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The determinants of the use of process control
mechanisms in FDI decisions in
headquarters–subsidiary relationships
Chun-Chien Lin 1, Yu-Ching Chiao2✉, Tung-Lung Chang3 & Yu-Chen Chang2

This study investigates the impact of foreign direct investment (FDI) motivations and

technological resource commitment on headquarters’ employment of process control over

subsidiaries, to better understand the process control mechanisms. Drawing on agency

theory and the resource dependence perspective, a cross-sectional data model is developed

among the 1541 Taiwanese manufacturing firms engaged in foreign investments, 1015

headquarters–subsidiary (HQ–Sub) relationships in China were selected from the database;

in each of these relationships, the headquarters is located in Taiwan, while the subsidiary is

located in China. Our findings reveal that the headquarters will use process control if the

primary motivation for setting up a subsidiary in a host country is resource-seeking, but not

use process control with market-seeking motivation. This control process relationship is

enhanced/weakened/weakened by the headquarters’/subsidiaries’/partners’ technological

resource commitment. Taiwanese multinational corporations (MNCs) from newly indus-

trialized economies (NIEs) seeking to choose control mechanisms that fit their technological

resources and FDI motivations in China are given guidelines. It adds to the use of control

mechanisms with HQ-Sub literature. Both resource-seeking and market-seeking motivations

shed light on technological resource commitment by various units of an MNC, to ward off

information asymmetry.
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Introduction

It has long been known that headquarters-subsidiary (HQ-Sub)
relationships with respect to multinational corporations
(MNCs) are varied and constantly evolving, depending on

political connections (Li et al., 2017; Lu et al., 2018; Ma et al.,
2021; Wang et al., 2019), entry mode (Albertoni et al., 2019;
Amankwah-Amoah et al., 2022; Li et al., 2020, 2021; Schwens
et al., 2018), motivation (Duanmu and Lawton, 2021; Elia et al.,
2019), network (Lin, 2019; Mas-Ruiz et al., 2018; Moalla and
Mayrhofer, 2020), and resource commitment (Agnihotri et al.,
2022; Wan et al., 2023) as shown in Table 1.

For parent firms, establishing a productive HQ-Sub relation-
ship poses a critical challenge (Wan et al., 2023), and such a
relationship could have an impact on the MNC’s control
mechanisms (Agnihotri et al., 2022). In literature, two streams of
research have explored the design of appropriate control
mechanisms (Pugliese et al., 2014). The first, consistent with the
“logic of agency” on resource-dependent theory (RDT), suggests
that the design of control mechanisms follows a parent firm’s
global strategy with regard to particular objectives (i.e., licensing,
R&D contracts, and direct/indirect exports) (Agnihotri et al.,
2022; Albertoni et al., 2019; Amankwah-Amoah et al., 2022).
However, previous studies tend to overlook the fact that MNCs’
global strategies may be characterized by multiple rather than a
single objective (Doz and Prahalad, 1984; Stendahl et al., 2021).
The second, associated with the resource commitment perspective
in recent decades, emphasizes the impact of technological
resource commitment1 (i.e., greenfield, born global, incubator,
and technological network/strategic group/alliance), which is
regarded as the source of bargaining power possessed by the HQ,
subsidiaries, or partners (Agnihotri et al., 2022; Ripollés and
Blesa, 2017; Wang et al., 2019). According to RDT, power stems
from the dependence of one unit on another, since the latter
controls key resources (Li et al., 2021; Lin, 2019; Ma et al., 2021).
However, the determinants of the bargaining power of an MNC
on its control mechanisms have been somewhat ignored in the
literature. The research gaps are shown in Fig. 1.

In the study of the HQ–Sub relationship, there is a distinction
between wholly owned and partly owned or joint venture sub-
sidiaries. The desire to control (wholly owned) is one aspect, and
the power to control (partly owned or joint-venture) is another
(Agnihotri et al., 2022; Brouthers and Hennart, 2007). Sub-
sidiaries do not usually act in the best interest of MNCs nor do
they comply with the rules and expected motivation determina-
tions (i.e., market-seeking motivation as horizontal FDI and
efficiency-seeking motivation as vertical FDI) laid down by the
headquarters (Duanmu and Lawton, 2021). This problem is
exacerbated by the evolving development of MNCs. The neo-
motivation on developing strategic asset-seeking determination
(Elia et al., 2019). Strategic asset-seeking is related to technolo-
gical resource commitment (Ripollés and Blesa, 2017; Wang et al.,
2019). While Agnihotri et al. (2022) found that the resources of a
subsidiary within a host country might also affect the control
mechanisms exercised by the parent company, they did not
specify the origin of such resources. Other studies on control
mechanisms have the same tendency of focusing on the resource
commitment of one party only, such as how manufacturers deal
with sales representatives in the local context of the host country
(Oliver and Anderson, 1994), how exporting firms manage for-
eign distributors in the supply chain (Miller et al., 2009; Tse et al.,
2019), and how parent firms control international joint ventures
(Luo et al., 2001; Yan and Gray, 2001; Yan and Child,
2004a, 2004b). Accordingly, studies in agency literature over-
looked the impact of technological resource commitment on
control mechanisms by the three sources simultaneously: the
headquarters, the subsidiaries, and the business partners in joint

ventures and the supply chain. Therefore, this study highlights
the literature in this field by providing a better understanding of
the mindset of how MNCs fine-tune their global configurations
and make decisions related to HQ-Sub relationships. This study
also investigates the association of different FDI motivations with
the control mechanisms adopted by the parent HQs. This study,
thus, aims to explore how FDI motivations and resource com-
mitment influence the use of control mechanisms in an MNC.
We make two contributions. First, we integrate agency theory and
RDT to examine two determinants affecting HQ–Sub relationship
in our study: (1) resource-seeking and market-seeking FDI
motivations of the parent firm and (2) technological resource
commitment, which originates another three determinants, from
the HQ, the Sub and the business partners in joint ventures and
the supply chain. Our findings shed light on this line of research
and suggest managerial implications that require MNCs to revisit
their control mechanisms in order to achieve business growth.

Second, this study aims to fill the above-mentioned gap by
examining the HQ-Sub relationships of 1015 Taiwanese manu-
facturing multinationals operating in China (newly industrialized
economy (NIE) to emerging economy2). Most FDI empirical
studies in literature used data related to FDI flow from one
developed country to another, the number of FDI studies in the
reverse direction is far less (i.e., from NIEs and emerging
economies to developed countries) (Luo, 2001; Filatotchev et al.,
2007; Yang and Mohammad, 2023). Therefore, it is important to
determine whether findings based on analysis of MNCs whose
investments flow between NIEs and emerging economies could
have the same applicability as suggested in existing literature
(Yang and Mohammad, 2023). It is rare for an emerging econ-
omy such as China to experience deglobalization due to lock-
downs, while also having the U.S. seeking to remove its
“developing country” status (Fox Business, 2023). The DHL
Global Connectedness Index (2022) gauges the extent of coun-
tries’ connection with the rest of the world, which reached its
peak in 2007, but has been gradually declining, and the index
reached its lowest level since 2001. We are motivated to trace
back to the inflection point of the year 20033. By doing so, this
study offers managerial implications for HQ based in NIEs to
determinate effective control mechanisms over their subsidiaries
in emerging economies. These implications are particularly rele-
vant in an institutional environment characterized by high rates
of economic growth but vastly different political and economic
settings, as highlighted by prior research (Luo, 2003; Kaufmann
and Roessing, 2005).

