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Abstract 
 
The purpose of the research was to increase understanding of how foreign subsidiaries operating 

in an emerging market balance headquarter control and subsidiary initiatives in institutionally 

complex environments. Specifically, this thesis explored how the relationship between Swedish 

MNE headquarters and their South African subsidiaries affects the subsidiaries’ ability to take 

initiatives, particularly focusing on local adaptation, operational disruptions and control 

dynamics. This was done through a qualitative case study using semistructured interviews with 

headquarter representatives in Sweden and subsidiary representatives in South Africa. The 

findings suggest that local knowledge and the ability to adapt to the institutional environment are 

critical factors for achieving long-term success in the South African market. A successful 

balance between headquarter control and subsidiary initiative in emerging markets is achieved 

not through fixed levels of autonomy, but rather the ability to respond effectively to local 

contexts while remaining strategically aligned with headquarter interests. By focusing on the HQ 

- subsidiary relationship in an institutionally complex environment, the thesis contributes to 

international business literature by providing insight on the tradeoff between autonomy and 

control, challenging the traditionally static view on emerging market subsidiaries as passive, 

suggesting that the tradeoff invites a rather active role.  
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1. Introduction 

1.1 Background 

The growing presence of emerging markets in international business is becoming increasingly 

important for multinational enterprises. Existing research on global companies’ international 

expansion through the use of subsidiaries is present, but has a strong focus on advanced 

economies and headquarter perspective. Less attention has therefore been put on emerging 

markets and the intraorganizational dynamics in a cross-border company structure, leaving much 

to be discovered regarding emerging market subsidiaries and their relationship to their advanced 

economy headquarters. 

1.1.2 Headquarter-Subsidiary Relations in Emerging Markets 

An emerging market is defined by EBSCO as a low- or middle income country that experiences 

rapid economic growth (Boslaugh, 2024). The headquarters in multinational enterprises (MNEs) 

often face many grand challenges coming from both the internal and external environments 

surrounding the organization. In complex environments the pressure becomes even higher, and 

the relationship between the headquarters and their global operations and subsidiaries should be 

actively managed (Ciabuschi et al., 2012, p. 214). Issues that tend to cause tension and need to be 

closely managed include minimizing the differences between headquarters' expectations and 

subsidiary performance, the different relationships across multiple hierarchical layers, and 

aligning these relationships across diverse subunits embedded in different social contexts 

(Hoenen & Kostova, 2015, p. 106). However, the relationship is not purely top-down: while the 
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headquarter’s strategy influences the operations of the subsidiary, recent research also suggests 

that the local context of the subsidiary also influences headquarter strategy initiatives 

(Padrón-Hernández & Gillmore, 2026, p. 1). This becomes even more prominent in emerging 

markets, where rapid economic growth and dynamic development shapes the relationship. 

External factors of the global environment could increase the tension, which further enhances the 

importance of close management of the relationship. With operating a subsidiary in an emerging 

market comes both challenges and opportunities. One of the main challenges being the presence 

of institutional complexity, as different social and economic interests within the environment 

might require opposing actions. This can cause friction between the different interests within the 

organization, which is a challenge when managing the relationship between the subsidiary and 

the headquarters (Fu et al., 2022, p. 50). 

1.1.3 South Africa as an Emerging Market 

Throughout history, South Africa has been met by racial segregation and discrimination, which 

escalated during apartheid in the later 1900’s. Some of the occurrences were no longer 

considered a domestic issue, but instead a threat to human rights and international peace. The 

UN, and the rest of the world, took an active stance against these policies by introducing 

sanctions on South Africa. Some of these sanctions included international banks refusing to 

extend credit, investments and imports being stopped and air travel and tourism declining 

completely. This boycott lasted between 1960 and 1994 when Nelson Mandela became president 

(Commonwealth Secretariat, 2017; Thomas, 2023, p. 1; United Nations, n.d.). Aside from being 

an effective coercion mechanism, sanctions are shown to have long-lasting economic and social 

effects on the country subject to them. Studies show that recovery is difficult and often 
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characterized by a declining or stagnant GDP and lessened foreign direct investment, but also 

socioeconomic consequences such as poverty, unemployment, declining infrastructure and 

deteriorating welfare (Ahmed et al., 2024, p. 1; Gutmann et al., 2023, p. 1). 

 

Although South Africa is still recovering from this socioeconomic defeat, it is now categorized 

as an emerging market by several major institutions such as IMF (Medici et al, 2025) and MSCI 

(2026), with the Johannesburg Stock Exchange being rated one of the highest in the world 

among emerging markets. It is classified as an upper-middle-income country considering its 

relatively high GDP/capita - although below developed countries - while still battling large 

inequality and development issues (The World Bank, 2026). Its geographic reach and widespread 

infrastructure along with a generous business development makes it a welcoming hub for 

companies to establish their business. South Africa is generally considered an incubator for new 

business as it provides an extending hand further into Sub-Saharan Africa, especially within the 

Southern African Development Community region (SADC) (International Trade Administration, 

2024; SADC, 2022). Despite nowadays being considered an emerging market, South Africa is 

still colored by its past and considered a part of the Global South: a term that categorizes 

historically underdeveloped, less industrialized, unequal and economically challenged countries.  

1.2 Problematization  

Much of the previous research has focused on the headquarter perspective in managing the 

subsidiary, for example What are the consequences of initiative-taking in multinational 

subsidiaries? by Tina C Ambos, Ulf Andersson and Julian Birkinshaw (2010) and Refining a 

subsidiary evolution framework: clarifying key concepts by Johan Jakobsson, Katarina 
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Lagerström and Roger Schweizer (2020). By contrast, the subsidiary perspective has received 

comparatively limited attention. Furthermore, the Global South, and particularly Sub-Saharan 

Africa, has been largely overlooked in prior research. 

 

Two research papers on emerging market subsidiaries were done separately throughout 26 and 

five years, respectively (Bıçakcıoğlu-Peynirci, 2023; Garcìa-Lillo et al., 2021). Both studies 

analyzed subsidiary functions in emerging markets rather than the relationship between 

subsidiaries in emerging markets and the headquarters, and both papers had a strong geographic 

bias toward China and India with some additional emerging markets included, but African 

countries were underrepresented. Despite these two papers being conducted over the course of 

several years on several separate studies, the conclusion was that there is no applicable 

framework on emerging market subsidiaries since the reality is more multi-faceted and dynamic. 

