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Abstract : This study investigates the impact of the international development of
firms(i.e., internationalization), dependence of subsidiaries on parent firms (i.e.,
resource dependence of subsidiaries on parent firms and organizational culture),
and local environments (i.e., culture and industrial environment in a host country)
on the choice of control mechanisms by parent firms for subsidiaries.

Through literature review and case studies of six firms headquartered in Taiwan,
the study has the following findings : (1) A parent firm tends to adopt more formal
control mechanisms when its levels of internationalization are low and when a
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subsidiary serves the role as a production site ; (2) A parent firm tends to lower the

adoption of formal control mechanisms, when its levels of internationalization are

low and when a subsidiary serves the role as a selling unit; (3) Increasing levels of
internationalization leads to the adoption of more informal control mechanisms by

a parent firm, in addition to the intensive usage of formal control mechanisms ; (4)

When a subsidiary relies more on the headquarters for resources, a parent firm

tends to adopt more formal control mechanisms ; (5) When a subsidiary relies less

on the headquarters for resources, a parent firm tends to increase the usage of
informal control mechanisms ; (6) When the organizational culture encourages

innovation and communications, a parent firm tends to adopt more informal

control mechanisms ; (7) When the culture of a host country is characterized by

collectivism, a parent firm tends to adopt more formal control mechanisms; and (8)
Unstable local industrial environment leads to more usage of informal control

mechanisms by a parent firm.

Keywords: control mechanisms, internationalization, resource dependence on a

parent firm, local environment

1. %=

ATEARAOELLEBOBTRABAES CERAYHERRER - &
By ¥R FER TSR ERFLERBHAEARK (e %A
BE-FLEREFRANRSG ) RRASKREENLE SO ERBE NS
HBEBABRATX EMBEBEFTRBEEIRAENBRABRTY  HETHERE
A% AR BRET  CEFMOBENBREREEEERBRARNTHE
ERZES B EIEO ORI S RETRRELRS - Bk
5 BREEHNE) TR PR RELEITFAITA—ANRS -

HRNSBANNHEE2HA RRTFAZRE - F— A4 BH1L
HRRALEARNNNEEELETEZRENFNE  BREMFERERETHE
A 8] %53 (Kindleberger, 1969) 5 A & 7135 &k Eik ik % B 2 ) LA 73
bt X R AR 2 5 &% (Buckley and Casson, 1976 ) » #¢# 2 8] B B4tk
RHIAE  TRNARSBANHAGRLOTE > #7035 0484 #
ERERBEES  EHEFLANERAE - REEZRTAREES RN
SHNAEE AR BT AE (REA) #8238 (E8A)
MBESITHR—2 -

F=1980 FRTEUE > SEMHLREFLIRRRERELF
WREHTE - B FrIEHRREFREEBRELE > #5205 0KE
REBR FRrAXBARDERGOAE  TREA S ETHFLIER



Chiao Da Management Review Vol. 25 No. 2, 2005 29
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