The remainder of this paper is structured as follows: First,
we reviewed the existing literature and developed our research
hypotheses; second, we described our research methodology;
third, we showed our empirical results; fourth, we discussed
our findings and presented our conclusions, as well as the
limitations of the research and possible topics for future
research.

Literature review and hypotheses
Agency theory and process control. According to agency theory,
incongruity of interests and information asymmetry exist in most
relationships between headquarters (i.e., the principals) and
subsidiaries (i.e., the agents) (Eisenhardt, 1989; Jensen and
Meckling, 1976). Given the fact that principals and agents are
assumed to be self-interested and characterized by bounded
rationality, this incongruence of interests, along with the fact of
cultural distance, means that subsidiaries’ actions do not always
align with those that might be considered optimal by head-
quarters (Chatzopoulou et al., 2021). Thus, headquarters must
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Table 1 RQ–Sub relationship literatures.

Author (year) Theory/
perspective

HQ–Sub
relationship/type

Independent variable Moderator Dependent
variable

Finding

Moalla and
Mayrhofer
(2020)

N.A. Network/
Merger-Acquisition/
Cooperative Alliance

Cultural distance/
Administrative distance/
Geographic distance/
Economic distance

N.A. Merger-
Acquisition/
Cooperative
Alliance

The findings indicate that
administrative and economic
distance has a significant influence
on market entry mode choice,
whereas the impact of cultural and
geographic distance is not significant.

Wang et al.
(2019)

RBV Political connection/
Network/
Greenfield/ JV/
Acquisition

Firm technological
capabilities/Industry
technological
capabilities/Political
connections

N.A. R&D entry
mode

The study showed that strong
political connections at home
encourage Greenfield investments.
Strong technological capabilities have
a relatively little direct impact but
interact with political connections to
encourage Greenfield investments.

Lin (2019) Resource
dependence
theory

Network/
The % shareholding
taken by headquarters
in its foreign affiliates

Cultural distance/
Geographic distance/
Institutional distance

N.A. Business
group
headquarters’
ownership in
foreign
affiliates

The results show that the equity
stakes of the BG headquarters in the
group-affiliated firms in foreign
markets were positively associated
with the geographic distance
between the country of the BG
headquarters and the host country of
the foreign group-affiliated firms.

Schwens et al.
(2018)

N.A. Entry mode/
Export/Non-FDI
contractual/JVs
/WOS

The intensity and
diversity of SMEs’
operation mode
experience

Target market/
region-specific
experience

Entry mode
choice

We find that a unit increase in
intensity and diversity of export
experience significantly increases
SMEs’ propensity to choose export in
a new foreign market. We also find
that greater intensity or diversity of
WOS experience increases SMEs’
propensity to choose a WOS in a new
foreign location.

Duanmu and
Lawton (2021)

Agency theory Motivation/
OS/JV/

Foreign buyouts with
efficiency-seeking/
Foreign buyouts with
CEO succession

N.A. Performance
improvement

We provide micro evidence that
superior post-buyout performance is
observed in converted WOSs with
efficiency-seeking operations and
subsequent CEO succession. The
findings extend our understanding
that ownership per se does not
guarantee performance
improvement.

Wan et al.
(2023)

RBV/TCE Entry mode/
WOS/JV/
Greenfield/
Acquisition

Parent-firm
characteristics/ Host-
country/ Parent-foreign
affiliate differences/
Home-host country
differences

Time of study/
Home-country
type/Journal
level/Entry mode
measurement

Entry mode/
Post-entry
outcomes

The ownership mode and
establishment choice had
significantly positive effects on
survival. The results showed that
establishment mode and ownership
mode worked differently as
mediators.

Mas-Ruiz
et al. (2018)

Institutionalist
perspective

Network/
WOS/JV/other
alliance

The mimetic entry by
firms of the strategic
reference group

The firm’s host
country
experience

Foreign entry
mode

Our results reveal imitation behavior
between members of the strategic
group and highlight the important
role of the strategic group in strategic
thinking.

Author (year) Theory/
perspective

Entry mode Independent variable Moderator Dependent
variable

Finding

Albertoni et al.
(2019)

N.A. Entry mode/
Outsourcing/
Captive

The repetition of previous entry
modes/The inertial and the
mindful repetition of the entry-
mode choice

N.A. Entry mode Results confirm that firms tend to
replicate the previous entry modes
of the same type. In particular, the
mindful entry-choice model shows
that firms tend to repeat past
successful experiences.

Li et al.
(2020)

N.A. Entry mode/
WOS/JV

Foreign market entry N.A. The performance
effect of the
entry mode
choices in
different
subnational
regions

The smaller performance gap
between wholly owned
subsidiaries and joint ventures in
the developed region indicates
that the magnitude of influence of
entry mode choices on
performance varies across
subnational regions.

Ma et al.
(2021)

Social network
theory

Political
connection/
Entry mode/
WOS/JV

Political ties Entry mode/
Industry
restriction

Firm
performance

The findings support the
hypotheses that the impact of
political ties on firm performance
is contingent on firms’ ownership-
based entry modes and industry
restrictions. In particular, the
impact of political ties is stronger
for joint ventures (JV) in less
restricted industries and wholly
owned subsidiaries (WOS) in
more restricted industries.
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Table 1 (continued)

Author (year) Theory/
perspective

Entry mode Independent variable Moderator Dependent
variable

Finding

Lu et al.
(2018)

TCE Political
connection/
Entry mode/
JV/WOS

Political hazards Host country
experience/
Foreign aid

Foreign entry
mode choice

We find that Chinese firms tend to
use the joint venture mode when
political hazards are high in an
African country. This relationship
is weakened when they
accumulate host country
experience and when the Chinese
government’s foreign aid to an
African country increases.

Li et al. (2021) Stakeholder
perspective and
TCE

Entry more/
WOS/JV

Entry mode of new foreign direct
investment

Firm’s
Transparency
/External
Control of
corruption.

Freedom of
digital media

Our empirical analyses indicate
that freedom of digital media in a
host country has a positive impact
on an EMNE’s wholly owned
subsidiary choice as an FDI entry
mode. This main relationship is
strengthened by EMNE
transparent information disclosure
and external control of corruption
in the host country.

Tse et al.
(2021)

Complementary
asset theory

Entry mode/
Network/
JV/WOS

Local R&D investment Local
government
support/
MNEs’ entry
mode

Innovation
performance of
local subsidiaries

We show that: (a) local
government support positively
moderates the effect of foreign
firms’ local R&D investment on
their local subsidiaries’ innovation
performance in China; (b) this
relationship is stronger for IJVs
than for WOSs; and (c) local
government support appears to
have a stronger moderating effect
for IJVs than for WOSs on this
relationship.

Amankwah-
Amoah et al.
(2022)

Knowledge-
based view and
Upper echelons
theory

Equity modes/
Non-equity
modes

Foreign market knowledge Financial slack Foreign entry
mode choice/
International
performance

The results reveal that FMK and
international performance
relationship is mediated by foreign
market equity entry mode choice.
The results also suggest that FMK
positively relates to SMEs'
preference for equity mode for
foreign market entry and this
relationship is amplified when
slack resource is greater.