Considering the overrepresentation of Asian countries in the studies as well as the lack of 

empirical frameworks, there are seemingly limitations to emerging market research. Existing 

research regarding headquarter (HQ) - subsidiary relationships in emerging markets might 

therefore differ for the case of subsidiaries in South Africa.  

 

In a complex organizational structure, with many headquarters on different levels, the traditional 

view of the headquarter as the central decision maker should be questioned, according to 

Ciabuschi et al. (2012, p. 213). Instead, research should have a more dynamic and network-based 

perspective where subsidiaries play a crucial role in translating global strategies into local 

practices to be able to adjust to the complexities of the organizational structures. The balancing 

of headquarter control and subsidiary initiative-taking is therefore particularly important in 
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emerging markets since subsidiaries face institutional uncertainty and rapidly changing local 

conditions which need to be adapted to, while still remaining aligned with the headquarter 

strategy. In order to fully understand the contribution and importance of the subsidiaries and 

global operations, research needs to focus on the power relationship between headquarters and 

subsidiaries from the subsidiary perspective (Ciabuschi et al., 2012, p. 213). Consequently, this 

perspective would contribute to the understanding of the importance in managing the relationship 

as a two sided-relationship within a larger network of actors within the MNE.  

1.3 Research Aim and Research Question 

The purpose of the research is to increase understanding of how foreign subsidiaries operating in 

an emerging market balance headquarter control and subsidiary initiatives. Therefore, the work 

will be based on the following research question:  

- How does a foreign subsidiary operating in an emerging market such as South Africa 

balance headquarter control and subsidiary initiative-taking? 

1.4 Delimitations  

This research will focus on Swedish multinational enterprises with a Swedish headquarter and a 

South African subsidiary, and the relationship between the two. As mentioned, much of the 

African continent has been completely left out from HQ - subsidiary relations research and 

subsidiary initiative research, leaving a large research gap. Within the area of emerging markets, 

the different markets and countries differ greatly, Asian and African emerging markets in 

particular. In order to get the full picture of how foreign subsidiaries operating in an emerging 
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market balance headquarter control and subsidiary initiative-taking, the full spectrum of markets 

must be looked at, which is what this thesis aims to contribute to.  

2. Theoretical Framework  

2.1 Subsidiary Embeddedness 

In the context of this thesis, autonomy is defined as the extent to which subsidiary managers are 

able to make decisions without headquarters’ involvement (Ambos et al., 2010, p. 1102). 

Buckley et al. (2024, p. 1) underscore the importance of subsidiary reputation when creating 

market advantages through both internal and external embeddedness - in which “internal” relates 

to how embedded the subsidiary is with its parent company and the MNE organization as a 

whole, while “external” embeddedness means how integrated the subsidiary is with its local 

network such as suppliers, customers and institutions. Being externally embedded can be 

advantageous for subsidiaries, as Buckley et al. (2024, p. 1) explain that establishing long term 

relationships with these local stakeholders potentially can affect operations, it may grant or deny 

contracts, and introduce new market opportunities. However, it may also bring negative 

consequences for the subsidiary’s internal reputation in terms of conflicting interests, depending 

on headquarter policy and strategy and its preference on subsidiary autonomy. The tradeoff 

therefore lies between local adaptation and alignment with corporate strategy (Buckley et al., 

2024, p. 1). 

 

One complexity that subsidiaries in other countries than their parent firm encounter is the 

importance of being dually embedded. This means that while the subsidiary must be externally 
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embedded in its local network, it must also be internally embedded within the MNE network. 

Balancing this duality is important for both the subsidiary itself to be successful within its own 

context as well as within the MNE as a whole, but it is also of importance for the headquarters as 

the more embedded the subsidiary is, the more benefits HQ can reap locally from its subsidiary 

and internally. These benefits include local knowledge, technologies and customer insights 

(Meyer et al., 2011, p. 236). 

2.2 Control Mechanisms and Subsidiary Autonomy  

When managing subsidiary autonomy, Andersson et al. (2005, p. 522) state that control 

mechanisms play a central role, and define it as tools or means to control the behavior within a 

system. These practices can therefore heavily impact the dynamic between an MNE and its 

subunits, specifically in regards to risk mitigation or the lack thereof. Additional research shows 

that the local embeddedness of subsidiaries is affected by the control mechanisms imposed by 

MNEs, influencing the way in which - and to what extent - autonomy and knowledge creation is 

generated. This subsequently creates a tradeoff between headquarter control and subsidiary 

autonomy that needs to be balanced in order for subsidiaries to act independently and adapt 

locally for market advantages, while still adhering to HQ strategy for internal knowledge gain 

(Andersson et al., 2005, pp. 522-525). 

 

In the HQ - subsidiary relationship, Andersson et al. (2005, p. 522) argue that subsidiaries take 

on different roles, either more strategic or more constricted, depending on their local context, 

network and environment, ultimately affecting the level of local embeddedness of the subsidiary. 

The deeper the embeddedness, the more likely the subsidiary is to take initiative through 
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collaboration, deeper knowledge access and a higher level of initiative-taking, hence why the 

article argues that it is highly correlated to the strategic importance of the subsidiary (Andersson 

et al., 2005, p. 522).  