Li et al. (2017) N.A. Political
connection
Entry mode/
WOS/JV

Linkage capability/ Leverage
capability/ Learning capability

Cultural
Distance/
Market
Potential/
Institutional
Distance

Entry mode
choice

The results show that
multinational firms from emerging
markets (EMFs) with stronger LLL
capabilities are more likely to
choose the wholly-owned mode in
foreign entries. The relationship
between linking capability and
wholly-owned entry mode choice
is weaker at higher levels of
cultural distance between home
and host country.

Ripollés and
Blesa (2017)

TCE/
Organizational
capabilities-
based
perspectives

Equity modes/
Network/
Non-equity
modes

The need for after-sales service in
foreign markets/The technological
complexity of international new
ventures’ products/services
/Inter-firm network management
activities

N.A. Entry modes Our findings show that the
technological complexity of INVs’
products/services explains their
preference for equity entry modes.
Additionally, the development of
network management activities
among the networked firms
determines the INVs’ preference
for non-equity entry modes.

Agnihotri et al.
(2022)

Contingency
theory

Entry mode/
Network/
JVs/WOS/
Exports
/Licensing

Servitization through customer
relationship/ Servitization through
digitalization strategy

National
cultural
differences in
the home
versus host
country

Entry modes Based on the extant literature,
using a 2*2 matrix, the authors
delineate the influence of two
dimensions of servitization on
entry mode decisions: customer
relationship focus and
digitalization focus. They
conceptualize that relationship
management and digitalization-
based servitization have an
antagonistic effect on the need for
entry-mode resource
commitments, and
macroenvironmental factors’
favorability moderates this
tension.
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work to reduce potential agency problems by means of control
mechanisms (Egelhoff, 1984; Ouchi, 1977).

Earlier studies engaged in the classification of control
mechanisms. Two main typologies, which represent a significant
portion of control-related issues, are equity ownership and
behavioral control mechanisms. This study focuses on behavioral
control mechanisms (e.g., process and outcome control), which
are mechanisms originally introduced by agency theorists
(Eisenhardt, 1989; Egelhoff, 1984; Ouchi, 1977) and refer more
to the actions taken to monitor or influence the operations of
subsidiaries (Eisenhardt, 1989; O’Donnell, 2000). In addition,
behavioral control can be flexibly adapted according to the needs
of a particular context of operation or business practices. In
contrast, equity ownership is difficult to change due to high
switching and negotiation costs (Luo, 2001). To reap greater
benefits and reduce the risks associated with the uncertainties
presented by emerging economies, MNCs should exercise
carefully-crafted behavioral control mechanisms (i.e., process
and outcome control), in addition to owning equity.

The presence of process control indicates that a headquarters
closely monitors and attempts to influence the operations of a
subsidiary, whereas the exercise of output control suggests that a
headquarters is more focused on the evaluation of subsidiary

performance. While some researchers treat process and output
control as dichotomous, others suggest that the two types of
control exist along a continuum (Oliver and Anderson, 1994).
Hennart (1991) argued that in practice, the two are likely to be
used as substitutes for one another, rather than as complements.
If process control becomes too costly to implement, headquarters
may shift to output control. Therefore, in this study, we treat
process control as our dependent variable without the inclusion
of output control. Similarly, Gencturk and Aulakh (1995) also
operationalized process and output control by means of the same
measurement devices but employed a reversed coding. Surpris-
ingly, process control has been the subject of fewer empirical
tests, especially in the context of MNCs (for exceptions, see
Gencturk and Aulakh, 1995; O’Donnell, 2000; Yu et al., 2006).

Motivation. Given that subsidiaries run operations overseas on
behalf of MNCs, an understanding of the motivations behind
headquarters’ engagement in FDI may be useful in the design of
control mechanisms and the management of subsidiaries
(Makino et al., 2002; Nachum and Zaheer, 2005). A number of
studies have examined control issues associated with two of the
most critical objectives of headquarters: the global integration of

Fig. 1 FDI process control mechanism development framework. HQ-Sub headquarters-subsidiary, IJV international joint venture, WOS wholly-own
subsidiary, A.I. artificial intelligence.

Table 1 (continued)

Author (year) Theory/
perspective

Entry mode Independent variable Moderator Dependent
variable

Finding

Elia et al.
(2019)

TCE/RBV/
Knowledge-
based view

Network/
Outsourcing/
Partnering/
teaming
arrangement/
Captive

Business functions modularity/
Functional fine-slicing/ Offshoring
experience

N.A. Entry mode
hierarchy

Modular activities are more likely
to be outsourced, as modularity
decreases transaction costs and
knowledge leakage risks, while
not-modular activities reflect
captive entry modes. We argue
that firms can “break” the mirror
as the entry choice is contingent
upon the level of disintegration of
the value chain and the offshoring
experience of the firms.

N.A. not available, RBV resource-based view, JV joint venture, TCE transaction cost economies, INV international new venture, WOS wholly owned subsidiary.
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operations and responsiveness to the local market served (Gooch
et al., 2022; Jarillo and Martíanez, 1990; Luo, 2001). Global
integration leads to a higher level of control, while local
responsiveness produces the opposite effect (Doz and Prahalad,
1984). While several studies have produced evidence supporting
this division between global integration and local responsiveness
(Jarillo and Martíanez, 1990), Doz and Prahalad (1984) noted
that the choice between these two objectives is not necessarily of
the “either-or” variety. Further, the decision to move toward
global integration may be the result of various motivations. In
addition, while several studies have claimed that MNCs pursuing
global integration would likely exercise a high degree of control
over their subsidiaries in terms of equity ownership (Luo, 2001;
Bartlett, 1986; Jarillo and Martíanez, 1990), these studies have not
explicitly examined how the resource-seeking motivation is
related to global integration and how this particular type of
motivation affects process control (see Edwards et al. 2002, for an
exception). Therefore, it may be more productive to test ex-ante
classifications of the motivations for FDI for their ex-post effects
rather than attempting to infer motivation from observed effects
(Liu et al., 2023). Specifically, in this study, it is the market and
resource conditions in host markets and the relationship between
those conditions and the motivations of a parent firm that
influence the need for integration and responsiveness (Doz and
Prahalad, 1984; Hao, 2023).

Given that emerging economies are typically characterized by a
lack of advanced technologies, foreign firms operating in such
economies are often motivated by the desire to make use of low-
cost production resources or by the hope of gaining a large share
of a huge untapped market (Lecraw, 1993). Therefore, our
examination focuses on the effect of resource-seeking and
market-seeking motivations on the control mechanisms that
headquarters choose to employ.

Resource-seeking motivations. Resource-seeking motivations in
emerging economies typically include access to natural resources,
raw materials, land, and workforce; such motivators are generally
characterized by lower costs in a particular host country and are
usually either immobile or prohibitively costly to transfer across
national boundaries (Dunning and Lundan, 1993). According to
agency theory, the question of whether resource-seeking moti-
vations lead to the use of process control may be evaluated
according to three criteria: lower monitoring costs, less conflict
over goals, as well as, a greater degree of task programmability;
these lead to more frequent use of process control. Otherwise,
output control will be more frequently used (Eisenhardt, 1989;
O’Donnell, 2000). In a case study of Korean and Taiwanese
electronics manufacturers with subsidiaries in NIEs, Van Hoesel
(1999) found that parent firms chose to locate labor-intensive
manufacturing activities in developing countries with abundant
labor forces, whereas they tend to locate their final goods
assembly processes in developed countries. Such arrangements
are designed to achieve economies of scale in each subset of the
firm’s value activities. In such circumstances, a headquarters may
opt for tight process control when it comes to subsidiaries’ stra-
tegic and functional activities. Additionally, because the devel-
opment of subsidiaries is directed by headquarters, the amount of
goal-related conflict can be limited, and task programmability can
be improved. Taken together, resource-seeking motivations
induce headquarters to utilize process control.

Also, the utilization of inexpensive local resources helps firms
to gain market share by enabling them to produce goods at lower
costs and by facilitating their adaptation to local institutional
environments. Although subsidiaries are often able to exploit
local resources to facilitate manufacturing efficiency, offshore

production generally necessitates the reconfiguration of produc-
tion facilities, which require headquarters to inject their own
useful experience into manufacturing and management pro-
cesses. In a situation in which a headquarters has well-
established manufacturing regimens in its home country, tight
process control mechanisms are suitable for the regulation and
scheduling of overseas manufacturing activities (Brown et al.,
2003). Similarly, Nobel and Birkinshaw (1998) suggested that a
headquarters should be prepared to exercise fairly tight control
(i.e., by means of centralization) if cost efficiencies are to be
achieved. Therefore, the first hypothesis of our study is given as
follows:

Hypothesis 1. The likelihood that a headquarters will use
process control is high if the primary motivation for setting up a
subsidiary in a host country is resource-seeking.

Market-seeking motivations. Firms’ market-seeking motivations
in emerging economies may be related to high market growth
rates, government policies designed to encourage FDI and import
barriers on foreign-made goods (Lecraw, 1993; Makino et al.,
2002). Studies have found that the seeking of new markets is
related to partial equity ownership in the cases of the global hotel
industry (Brown et al., 2003) and the subsidiaries of MNCs based
in the United States (Lecraw, 1984). Except for Edwards et al.
(2002), most existing studies focusing on this phenomenon did
not emphasize the issue of process control.

In situations when firms’ motivations are essentially market-
seeking, subsidiaries are afforded significantly more opportunities
to interact with local institutions; thus, they become familiarized
with local customers, legal requirements, and marketing proce-
dures. Although headquarters may be equipped with some
knowledge of a local market as a result of their own international
operations, in-depth knowledge of a host country is difficult to
gain without personal interaction in the local context, especially
with respect to emerging economies. If strategic flexibility is to be
enhanced, the decisions to act and respond need to be made at the
local level (Sarkodie et al., 2022). In such situations, it would seem
that a high degree of information asymmetry or high monitoring
costs would induce a headquarters to exercise a lesser degree of
process control over its subsidiaries. Also, subsidiaries managed
by expatriates are more likely to act to maximize short-term
profits for their private benefit in capturing local market share
rather than working to maximize collective profits for the benefit
of the corporation as a whole. While a headquarters may well
understand that subsidiaries are, to some extent, not entirely
trustworthy, the enormous competitive pressures that accompany
entry into new markets mean that headquarters must rely on
subsidiaries within local markets. Thus, the potential for conflict
over goals will act to reduce the extent to which a headquarters
exercises process control. Nevertheless, research has generally
acknowledged that emerging economies are less economically and
institutionally developed than their developed country counter-
parts (Yang and Mohammad, 2023). It is important to note that
the increasing influence of globalization may be impacting these
factors in ways that are not yet fully understood (Fazi, 2023).
Such conditions would suggest that the tasks required of
subsidiaries are less programmable. To help mitigate these
uncertainties, subsidiaries need to have greater levels of flexibility
so that they can effectively deal with various contingencies in a
timely manner. Thus, a lesser degree of process control may be
preferential in the management of the HQ–Sub relationship in
this situation.

Hypothesis 2. The likelihood that a headquarters will use
process control is low if the primary motivation for setting up a
subsidiary in a host country is market-seeking.
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Resource commitment. While different motivations may affect
the choice of control mechanisms, the resource dependence
perspective holds that the use of control mechanisms is to some
extent related to the party that provides certain critical resources
(Li et al., 2021; Lin, 2019; Ma et al., 2021), such as technological
resources, which was considered in this study. According to
Kostova et al. (2016), the continuous development of technologies
is critical to an MNC. The role of technology transfers or com-
mitment in the balance of power between HQs and subsidiaries is
always challenged. The party contributing critical technological
resources associated with the required know-how for handling
manufacturing processes and production (Kaufmann and
Roessing, 2005) will enjoy superior bargaining power. Several
studies have suggested that proprietary technological resources
committed to subsidiaries by headquarters (Buckley and Casson,
1976; Dunning and Lundan, 1993) can be used to wield control in
bargaining situations, such as in the determination of shares of
equity (Chen and Hennart, 2002) or the structuring of informa-
tion feedback (Yan and Child, 2004b). However, recent research
has argued that technological assets may be developed and con-
tributed by subsidiaries themselves rather than the headquarters
(Birkinshaw and Hood, 1998; Lee et al., 2020). In such cases, these
resources may well inspire subsidiaries to direct and control their
own behavior and strategic development (Nobel and Birkinshaw,
1998).

When the internal resources of a headquarters or subsidiary are
not enough for a firm to maintain its competitive edge,
collaboration with external parties to acquire complementary or
supplemental resources is needed. Some scholars have empha-
sized that local partners’ resource commitment may also serve as
a source of technological knowledge and may have an impact on
control mechanisms, such as in the case of international joint
ventures (Yan and Gray, 2001; Yan and Child, 2004a 2004b).
Although these studies provided evidence regarding the impact of
resource commitment on the use of control mechanisms, only a
few of them empirically tested the impact of partners’ resource
commitment on the relationship between a headquarters and its
subsidiaries. In this study, the partners in question may be joint
venture partners contributing technological resources or local
firms providing technological expertise. Further, very few studies
have simultaneously examined the impact of three different
sources (headquarters, subsidiary, and local partner) of techno-
logical resource commitment on the use of control mechanisms
by a headquarters.

Technological resource commitment by a headquarters or
subsidiary. Recent studies point to the role of technology transfer
in the balance of power between headquarters and subsidiaries. It
is expected that when technological resources are contributed by a
headquarters, the resultant bargaining power will result in the
headquarters exerting process controls over its subsidiaries (Chen
and Hennart, 2002; Mjoen and Tallman, 1997). Further, the use
of process control by a headquarters is likely to increase the
efficiency of technological resource exploitation and the effec-
tiveness of knowledge transfer within firms (Mjoen and Tallman,
1997), as the headquarters will likely have a better understanding
of the appropriate application of valuable resources to marketing
and production processes. Finally, process control is bolstered by
headquarters to prevent imitation of their know-how and pre-
clude opportunistic behaviors on the part of their subsidiaries.
Similarly, Luo (2001) suggested that headquarters would likely
make use of wholly owned subsidiaries in order to safeguard their
proprietary resources.