 

The same theory presents two different types of control imposed by headquarters; direct and 

indirect. Direct control refers to immediate supervision or centralized decision-making by HQ at 

subsidiary expense. On the contrary, indirect control implies a more subtle take in which 

subsidiary performance is evaluated on financial and non-financial KPIs. Given the 

aforementioned importance of local embeddedness for subsidiaries and the impact it has on 

knowledge creation and initiative-taking, the imposed control mechanisms should therefore 

reflect HQ strategy. One such mechanism is the use of expatriates, which is shown to generally 

have a negative effect on local embeddedness. Seeing as the expatriates lack local knowledge 

and come with an HQ-centered focus, they tend to prefer standardized activities. The article 

distinguishes between expatriate and subsidiary strategy - the former having a stronger 

deductive, planned attitude, with the latter being more inductive and explorative in its approach 

(Andersson et al., 2005, p. 525). The use of expatriates may therefore lead to reduced investment 

in local relationships and thereby also external learning, as directives typically are 

headquarter-centered. Another form of control mechanism that instead has a positive effect on 

local embeddedness for subsidiaries is knowledge evaluation. Instead of evaluating subsidiary 

performance based on HQ-centered measures, subsidiaries are assessed on their ability to create 

valuable knowledge. This boosts investments in relationships and collaboration in the local 

network, and headquarter measurements thereby directly affect subsidiary strategy. The trade-off 

lies in HQ having to balance control and certainty with flexibility and initiatives from the 
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subsidiary, depending on which control mechanisms they see fit (Andersson et al., 2005, pp. 

534-535).  

2.2.1 Cultural Intelligence 

The concept of cultural intelligence is the ability to function effectively in a culturally diverse 

environment, and the ability to adapt and acclimatize in an efficient way. This includes the 

willingness to understand and adapt to other cultures in an appropriate manner, as well as 

knowledge and awareness of the culture (Vlajčić et al., 2019, p. 367). Managers with high 

cultural intelligence understand local culture and communicate effectively, which in turn will 

facilitate a smooth transfer of knowledge and communication, both from the HQ to the 

subsidiary and vice versa. In contrast to Andersson et al. (2005), Vlajčić et al. (2019) highlights 

the importance of expatriates as a way of mediating between the national culture of the parent 

organization and the subsidiary. Cultural intelligence can therefore, through an expat manager, 

act as a decodification in the knowledge transfer and communication process through effectively 

forwarding the message between the headquarter and the subsidiary (Vlajčić et al., 2019, p. 367). 

Within organizations, differentiating organizational cultures tends to have a negative influence 

on subsidiary performance, as strategic messages might be misunderstood or not communicated 

correctly. Meanwhile knowledge transfer has a significant positive influence on cross-border 

relationships success (Ahammad et al., 2016, p. 73), thus highlighting the importance of cultural 

intelligence within the organization to effectively facilitate smooth knowledge transfer and 

between the subsidiaries and headquarter.  
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2.2.2 Cultural Dimensions and Control 

The Cultural Dimensions Theory, developed by Geert Hofstede (2011), can provide clear cultural 

differences and similarities that could affect the HQ - subsidiary relationship, specifically when 

the subsidiary is located in a geographically and culturally distant country. The theory is based 

on a scale of 0-100, and reflects on the national tendencies. In this context, a score of 0 doesn’t 

mean absence of the cultural trait, but rather indicates that the culture is positioned low compared 

to other countries, and a score of 100 indicates that the culture is positioned high in comparison 

to other countries. 

 

Power distance refers to the extent to which less powerful members of organizations accept and 

expect a strong separation of power between employee and manager (Hofstede, 2011, p. 9). The 

power distance index indicates both the existence of hierarchical differences and the degree to 

which such differences are accepted between management and employees. This dimension 

reflects how authority, decision-making, and control are structured within organizations. The 

power distance index is calculated based on survey responses from employees regarding their 

fear of disagreeing with managers, their perception of managerial decision-making styles, and 

their preferred leadership style (Hofstede, 2011, p. 9). According to Hofstede’s cultural 

dimensions theory, countries with low power distance tend to value equality, consultation, and 

employee participation, whereas countries with higher power distance are more likely to accept 

unequal distribution of authority and centralized decision-making. 

 

The results show the Scandinavian countries clustered at the bottom of the list, indicating that 

managers in these countries are not expected to exhibit much more power than the employees 
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(Hofstede, 2011, p. 9). The employees want a more equal balance of power and show 

considerable independence from the managers. Sweden in particular scored a 31 on the power 

distance scale, while South Africa scored a 49 (The Culture Factor Group, 2026). With a score of 

49, South Africans generally accept a hierarchical order to a larger extent. Hierarchy in an 

organization is seen as reflecting inherent inequalities, with a centralized focus. However, it is 

important to note that a national culture score represents general national tendencies and may not 

reflect individual organizational cultures or leadership styles. In South Africa in particular, with 

multiple different cultures within its borders and their complex history, this number might not be 

representative for every scenario or situation. Meanwhile, the score of 31 for Sweden reflects the 

decentralized approach to organizations. Managers count on the experience of their team 

members, and employees expect to be consulted. In contrast to South Africa, the attitude towards 

managers is more informal and communication is direct and participative (Hofstede, 2011, p. 9). 

 

In addition, the cultural dimension of uncertainty avoidance is a prominent gap between the 

Swedish and the South African organizational and national cultures. Uncertainty avoidance deals 

with a society’s tolerance for ambiguity and uncertainties, and gives an indication of to what 

extent a culture allows its members to feel either uncomfortable or comfortable in unstructured 

situations. Uncertainty avoiding cultures try to minimize the possibility of unknown and 

surprising situations by strict social norms, laws and rules and disapproval of differentiating 

opinions (Hofstede, 2011, p. 10). In this cultural dimension, South Africa scores a 49, a moderate 

score on the scale of 0-100, while Sweden scores slightly lower at 29 (The Culture Factor Group, 

2026). This indicates that South Africa tackles the distrust in uncertain situations with strict laws 

and social norms and deviating opinions and innovation is discouraged. Meanwhile, Sweden's 
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score indicates a slightly more relaxed attitude towards the unknown and new thinking and 

innovation is generally more encouraged (The Culture Factor Group, 2026).   

 

Overall, the lower power distance in Sweden supports collaborative and decentralized 

organizational structures, while the relatively higher score in South Africa indicates a greater 

acceptance of hierarchical authority within organizations. Further, the lower score in uncertainty 

avoidance in Sweden is generally more encouraging towards innovation and a more relaxed 

attitude towards what is unknown, while South Africa relies more on laws, regulations and what 

is already known to operate. 

2.3 Institutional Theory 

Institutional theory explains how organizations are shaped by institutional rules, expectations and 

norms within the external environment. The theory suggests that organizations adapt 

organizational structures based on institutional rules and norms within their environment to gain 

legitimacy, even if the structure might not be the best suited for their practice (Meyer & Rowan, 

1977, pp. 340-341). These environments contain laws, standards and expectations, which are all 

aspects that both consciously and unconsciously shape the structure of the organizations within 

the environment. By adapting to the institutional landscape, the organization gains legitimacy 

which ensures stability and survival of the organization within the environment (Meyer & 

Rowan, 1977, p. 340). This could include adapting organizational structures based on 

expectations rather than efficiency, such as reporting systems and policies to gain the acceptance 

of the environment, which in practice means adapting to local practices, laws, and expectations. 

In multinational enterprises, the subsidiary faces what's referred to as institutional duality 
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(Kostova & Roth, 2002, p. 218), which implies that a subsidiary must respond to both the 

institutional environment of the parent organization, as well as the institutional environment of 

the host country. The subsidiary must therefore adapt to both the organizational practices 

enforced by the headquarter and the institutional practices within the local environment to gain 

legitimacy from both parties, which could create tension (Kostova & Roth, 2002, p. 219). Two 

factors are identified by Kostova & Roth (2002, pp. 227-228) as influencing the adaptation of 

practice: the institutional profile, defined as the regulatory, normative and cognitive landscape of 

the host country; and the relational context within the organization and the extent of practice 

adoption enforced by the headquarter may vary depending on the local institutional context. A 

mechanism organizations may use to manage tensions between institutional demands is 

decoupling, which Meyer and Rowan (1977, pp. 356-357) describe as separating formal 

organizational structures from actual work practices. This allows subsidiaries to adapt to local 

institutional environments while maintaining compliance with formal rules established by 

headquarters. Through decoupling, organizations can gain legitimacy in multiple institutional 

contexts despite conflicting expectations. This perspective is particularly important in regards to 

organizations operating in multiple countries and cultures, where their foreign operations and 

subsidiaries must balance organizational control from headquarters with adaptation to local 

institutional environments. 

2.3.1 Institutional Complexity 

Organizations face institutional complexity whenever the institutional environment is 

simultaneously proposing multiple institutional logics, each of which differentially shapes an 

organizations’ actions (Fu et al., 2022, p. 50). Examples of this could include conflicting social 

and economic norms or standards, such as when social institutions promote long-term 
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employment and community stability, while economic institutions prioritize efficiency and cost 

minimization. These competing expectations can lead to institutional complexity by creating 

difficult demands that firms must navigate simultaneously (Fu et al., 2022, p. 50). This can in 

turn lead to market uncertainties due to the conflicting institutional demands and unclear 

priorities affecting the organization. These demands are however not fixed, and can change as 

the market develops. In emerging markets, different norms compete for dominance because 

different groups support the norms and structures that benefit their interests. As power and 

circumstances change, different logics become more or less influential over time (Greenwood et 

al., 2011, p. 318). Another aspect of institutional complexity is the unwillingness of cooperation, 

which stems from divergent interests of partners which might cause failing commitments or even 

opportunism. This in relation to institutional voids can cause great difficulties for actors within 

the environment to cooperate and coordinate due to the conflicting interests and lack of 

consequences enforced by authorities, and often hinder economic development (Fu et al., 2022, 

pp, 49).  

2.4 Subsidiary Initiative-taking 

Foreign subsidiaries have for a long time been used by the parent company as a branch of the 

MNE in which value-adding activities have been in focus (Birkinshaw, 1996, p. 210). The use of 

foreign subsidiaries has since then shifted and over time, subsidiaries have acquired more 

mandates that go beyond its national market. This could include local implementation, process 

optimization and market adaptation mandates. According to Birkinshaw (1996, pp. 224-226), the 

majority of the mandates were driven by the subsidiary themselves and not by the headquarter, 

which could confirm the belief that mandates are earned rather than given. This correlates to the 
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idea by Ambos et al. (2010, p. 1099) that subsidiaries are not able to increase their influence 

through initiatives unless they get headquarters' attention. They continue to underscore that 

subsidiary initiative-taking has a direct effect on its own autonomy, as headquarter monitoring 

generally tends to increase the more freedom the subsidiary takes. Therefore, the level of 

initiative-taking by the subsidiary must be strategically planned in order to gain more autonomy 

in the future, and initiative-taking from the subsidiary needs to align with corporate goals to not 

create internal conflict (Ambos et al., 2010, p. 1099). 

When gaining local knowledge, a subsidiary can either transfer it internally to other MNE units 

and take a more traditional approach, or it can integrate the knowledge within the own firm and 

instead take a more creative role and use the gained knowledge. Meyer et al. (2011, pp. 241-242) 

present different subsidiary roles and distinguish between them. The traditional role, in which the 

parent firm typically transfers knowledge top-down, can have some integration of subsidiary 

transferred knowledge but is usually somewhat restricted only to explicitly local decisions. The 

modern approach, however, invites a more creative role for the subsidiary to take in which there 

are reverse knowledge flows to a higher extent and the subsidiary is used as a means of 

knowledge streams, influencing both itself and the rest of the MNE, locally and internally 

(Meyer et al., 2011, pp. 242-243). One challenge with balancing this dual embeddedness is that it 

can create a conflict of interest, with the subsidiary having to navigate between HQ interest and 

that of its own local network (Meyer et al., 2011, p. 244). The higher the internal communication 

is, both within the subsidiary but also between subsidiary and headquarter managers, the easier 

this problem is to overcome. According to Bartlett & Ghoshal (1988, p. 386), if subsidiaries and 

headquarters share culture and communication, they are more likely to have aligning goals. If the 

two units’ goals align then the level of autonomy within the subsidiary isn’t necessarily creating 
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a conflict of interest, but instead engages both sides. Essentially it is argued that a locally 

integrated subsidiary with higher levels of autonomy will be initiative-taking, creative, and prone 

to share information internally, subsequently creating benefits for the headquarters (Bartlett & 

Ghoshal, 1988, p. 386). 

2.4.1 Three Types of Subsidiary Initiative-taking 

When talking about subsidiary initiatives, there are three different types according to Birkinshaw 

(1997, pp. 207-213). These are local market initiatives, internal market initiatives, and global 

market initiatives which all take a different approach in autonomy and desired outcome.  