In contrast, if the technological resources are contributed by a
subsidiary, the use of process control will likely be reduced. This

is because subsidiaries will have the bargaining and decision-
making power required to direct their own operations, the
knowledge to effectively use these resources, and the desire to
protect their own know-how (Valorinta et al., 2011). Further,
subsidiaries may utilize their knowledge to cultivate relationships
with other partners, such as governmental authorities. These
relationships provide access to valuable information, which in
turn further enhances subsidiaries’ bargaining power, especially
in emerging economies where interpersonal relationships are
often of paramount importance.

Hypothesis 3. A headquarters’ technological resource commit-
ment is positively related to its use of process control in managing
its subsidiary in a host country.

Hypothesis 4. A subsidiary’s technological resource commit-
ment is negatively related to its headquarters’ use of process
control.

Technological resource commitment by a partner. While
technological resource commitment by a partner should increase
the partner’s bargaining power (Elia et al., 2019), we postulate
that the technological resources committed by a partner will
result in a reduction in the use of process control by the head-
quarters. We provide three reasons for making this postulation.
First, the commitment of technological resources to a subsidiary
implies that a partner has a significant interest in the develop-
ment of the subsidiary (Ripollés and Blesa, 2017). Accordingly, a
lower level of process control will enable the subsidiary to pursue
its own interests, rather than only those of the headquarters.
Second, technological resources are characterized by complexity
(Ripollés and Blesa, 2017) and require intense communication
between a partner and a subsidiary (Tse et al., 2021). With
regards to facilitating a subsidiary’s rapid absorption of a part-
ner’s resources as well as their efficient exploitation, a reduction
in the use of process control would lead to optimal results
(Duanmu and Lawton, 2021). Third, the resources committed by
a partner attain enhanced importance in situations of local pro-
duction (Agnihotri et al., 2022). In such situations, improved
local operations may increase a subsidiary’s bargaining power and
lead to the reduced use of process control by the headquarters.

Hypothesis 5. The technological resource commitment of
partners is negatively related to a headquarters’ use of process
control over a subsidiary in a host country.

Methodology
Survey procedure and samples. This research is based on
information contained in a database maintained by the Statistics
Bureau, Ministry of Economic Affairs, Taiwan, R.O.C. Data were
collected through a national survey aimed at investigating the FDI
status of Taiwanese manufacturing firms in 2003. This means that
our research sample comprises only Taiwanese companies with
headquarters in Taiwan. On the basis of the standard industrial
classification code (SIC code), published by the Ministry of
Economic Affairs (2002), 311 non-manufacturing subsidiaries
were removed. Among the 1541 Taiwanese manufacturing firms
engaged in foreign investments, 1015 firms with investments in
China were selected from the database. FDI is one of the
important approaches to overseas expansion that triggers the
world economy; it is an entry mode that provides more control
over foreign operations and offers a better understanding of the
host market for MNEs. Accessing the data from the government
survey is difficult due to its outdated nature. However, with the
current state of deglobalization, China’s FDI policy, and China’s
removal of developing country status from the U.S., we have been
able to persuade the government sector to allow us to adopt the
data and include contemporary issues for academically research.
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Through this investigation, we aim to provide empirical evidence
of the HQ-Sub relationship control process mechanism, which
can be insightful for understanding the varied future FDI sce-
narios. Furthermore, we selected Taiwan as the home country and
China as the host country in the year 2003 for the following
reasons.

First, at the beginning of the 21st century, the Chinese
mainland officially joined the WTO, in December 2001, and
entered into a new period of development. Taiwanese companies
began to expand their investment into the mainland. According
to statistics, from 2000 to 2002, if the amount of investment in the
mainland through third parties is included, Taiwanese firms
would be the second largest foreign investor in mainland China
after Hong Kong (UNCTAD, 2019). Despite its short history of
economic liberalization, China has hosted many multinational
corporations hoping to acquire resources or serve the local
markets (Kaufmann and Roessing, 2005). However, this largest
emerging economy, characterized by substantial risks associated
with inefficient information and dramatically-shifting market
demands, also poses a challenge for foreign firms. In such an
environment, the control of Chinese subsidiaries is particularly
important, especially for Taiwanese companies that have
expanded into China as their main market. Therefore, we used
the data from 2003 as our research sample to understand the
control relationship between Taiwanese companies and mainland
subsidiaries.

Second, from a theoretical perspective, taking samples from an
NIE (e.g., Taiwan in this study) helps to examine the application
of theories developed in the context of developed countries
(Filatotchev et al., 2007). In addition, by entering China,
Taiwanese firms also face challenges in their international
operations (Filatotchev et al., 2007). From a practical viewpoint,
observing the control mechanisms of the Asian model of NIE
firms might provide some insights for Western firms, as they seek
to enact appropriate control mechanisms. While Taiwan and
China share a similar culture and language, political friction
between them provides an additional dimension of risk to
Taiwanese firms with FDI in China (Filatotchev et al., 2007).
Also, Taiwan is similar to many other countries in South East
Asia, such as Indonesia, Malaysia, Thailand, Singapore, Hong
Kong, and Macau; therefore, the ways in which Taiwanese firms
select and use control mechanisms to overcome possible
economic and political risks may have implications for other
foreign firms with international operations in China. For these
reasons, we hold the opinion that the use of Taiwanese data was
appropriate.

Measurements
Dependent variable. Process control (Pcontrol) refers to the extent
to which a headquarters influences the operations of a subsidiary
(Eisenhardt, 1989; Gencturk and Aulakh, 1995). This study used
five items to represent process control: business strategy, pricing
strategy, marketing strategy, personnel policy and financial
strategy (Edwards et al., 2002). The items were measured
according to the following code: 3 represents “determined by the
headquarters,” 2 represents “jointly determined by the head-
quarters and the subsidiary,” and 1 represents “determined by the
subsidiary.” The five items were summed as a measure of process
control, and values ranging from 5 (the lowest level of process
control) to 15 (the highest level of process control) were obtained.
The five items showed a high degree of internal validity (Cron-
bach alpha was 0.91). Factor analysis further confirmed that there
was only one dimension (loadings were 0.80, 0.91, 0.92, 0.82, 0.82,
respectively).

Independent variables. Used in this study included two
motivation-related variables and three sources of technological
resource commitment. Resource-seeking motivation (Resource)
refers to the search for land, workers, and raw materials as a
headquarters’ motivation for investing in a host country (Dun-
ning and Lundan, 1993; Makino et al., 2002; Nachum and Zaheer,
2005). The following three questions were used in our survey: (1)
the headquarters invested here because the land acquisition was
easy; (2) the headquarters invested here because of the inexpen-
sive and plentiful supply of raw materials; and (3) the head-
quarters invested here because of the plentiful supply of labor and
low wage rates. Each item was coded as 1 if the response was
“yes” and 0 if the response was “no”. We then summed the three
items to get a score ranging from 0 to 3. The higher the score, the
stronger the resource-seeking motivation is.

Market-seeking motivation (Market) means that serving the
local market was a headquarters' primary motivation for investing
in a host country (Dunning and Lundan, 1993; Makino et al.,
2002; Nachum and Zaheer, 2005). We used three items to reflect
this motivation (coded as 1 if “yes” and 0 if “no”): (1)
headquarters chose to invest here because of the significant
market potential; (2) headquarters chose to invest here because of
the incentives offered by the host government; and (3) head-
quarters chose to invest here to avoid high import tariffs or trade
barriers. The summation of respondents’ answers to these three
items generated a score ranging from 0 to 3. The higher the score,
the stronger the market-seeking motivation is.