Local market initiative 

A local market initiative refers to an initiative developed by a subsidiary catering to its local 

market independently from HQ regulations. Facilitating factors include access to local resources 

and knowledge, a low degree of HQ - subsidiary communication, and high autonomy 

(Birkinshaw, 1997, p. 212). Local knowledge is a source of power the subsidiary can use as 

bargaining leverage, which in turn can be a strategic tool to increase internal influence, protect 

autonomy and strengthen internal position (Mudambi & Navarra, 2004, pp. 388-392). Since HQ 

often does not possess the same level of local knowledge, the subsidiary can use this knowledge 

to gain influence and protect its autonomy (Birkinshaw, 1997, p. 212). 

Internal market initiative 

An internal market initiative is where a subsidiary improves the company internally, and not 

necessarily for external customers. The facilitating factors for internal market initiatives include 

access to local resources, well developed HQ - subsidiary communication and low autonomy 
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(Birkinshaw, 1997, p. 213). This type of initiative often serves other subsidiaries within the MNE 

or HQ.  

Global market initiative  

Global market initiative is a development of a new process or product that is leveraged globally 

and not just to the local market. This requires existing international responsibilities, and high 

autonomy in order to distribute subsidiary capabilities into related areas (Birkinshaw, 1997, p. 

213).  

Using this theory, Birkinshaw draws the conclusion that there is a tradeoff between control and 

autonomy, and that the parent firm essentially has the power to shape its subsidiaries’ structure 

(1997, p. 210). Depending on the level of headquarter and local influence, different styles of 

initiatives can be taken by the subsidiaries. The more integrated a subsidiary is with the internal 

firm, the more internal initiatives it is prone to take. On the contrary, if a subsidiary is more 

embedded in its local context, Birkinshaw states that local and global market initiatives are more 

likely to occur (1997, p. 225). In emerging markets, studies show that a subsidiaries’ 

embeddedness with the local network is positively associated with initiative-taking, which is 

transformed into global innovation though strategic position (Ragazzi Isaac et al., 2019). 

2.4.2 Subsidiary Initiative-taking in Emerging Markets 

In an emerging market context, Verbeke & Yuan (2013, p. 237) argue that three factors have the 

ability to influence subsidiary entrepreneurship, and thereby also initiative-taking. These factors 

are human resources (HR) slack, the availability of downstream capabilities (such as local needs 

and marketing skills) and the local environment. According to this article, an emerging market 

(EM) can offer either a hostile or non-hostile environment, in terms of institutional uncertainty, 

17 



 

with varying levels of competition and dynamism. Because of the potential institutional 

uncertainty in emerging markets, MNEs in developed markets tend to keep upstream activities in 

their home country while EM subsidiaries exercise downstream activities. These downstream 

activities usually require local knowledge or less cost, hence why they typically aren’t 

headquarter centered. Upstream activities, on the other hand, require more investment and come 

with higher risk if not exercised correctly or sufficiently monitored, and includes activities such 

as sourcing, research & development and production. Headquarter management tends to care less 

about HR slack as opposed to financial slack in emerging markets, considering the potential risk 

that comes with an uncertain environment and underlying or unexpected costs (Verbeke & Yuan, 

2013, p. 239). The more room there is for a subsidiary to engage in the local environment and 

explore ideas, given a high level of HR slack, the more possibilities there are to take initiatives. 

Similarly, if the subsidiary has strong downstream capabilities, such as marketing skills and local 

knowledge, the subsidiary is more likely to identify opportunities among its local network 

(Verbeke & Yuan, 2013, p. 240). However, it is argued that initiative-taking and subsidiary 

entrepreneurship only is increased when there is a combination of strong levels of the 

contributing factors. Low hostility or a highly dynamic environment in combination with high 

HR slack and strong downstream capabilities simultaneously create an entrepreneurial 

environment for the subsidiary, fostering initiative-taking (Verbeke & Yuan, 2013, p. 253). 

 

Wei & Nguyen (2017, pp. 596-597) mention that there is one recurring tradeoff that is evident in 

the HQ - subsidiary relationship: local responsiveness and global integration. Emerging markets 

are generally characterized by weak institutional environments which tends to implicate 

business, as domestic institutions shape company strategy. It is therefore important for 
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subsidiaries to build capacity, be innovative and proactive in order to create the business 

environment they need, while simultaneously balancing integration and responsiveness (Wei & 

Nguyen, 2017, pp. 596-598). In developed markets, subsidiaries can rely on established 

firm-specific advantages such as managerial expertise, technology and resources from their 

headquarters. In an emerging market, on the other hand, the absence of a strong institutional 

environment and lack of support in similar resources makes autonomy and independence 

increasingly important, as it essentially forces initiative-taking, resource-building and local 

adaptation from the subsidiary. Therefore, the article highlights that this isn’t necessarily a 

subsidiary strategy but instead a requirement in order to overcome local disturbances and adapt 

in a dynamic and institutionally weak environment. Without local knowledge and adaptation, the 

subsidiary wouldn’t be able to build competitive advantage (Wei & Nguyen, 2017, pp. 596-598).  

2.5 Summary of Theoretical Framework 

This theoretical framework refers to autonomy as to the extent to which subsidiary managers can 

make decisions independently from headquarters (Ambos et al., 2010, p. 1102). Subsidiaries 

must balance dual embeddedness by integrating both with local external networks and the 

internal MNE network, creating a tradeoff between local adaptation and alignment with 

headquarters’ strategy and control (Meyer et al., 2011, p. 236). In this context, control 

mechanisms play a key role in managing subsidiary autonomy, as headquarters must balance 

control and risk mitigation with allowing subsidiaries enough independence to adapt locally and 

build embeddedness (Andersson et al., 2005, p. 522). The choice of control mechanisms can 

therefore either constrain or support subsidiaries autonomy, creating a tradeoff between 

headquarters’ strategic alignment and subsidiary flexibility. Types of control mechanisms include 
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the direct control, such as the use of expatriates, or more indirect control in terms of financial 

and non-financial KPIs and other regulatory frameworks (Andersson et al., 2005, p. 525).  

 

Cultural intelligence refers to the ability to effectively understand and operate within different 

cultural contexts, enabling managers, often through the use of expatriate roles, to facilitate 

clearer communication and smoother knowledge transfer between headquarters and subsidiaries, 

which is critical for cross-border organizational effectiveness (Vlajčić et al., 2019, p. 367). 

However, the use of expatriates can also have a negative effect on local embeddedness, with the 

lesser experience of the local culture (Andersson et al., 2005, p. 225). In addition, Hofstede's 

Cultural Dimensions theory can act as a translator to the many cultural differences between 

Sweden and South Africa (Hofstede, 2011, p. 9). Sweden’s lower power distance supports more 

collaborative and decentralized structures, while South Africa’s higher score reflects greater 

acceptance of hierarchy. Similarly, Sweden’s lower uncertainty avoidance encourages flexibility 

and innovation, whereas South Africa places more emphasis on rules and established practices to 

manage uncertainty (The Culture Factor Group, 2026). 

 

The role of foreign subsidiaries has evolved from primarily executing top-down directives from 

the headquarter, to taking on broader mandates that enable reverse knowledge flows, where 

subsidiaries increasingly contribute knowledge that influences both their own operations and the 

wider MNE network (Meyer et al., 2011, pp. 242–243). In emerging markets, subsidiary 

initiative-taking is shaped by factors such as downstream capabilities and the local environment, 

where strong combinations of these conditions in less hostile contexts enable entrepreneurship 

and innovation (Verbeke & Yuan, 2013, p. 237). At the same time, subsidiaries face a tradeoff 
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between global integration and local responsiveness, as weaker institutional environments 

require greater autonomy and local adaptation to establish and maintain competitive advantage 

(Wei & Nguyen, 2017, pp. 596-598). 

 

Institutional Theory explains how organizations adapt their structures to external rules and 

expectations in order to gain legitimacy, even when these structures are not the most efficient in 

practice (Meyer & Rowan, 1977, pp. 340-341). In multinational enterprises, subsidiaries often 

experience institutional duality, meaning they must simultaneously respond to both HQs’ 

requirements and the host country's institutional environment, which can be managed through 

mechanisms such as decoupling to balance conflicting demands (Kostova & Roth, 2002, p. 218). 

This creates institutional complexity, where organizations face competing institutional logics and 

shifting expectations that generate uncertainty and tensions between efficiency, legitimacy, and 

cooperation across different contexts (Kostova & Roth, 2002, p. 219). 

3. Methodology 

3.1 Research Strategy 

Given the nature of exploring how foreign subsidiaries operating in an emerging market balance 

headquarter control and subsidiary initiatives, a qualitative research method was employed. This 

was to capture the different levels and aspects of the relationship based on personal and 

organizational experience and to understand the different nuances. This strategy is particularly 

well suited in this context. Since multinational enterprises operate across multiple cultures and 
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institutional contexts, a qualitative research approach can allow for a deeper understanding 

regarding how the relationship differs between different enterprises and international context.  

 

In addition to this, an abductive research method was chosen. The abductive research method 

allows for more flexibility and a more back-and-forth approach between empirical findings and 

theory. This approach was appropriate because the study explored a complex phenomenon where 

existing theories were insufficient, requiring continuous interpretation between empirical 

findings and theoretical concepts. This approach is associated with Interpretive Research (Bell et 

al., 2022, p. 65), which is a type of research that is described as a dialog between theory and 

empirical findings, which results in a focus on understanding meanings, perspectives, and 

interpretations, rather than explanatory models or theoretical suggestions. As the aim of the study 

is to enquire depth and a deeper understanding of the phenomenon, this method was appropriate. 

As the researchers could, based on local information through data collection, expand on the 

theoretical understanding throughout the research process. This allowed for a deeper analysis of 

the cases, rather than rigidly sticking to a theory that the researchers had little local 

understanding of.  

3.2 Research Design 

This research employed the design of a multiple case study. Since the focus of the research is 

how foreign subsidiaries operating in an emerging market balance headquarter control and 

subsidiary initiatives, the choice of design will allow the researchers to compare and contrast the 

findings from each case. This in turn encourages a thorough analysis of what is unique and what 
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is common across the cases, which promotes a continuous theoretical reflection of the findings 

(Bell et al., 2022, p. 67). 

 

In addition to this, the study uses a comparative design, with an intercultural approach, in order 

to understand the interaction between people and organizations with different cultural 

backgrounds (Bell et al., 2022 p. 69). This study specifically examined the Swedish and South 

African contexts to identify how cultural and institutional factors shape HQ - subsidiary 

relationships and applying the same framework to both Sweden and South Africa, the design can 

strengthen the consistency and credibility of the findings. 

 

By combining these two designs, the researchers are able to compare and contrast the findings on 

a deeper cultural level, in the context of international business. This gives rich insights into the 

international and national context, while also allowing pattern detection and generalization 

between the cases. 

3.3 Data Collection 

3.3.1 Primary Data Collection 

In this study, the primary data collection was done through interviews. Conducting interviews is 

a well-suited tool for a qualitative study since it allows for an in-depth understanding of the 

topic, with the possibility to compare results between the different cases and obtain information 

in an explorative way (Walliman, 2022, p. 137). The interviews took place both in person and 

online, which will be outlined later in the chapter.  
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3.3.2 Sampling 

The sampling frame of our research was Swedish multinational enterprises, with their 

headquarter in Sweden and a foreign subsidiary or operation in South Africa. The sampling was 

non-probability, since it would be difficult to access the  whole population, and a combination of 

theoretical sampling and snowball sampling was used. As for the theoretical sampling, 

participants with relevant expertise and understanding of local conditions were needed to 

conduct the data collection. Therefore, contact was made with Swedish managers at a Swedish 

multinational enterprise through linked in, who had particular knowledge and contact with the 

operations in South Africa and could give relevant insight into the HQ - subsidiary relationship. 

With help from these managers, the researchers were able to get in contact with their 

counterparts in South Africa through network-based recruitment, or snowball sampling. In that 

way, the research was conducted with individuals who possessed extensive experience in the 

field and strong local knowledge of both the Swedish and South African business climates. This 

approach was appropriate as the aim of the study was to obtain in-depth understanding of the 

headquarter-subsidiary relationships, rather than statistical generalizations (Walliman, 2022, p. 