A headquarters’ technological resource commitment (Htrc)
indicates the extent to which a headquarters contributes
technological resources to its subsidiary. Four items were
included in this category, with 1 indicating “yes” and 0 indicating
“no”: (1) the most important technologies for the subsidiary are
provided by the headquarters; (2) the headquarters provides
manufacturing equipment to the subsidiary; (3) the headquarters
provides raw materials to the subsidiary; and (4) the headquarters
provides components or semi-manufactured goods to the
subsidiary. We then summed the 4 items together to get a score
ranging from 0 to 4.

A subsidiary’s technological resource commitment (Strc) focuses
on the technological resources contributed by a subsidiary. Five
items were included, with 1 representing “yes” and 0 indicating
“no”: (1) the most important technology for the subsidiary is
developed by the subsidiary itself; (2) the subsidiary purchases
raw materials locally; (3) the subsidiary purchases components
and semi-manufactured goods locally; (4) the subsidiary has its
own research and development department; and (5) the
subsidiary has its own design department. These five items were
summed, with scores ranging from 0 to 5.

Partners’ technological resource commitment (Ptrc) examines
the commitment of technological resources by local partners.
Three items are included, with 1 representing “yes” and 0
indicating “no”: (1) the most important technologies for the
subsidiary are provided by the partners; (2) the most important
technologies for the subsidiary are the result of learning from the
partners; and (3) the most important technologies for the
subsidiary are developed with partners. These three items were
summed, with scores ranging from 0 to 3.

Control variables. Involving characteristics at the parent-firm
level, the subsidiary level, and within the host country environ-
ment, are likely to affect a headquarters’ choice of process control.
We provide no formal hypotheses for these factors but control for
their impacts in our model. First, we provided control for mul-
tinational corporations’ size (Msize), presented as the natural
logarithm of the number of employees within the entire multi-
national corporation, and multinational corporations’
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international experience (MIexp), presented as the natural loga-
rithm of the ratio of foreign sales to the entire multinational
corporation’s sales. Regarding multinational corporations’ R&D
expenses (MR&D) related to a headquarters’ capabilities, as
measured by the total investment amount in technological R&D.
We took the natural logarithm (huge number) within the total
amount of technological R&D. Entry mode (Emode) was mea-
sured as the percentage of subsidiary equity controlled by the
headquarters. We classified a subsidiary as wholly-owned if the
percentage of ownership by the parent firm was greater than 95%,
which we coded as 1; otherwise, we classified the subsidiary as a
joint venture, a definition adopted by numerous other studies,
and we coded it as 0 (Agnihotri et al., 2022). Subsidiaries’ fixed
asset investment intensity (SFAII) was measured according to the
fixed asset investment by subsidiaries as a share of the whole
multinational corporation’s fixed asset investments. Subsidiaries’
experience (Sexp) indicates the number of calendar years since the
subsidiary was established, and it allowed us to provide control
for age and experience. The importance of subsidiary in group
(ISG) was measured according to the ratio of assets of head-
quarters to assets of subsidiary.

With respect to host country-related variables, the variable of
government restrictions on the ratio of imports and exports
(GRIM) was coded as 1 if it presented a barrier to headquarters;
otherwise, it was coded as 0. The variable of government
restrictions on equity (GRE) that could be held by foreign firms
was coded as 1 if it served as a barrier to headquarters; otherwise,
it was as coded 0. The variable of significant differences in social
customs and business practices (DSCBP) between the home
country and the host country was coded as 1 if it was perceived as
a barrier to headquarters; otherwise it was coded as 0. Also,
inefficiency of the local government (ILG) that was generally
considered a barrier for headquarters was coded 1; otherwise, it
was coded 0. Insufficient local infrastructure (ILI) that was
perceived as a hurdle for headquarters was coded as 1; otherwise
it was coded as 0. The non-availability of qualified expertise and
technological mechanics (NQETM) was coded as 1 if it presented a
challenge to headquarters; otherwise, it was coded as 0. Similarly,
uncertainty of home country legal framework (UHCLF) perceived
as a business operation uncertainty for headquarters was coded as
1; otherwise it was coded as 0. Finally, we classified parent firms
into four industries: metal and machinery (MM), chemicals and
plastics (CP), food, textile and others (FTO), and information and
electronics (IE) industries. The information and electronics
industry was used as a reference group, and three dummy
variables were set to distinguish the industry’s effect on process
control.

Results
Table 2 reports the means, standard deviations, and correlations
among the data for this model and the control variables. Linear
regression analysis was used to investigate the question of whe-
ther differences in motivation influence the level of process
control exerted by headquarters as well as the question of whether
technological resource commitment influences process control
(Table 3). After removing multicollinearity between independent
variables by a mean-centered approach (Aiken and West, 1991),
hierarchical regression analyses were performed. Model 1 was
statistically significant (F= 8.17, p < 0.01), providing evidence
that the control variables accounted for 13% of the variance in
process control. This suggests, in turn, that we are justified in
including these variables in our analysis.

Model 2 adds our hypothesized motivation effects to the pre-
vious model. In support of Hypothesis 1, resource-seeking
motivation is positive and highly significant (β= 0.08, p < 0.01

in Model 2). The impact of market-seeking motivation on process
control appears to be negatively significant (β=−0.12, p < 0.01 in
Model 2), which support Hypothesis 2. Hypothesis 3, which
predicted that the technological resources committed by a
headquarters would be positively related to process control, is
supported here (β= 0.16, p < 0.01 in Model 3). Hypothesis 4,
which puts forth the expectation that a subsidiary’s technological
resource commitment would lead to a lesser degree of process
control from a headquarters, was supported (β=−0.14, p < 0.01
in Model 3). We found that the commitment of partners’ tech-
nological resources was negatively associated with process control
(β=−0.11, p < 0.01 in Model 3), in conformity with the expec-
tation stated in Hypothesis 5. In Model 4, we included all inde-
pendent variables, and the results are consistent with the findings
of Model 2 and Model 3. In summary, resource-seeking moti-
vations, market-seeking motivations, and technological resource
commitment by a headquarters, a subsidiary, and a partner are all
salient factors in explaining the process control implemented by a
headquarters. Finally, we summarize the results of five hypotheses
in Fig. 2.

In addition, our test results indicate that the control variables
such as entry mode (Emode), government restrictions on equity
(GRE), inefficiency of the local government (ILG), subsidiaries
inexperience (Sexp), and type of industry (MM, CP and FTO)
appear to have impacts on MNC’s use of process control.

In order to ensure the robustness of the results, several tests
were conducted. First, the sample was divided into two sub-
samples according to median sales, one including the smallest
50% of firms and the other the largest 50%. Comparison of the
results of the two subsamples indicated that they were almost the
same, although the significance of the sample of small firms in the
variable Msize was decreased to p < 0.1. The overall results for
both subsamples were the same. Next, the sample was also divi-
ded into two subsamples in terms of the type of industry: one was
the information and electronics industry and the other was the
non-information and electronics industry. Comparison of the
results of the two subsamples indicated that they were also very
similar. Finally, MNCs total assets (log-transformed) were further
used as an alternative measure of MNCs size. Also, in this case,
the results did not change, further corroborating the hypotheses.