129).  

3.3.3 Interview Guide 

This study employed a semistructured interview approach, with both structured and unstructured 

sections, with the possibility to add follow-up questions during the interview. This allowed for 

the coverage of standardized topics, such as personal details and basic contexts, as well as the 

possibility to expand into more qualitative topics in a flexible way (Walliman, 2022, p. 138). 
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The questions were developed based on the initial literature research, with the identified main 

topics of control and strategic influence, initiative from the subsidiary and local context. In 

addition to this, since interviews were conducted in both Swedish and English, two different 

interview guides were created: one in Swedish and one in English. The interview guide was 

originally developed in Swedish and translated into English by the researchers. To ensure 

accuracy, the translated version was reviewed by AI to maintain the original meaning of the 

questions. 

3.3.4 Conducting Interviews 

Since this thesis is utilizing a qualitative research method within the complex network of 

multinational enterprises, conducting interviews was the optimal way of conducting the research, 

since it allows access to subjective understandings, interpretations and how actors understand 

and experience the relationship, not just what formally exists. Conducting interviews is therefore 

a very flexible tool which can be used to examine multiple different perspectives and layers of 

the relationship between the headquarter and the subsidiary. The interviews were between 30-60 

minutes, where some were conducted online through Teams, and some were in person. The 

interviews being conducted in person allowed for interaction through non-verbal communication, 

such as facial expressions and body language which added to the overall experience of the 

interview (Bell et al., 2022, p. 433). The interviews were conducted with both a representative 

from the Swedish office and the South African office, which allowed for both perspectives to be 

represented. In some cases however, only one person was interviewed since they had extensive 

experience and understanding of both the Swedish office and the South African office. One 

respondent had had an expat contract from the Swedish office to the South African office, and 
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two respondents had started their careers at the South African office and then very recently 

moved to Sweden and the Swedish office of the same company.  

 

When conducting the interviews, both researchers were present. One led the interview and 

followed the interview guide, while the other took notes and asked follow up questions. This 

allowed for gaps in the data collection process and notes to be written clearly, since one of the 

researches mainly focused on writing down the answers.  

 

Below is an outline of the conducted interviews. 

Company Role Nationality Country Date Location Time 

spent 

A Surveillance 

Security 

Swedish Sweden 02-03-2026 In person  45 min 

A Vice President 

 

Head of 

Security and 

Risk 

Management 

Swedish South 

Africa 

09-03-2026 In Person 60 min 

C Commercial 

Director/Cons

umer 

Experience 

Swedish 

Former 

expat in 

South Africa 

Sweden 10-03-2026 Teams 60 min 

D Director 

Delivery 

Swedish Sweden 04-03-2026 Teams 50 min 
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Coordination 

D Delivery 

Coordination 

South 

Africans 

South 

Africa 

11-03-2026 Teams 45 min 

E Quality 

Engineer 

South 

African 

Sweden 09-03-2026 Teams 50 min 

B Employee 

Experience 

Expert 

South 

African 

Sweden 03-03-2026 Teams 60 min 

Table 1: Overview of interview      

3.3.5 Secondary Data Collection 

Throughout the writing process, extensive literature search has been present. To ensure relevance 

and reliability, peer reviewed articles have acted as the foundation of literature search and 

theoretical research. Platforms such as Supersearch by the University of Gothenburg and Jstor 

have been used to efficiently find relevant information. This helped outline what theories and 

concepts are present and relevant to the study, as well as to identify research opportunities (Bell 

et al. 2022, p. 93). 

 

The secondary data collection was the base for the primary data collection, but was reviewed 

throughout and after the primary data collection process. This helped build a solid understanding 

of the relevant data and to ensure the real life contexts and theoretical concepts were covered in a 

correct manner. 
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3.4 Analysis Process 

The data was analysed using a thematic analysis, allowing for identification of patterns and 

themes across the cases. By exploring how interviewees portray the relationship in different 

ways, the headquarter-subsidiary relationship can be analysed through their similarities and 

differences across the cases (Bell et al., 2022, p. 520). The theme then provided the basis for 

theoretical understanding which can contribute to already existing literature within the 

headquarter-subsidiary literature. While this process lacks clear procedures, its flexibility fits 

well with the abductive research strategy and the semi-structures interview design, and together 

these approaches allow for an in-depth analysis of the different cases. Throughout the analysis, 

the researchers moved iteratively between empirical findings and theoretical concepts. This 

process supported the abductive research strategy by allowing empirical observations and 

theoretical understanding to continuously inform one another, enabling themes and 

interpretations to develop progressively throughout the study. The identified theoretical themes 

that were further explored in the empirical data collection is “Control & Management”, 

“Subsidiary Initiative-taking”, “Local Environment & Disruptions” and “Power & Strategic 

Influence”, which will structure the analysis to be able to increase understanding of how foreign 

subsidiaries operating in an emerging market balance headquarter control and subsidiary 

initiatives.  

3.5 Quality Criteria 

In order to ensure that the study is trustworthy, accurate, and methodologically sound, four 

different quality criteria are examined: credibility, transferability, dependability and 

confirmability. According to Bell et al. (2022, p. 362), validity and reliability are not too well 
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adapted to the qualitative research strategy due to its measurement-centered approach, and are 

therefore not taken into consideration.  

3.5.1 Credibility 

Credibility refers to whether the results accurately reflect the reality of what was studied. This 

could be ensured through respondent validation and triangulation. The results of the study were 

sent to the respondents, in  order to ensure the answers had been perceived and understood 

accurately, known as respondent validity. Triangulation refers to using more than one source of 

data, which allows for cross-checking the data (Bell et al., 2022, p. 365). Additionally, interviews 

were conducted with representatives from both headquarters and subsidiaries, allowing the 

researchers to compare perspectives across organizational levels and thereby strengthen the 

credibility of the findings. This study employed both secondary data in form of published articles 

and theories within the international business area, as well as primary data in form of interviews. 

The combination of these data sources enabled continuous cross-checking and interpretation of 

the empirical material.  