Discussion
This paper examined the impact of various factors of agency
theory and resource dependence perspective on headquarters’
employment of process control over subsidiaries with respect to
FDI from NIE firms to emerging markets using a sample of
Taiwanese MNCs investing in China. We advance existing
research on FDI by arguing that entering into emerging markets
exposes the investing firm to a business environment of infor-
mation asymmetry.

Because the interests and goals of the headquarters and its
subsidiaries may differ, the headquarters is likely to exercise
control mechanisms over its subsidiaries. Appropriate control
mechanisms help parent firms to acquire country-specific
advantages and prevent the leakage of their resources to com-
petitors. This study, based on agency theory and the resource
dependence perspective, identifies two factors, namely FDI
motivation and resource commitment, that influence head-
quarters’ decision to use process control. These two factors are
the crucial elements behind the headquarters’ decision to engage
in overseas investment and the origin (i.e., headquarters, sub-
sidiary, or partners) of technological resources.

Two general contributions to previous research are made here.
First, the evidence emerging from this study shows that resource-
seeking motivations cause headquarters to exercise a greater
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degree of process control over their subsidiaries, while market-
seeking motivations have quite a different impact. Resource-
seeking motivations are related to the integration of a head-
quarters’ strategic goals, according to which the headquarters may
have a strategically pertinent scheme for the organization of their
overseas operations. By analyzing Japanese investors’ ownership
decisions in the United States, Chen and Hennart (2002) found
that when access to natural resources was the motivating factor,
headquarters would exercise lower levels of control (i.e., forming
joint ventures). This result is inconsistent with our findings. In
our context of NIE (Taiwanese) firms in an emerging market,
subsidiaries may be positioned as offshore production sites for
implementing manufacturing cost efficiencies, which require the
headquarters to transfer useful experiences into the management
process. In such cases, tight process control helps not only to
monitor subsidiaries’ activities but also to inhibit their opportu-
nistic behaviors.

In contrast, market-seeking motivations are related to acces-
sing market opportunities, thus affording subsidiaries the
opportunity to accumulate greater localized knowledge and
enabling them to effectively respond to environmental uncer-
tainty. In these circumstances, a lesser degree of process control
facilitates subsidiaries’ abilities to react with speed and agility.
However, Gencturk and Aulakh (1995), using U.S.-based inter-
national firms as their sample, found incongruous results, noting
that an improvement in the perception of host market attrac-
tiveness is associated with increased use of process control by
headquarters.

Market-seeking motivations, representing the intention to
capture market share, would cause a headquarters to delegate
authority to its subsidiaries, enabling the latter to quickly respond
to the demands of a relatively underdeveloped legal and business
market. Without process control, headquarters may be at risk of
losing their dominance over subsidiaries as a result of sub-
sidiaries’ access to local markets; however, we do not mean that
they would give up all control mechanisms. Instead, for instance,
a headquarters might change to the use of output controls. Fur-
ther, the choice of control mechanism would likely be based on
various carefully considered trade-offs between risks and returns
(Luo, 2001). If returns from local markets are to be realized, a
headquarters should opt for the lessening of process control.

The second contribution of this study indicates that in addition
to the commitment of internal resources (either from head-
quarters or subsidiaries), the utilization of external resources from
partners must also be considered in an MNC’s selection of control
mechanisms. As suggested by the resource dependence perspec-
tive, our findings reveal that a subsidiary’s technological resource
commitment tends to decrease the headquarters’ process control,
which in turn raises the subsidiary’s willingness to contribute its
resources. In a host country, when subsidiaries have sufficient
technological resources to function well within the local supply
chain to improve the existing products of their headquarters, they
may earn the mandate from the headquarters to coordinate with
local suppliers or customers with autonomy (Birkinshaw, 1996).
Accordingly, subsidiaries’ technological resources may cause
headquarters to reduce their use of process control (Lee et al.,
2020).

The same rationale may be used to explain the case of a
headquarters’ technological resource commitment, which leads to
a higher degree of process control. Thus, when a headquarters
contribute technological resources to a subsidiary located in
China, it must be careful to safeguard its knowledge. Based on the
assumption that partners’ interests are fairly well aligned with
those of subsidiaries, we further explain why the commitment of
technological resources by partners induces a lesser degree of
process control. One possible reason for this may be that partners,

whether in a joint venture or simply possessing technological
expertise, may bring valuable interpersonal or organizational
networks into the development of subsidiaries (Liu and Chen,
2012). Such networks may act as vehicles for the transmission of
new ideas, the initiation of other collaborative relationships, and
the mitigation of any undesirable influence that the host gov-
ernment may bring to bear (Luo, 2001). If the possibility exists
that these benefits may accrue to overseas firms, headquarters
should grant subsidiaries the autonomy to interact with local
partners. Therefore, partners’ technological resources play a sig-
nificant role in influencing the use of process control. Overall, our
results strongly support our hypotheses.

Implications and conclusion
Our results have several theoretical and managerial implications.
First, the existing literature has largely focused on the possession
of equity in a subsidiary as the primary indicator of a head-
quarters’ control over that subsidiary (Anderson and Gatignon,
1986). Our study examines key factors influencing MNCs’ process
control, which have been somewhat ignored in the literature. Our
findings of this research fill the gap in the literature. Second, we
integrate agency theory and resource dependence theory to
investigate MNCs’ process control in the international context.
Agency theory is generally more concerned with inconsistent
goals and information asymmetry between headquarters and
subsidiaries but less concerned with resource contributory roles, a
concept associated with resource dependence. Our results reveal
that Taiwanese MNCs from NIEs tend to choose control
mechanisms that fit their technological resources and FDI
motivations in China, an emerging economy under an institu-
tional environment characterized by fast economic growth but
very different political and economic settings (Luo, 2003; Kauf-
mann and Roessing, 2005). Third, this study provides insights
that shed light on the research of MNCs’ process control and
suggest managerial implications that require MNCs to revisit
their control mechanisms in order to achieve business growth. A
better understanding of the FDI motivations and the implications
of resource commitment can help HQ managers choose the most
effective control mechanisms. HQ managers of NIE multi-
nationals have to not only adjust control mechanisms according
to their FDI motivations but also deal properly with the interests
of resource contributors in order to sustain economic rewards
while limiting risks.

By focusing on agency theory and the resource dependence
perspective, our study is clearly one of the few studies to explore
how the FDI motivation and resource commitment affect head-
quarters’ process control over subsidiaries. Our findings support
the argument that a headquarters will use a higher level of process
control to manage its subsidiary in a host country when the
primary motivation for setting up the subsidiary is resource-
seeking or due to technological resource commitment by the
headquarters. Also, a headquarters will use a lower level of pro-
cess control to manage its subsidiary in a host country when the
primary motivation for setting up the subsidiary is market-
seeking or due to technological resource commitment by the
subsidiary or its local partner(s).

Consequently, entering an emerging economy with inefficient
or incomplete markets is a challenge for MNCs from NIEs, since
it may be related to high levels of information asymmetry asso-
ciated with underdeveloped intellectual capital and business
environments (Wright et al., 2005). Echoing previous studies
emphasizing that the international strategies of MNCs from NIEs
are different from those of MNCs from developed economies
(Filatotchev et al., 2007; Makino et al., 2002), our evidence
indicates that the control mechanisms of MNCs from NIEs
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entering emerging markets are a bit different, especially with
respect to the FDI motivations of headquarters. We hope that our
findings will motivate others to extend this line of research.

In this study, there are several research limitations that provide
some directions for future research. First, it should be noted that
this study uses an empirical setting aimed at subsidiaries of
Taiwan-based MNCs doing business in China (i.e., headquarters
were located in Taiwan, and subsidiaries were located in China);
thus, our findings may not be representative of other emerging
markets or transitional economies. Also, caution should be
exercised in generalizing and interpreting the relationships

among variables and the critical levels derived in this study since
our research setting is a case of constant cultural distance in the
HQ-Sub relationship in terms of the host and home countries.
Second, this study deals primarily with headquarters’ motivations
for investing in emerging economic regions. In the future,
researchers may wish to incorporate data regarding the motiva-
tions for investment in developed countries or explore sub-
sidiaries’ motivations in emerging markets (Kostova et al., 2018;
Lovett et al., 2009). Third, we examined process control as a
dependent variable, without the inclusion of outcome control or
other variables. Future studies incorporating process control,

Table 3 Regression analysis for process controls.

Model 1 Model 2 Model 3 Model 4

Control variables
Msize 0.07 (0.09)* 0.05 (0.20) 0.06 (0.11) 0.05 (0.21)
MR&D 0.05 (0.18) 0.04 (0.20) 0.04 (0.29) 0.03 (0.33)
Emode 0.18 (0.00)*** 0.18 (0.00)*** 0.15 (0.00)*** 0.15 (0.00)***
SFAII −0.01 (0.98) −0.01 (0.82) −0.01 (0.73) −0.02 (0.56)
GRIM 0.03 (0.27) 0.03 (0.41) 0.03 (0.31) 0.02 (0.45)
GRE 0.08 (0.00)*** 0.08 (0.01)** 0.07 (0.01)** 0.07 (0.01)**
DSCBP 0.01 (0.97) 0.01 (0.83) 0.01 (0.67) 0.02 (0.61)
ILG 0.08 (0.02)** 0.07 (0.02)** 0.06 (0.06)* 0.06 (0.08)*
ILI 0.01 (0.80) 0.01 (0.91) 0.01 (0.69) 0.01 (0.78)
NQETM −0.01 (0.80) −0.01 (0.80) −0.02 (0.61) −0.02 (0.61)
MAsset −0.03 (0.53) 0.01 (0.93) −0.02 (0.65) 0.01 (0.91)
Sexp −0.14 (0.00)*** −0.15 (0.00)*** −0.12 (0.00)*** −0.13 (0.00)***
UHCLF −0.06 (0.06)* −0.05 (0.09)* −0.04 (0.15) −0.04 (0.16)
MIexp 0.05 (0.28) 0.03 (0.49) 0.03 (0.45) 0.02 (0.68)
ISG −0.02 (0.65) −0.02 (0.71) 0.01 (0.96) 0.01 (0.89)
MM −0.17 (0.00)*** −0.16 (0.00)*** −0.16 (0.00)*** −0.15 (0.00)***
CP −0.09 (0.00)*** −0.08 (0.01)** −0.01 (0.00)*** −0.08 (0.01)**
FTO −0.07 (0.03)** −0.08 (0.03)** −0.06 (0.06)* −0.07 (0.05)*
Independent variables
Resource (H1) 0.08 (0.00)*** 0.09 (0.00)***
Market (H2) −0.12 (0.00)*** −0.09 (0.00)***
Htrc (H3) 0.16 (0.00)*** 0.15 (0.00)***
Strc (H4) −0.14 (0.00)*** −0.15 (0.00)***
Ptrc (H5) −0.11 (0.00)*** −0.10 (0.00)***
F-value 8.17*** 8.51*** 10.33*** 10.28***
R2 0.13 0.15 0.18 0.19
Adjusted R2 0.11 0.13 0.16 0.17
Δ Adjusted R2 0.02 0.05 0.06
Hierarchical F-value 10.18*** 20.42*** 18.99***

Standardized regression coefficients (β) with *if p < 0.05; **if p < 0.01; ***if p < 0.001.
Msize multinational corporations’ size, MIexp multinational corporations’ international experience, MR&D multinational corporations’ R&D expenses, Emode entry mode, SFAII subsidiaries’ fixed asset
investment intensity, Sexp subsidiaries’ experience, ISG importance of subsidiary in group, GRIM government restrictions on the ratio of imports and exports, GRE government restrictions on equity,
DSCBP differences in social customs and business practices, ILG inefficiency of the local government, ILI insufficient local infrastructure, NQETM non-availability of qualified expertise and technological
mechanics, UHCLF uncertainty of home country legal framework, MM metal and machinery, CP chemicals and plastics, FTO food, textile and others, IE information and electronics, Resource resource-
seeking motivation,Marketmarket-seeking motivation, Htrc headquarters’ technological resource commitment, Strc subsidiary’s technological resource commitment, Ptrc partners’ technological resource
commitment.

Fig. 2 Empirical results. Note: Standardized regression coefficients (β) with *if p < 0.05; ** if p < 0.01; *** if p < 0.001.
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output control, and other variables in the same framework may
offer further insights into this issue (Lovett et al., 2009). Fourth,
although we have highlighted the impact of technological
resources, a further examination of resource transfer and leverage
processes would provide valuable information regarding their
respective impacts on control mechanisms. Fifth, a headquarters’
motivations may be related to its positioning of subsidiary roles;
thus, the relationship between control mechanisms and sub-
sidiary roles also deserves to be explored (Šalčiuvienė et al., 2008)
in future research. Sixth, since our study examines manufacturing
companies only, we feel that a future study with the inclusion of
service industries would provide widely applicable results. Finally,
we are unable to include variables such as sales and financial
performance in our study due to the nature of our secondary data.
It could have been helpful to include performance measures in
our models and avoid the time-lag bias if the longitudinal data is
available.

Data availability
The datasets generated during and/or analyzed during the current
study are available from the corresponding author on reasonable
request.
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Notes
1 Technological resource commitment refers to the key resource commitment in this
research. With significant advancements in technology, many MNCs now view it as a
key niche (i.e., A.I., smartphones, automotive platform solutions, and 2-nm
production) (TSMC, 2023).

2 Newly industrialized economy is defined as a country whose level of economic
development ranks it between emerging and developed characteristics (Yang and
Mohammad, 2023). Wokutch and Singal (2023) rank the order (from most developed
to less developed): developed country (i.e., western firms)→ newly industrialized
economy (i.e., Taiwan)→ emerging economy (i.e., China), during 20th century to 21st
century.

3 The inflection point of the year 2003 was a turning point for the global economy
(World Bank, 2004), as it marked the end of the global recovery from the 2001
recession and the start of a new phase of slower growth. This slower growth was
attributed to factors such as rising oil prices, geopolitical tensions, and trade
imbalances. World Bank (2004) also notes that emerging market economies,
particularly in Asia, were driving global growth and becoming increasingly integrated
into the global economy.
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