 

In addition to interviews, the researchers were also able to physically visit South Africa, Pretoria 

and Cape Town in particular. This contributed to a deeper understanding of the country’s 

cultural, historical, and institutional context in both social and professional settings. The field 

visit enabled the researchers to contextualize interview data within the broader social and 

organizational environment. By combining interview data with contextual insights gained 

through field exposure in South Africa, the researchers were able to interpret the empirical 

material within its broader institutional and cultural setting. 
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3.5.2 Transferability 

As qualitative research often is oriented to the contextual uniqueness and its significance in the 

social world (Bell et al., 2022, p. 365), direct transferability becomes a limitation since the 

findings might not hold in any other context. Instead, the research should aim to produce what's 

called a thick description, with rich accounts for the cultural context. This allows others in the 

field to understand the setting and even judge whether the findings apply to other contexts (Bell 

et al., 2022, p. 365). Although the findings are context-specific, the detailed presentation of 

organizational, cultural, and institutional conditions enables readers to assess the analytical 

relevance of the findings in the context of HQ - subsidiary relationships. The multiple-case 

comparative study employs this by balancing two things: deep detail within each case and clear 

comparison across cases. The aim was not statistical generalization, but analytical transferability 

through rich contextual descriptions. 

3.5.3 Dependability 

In qualitative research, dependability can demonstrate trustworthiness of the research (Bell et al., 

2022, p. 365). To ensure transparency and trustworthiness, the same analytical framework has 

been applied across cases, and documentation was maintained throughout the research process. 

Peer review by fellow masters’ students and the supervisor was conducted continuously 

throughout the research process, which contributed to increased transparency and 

methodological consistency. Furthermore, the use of semi-structured interview guides and a 

consistent thematic analytical framework across all cases contributed to methodological 

consistency throughout the study. 
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3.5.4 Confirmability 

Confirmability ensures that findings are grounded in data rather than researcher bias. To reduce 

researcher bias, the researchers continuously reflected upon their own preconceptions and 

interpretations throughout the analytical process in order to minimize the influence of personal 

values on the study. This was facilitated through continuous dialogue between the researchers in 

order to reduce the use of suggestive language during both the interviews and the writing 

process. 

3.6 Ethical Considerations 

Ethical considerations are important in business research as they protect the participants’ rights 

and privacy, ensure integrity and credibility of the research, and help build trust in the research 

process and its findings (Bell et al., 2022, p. 118). Firstly, avoidance of harm is an important 

aspect. In the context of this research, this mainly focuses on reputational and professional harm. 

The researchers mitigated these risks by sending the questions to the respondents before the 

interview in order for them to prepare for the interview, and the thesis will be sent to the 

participants once the findings have been compiled in order to ensure accuracy. Thereby the 

participants have the ability to correct any mistakes to avoid negative consequences for 

themselves and the organization. In addition to this, all respondents had the opportunity to 

remain anonymous. Secondly, the participants were given sufficient information about the topic 

of research before the interview took place.  This allowed for voluntary informed consent from 

the participants, with the understanding of the nature and aim of the research.  
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3.7 Limitations on Methodological Approach 

There are some criticisms of the qualitative approach to research. Some argue that the research is 

too subjective, which means that the findings risk relying too much on the researchers' evaluation 

of what is important and what is not (Bell et al., 2022, p. 374). This is important to consider 

when gathering data, as this research is based on semi-structured interviews, where the risk of 

subjectivity is higher compared to a structured interview approach. However, the flexible 

structure of the interviews allowed the findings to provide greater depth and cultural 

understanding of the topic. With a more structured approach, the same analytical depth would 

likely not have been achieved.  

 

With the unstructured approach, the study is also near impossible to replicate, which poses 

another risk (Bell et al., 2022, p. 374). The findings are likely to be influenced by the 

researcher’s subjective learnings and understanding of the topic, which is unlikely to be the same 

subjective influence as another researcher. This also complicates the generalization of the study 

(Bell et al., 2022, p. 374). When studying a small sample, it is difficult to determine whether the 

findings are transferable to other contexts. However, this is not the primary objective of the 

research. Instead, the study aims to deepen the understanding of how foreign subsidiaries 

operating in emerging markets balance headquarters control with subsidiary initiative, thereby 

contributing to existing theory development rather than producing empirical generalizations.   

3.8 The Use of Artificial Intelligence 

Artificial intelligence (AI) tools were used to support the writing process. Specifically ChatGPT 

has been used throughout the process to assist with the flow and structure of the text, as well as 
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act as a proof reader to suggest improvements. When used, the tool was asked to Suggest 

improvements for language and grammar without changing the content of the text. No text was 

copied from AI, only some suggested changes were made to the text. This resulted in more 

coherent language, and improved the flow of the text. The tool was also used during the writing 

of the interview guide, to help with the brainstorming and structuring of the guide. AI tools were 

not used to generate empirical findings, analysis, or theoretical conclusions. All analytical 

decisions and theoretical adaptations have been made independently by the researchers, with 

assistance regarding refinement by ChatGPT. These actions all follow the Policy for the Use of 

Generative AI (Such as Chatbots) in courses at the IBT Program developed by the University of 

Gothenburg, and have not altered the text beyond recognition. The researchers have been aware 

of the limitations of using AI as a tool, including inaccuracy, bias and the use of unreliable 

sources. Therefore, all improvements, explanations and other suggestions made by AI have been 

critically evaluated and checked by the researchers and verified to be valid before using it in the 

thesis.  

4. Empirical Results 

4.1 South African Local Context 

The B-BBEE Act (Broad-Based Black Economic Empowerment Act) is a legislation which aims 

to strengthen the economic, political and social standing of South African Black people 

(including African, “colored”, and Indian South Africans). Passed in 2003, it focuses on 

increasing black ownership in businesses and participation in management, supporting fully 

black-owned SMEs and encouraging corporate social investment in underdeveloped 
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communities. These demands are put on all international businesses that seek to establish 

themselves in South Africa and companies are evaluated through a scorecard system, with points 

being given for each objective. The higher the points, the higher the B-BBEE level, which in its 

turn translates into business advantages. This includes the simplification of landing government 

contracts, some industries require B-BBEE compliance for licenses, and more market access 

since large local suppliers prefer to work with actors that hold a high B-BBEE score. This 

therefore means higher initial entry costs and entry mode adaptation, as MNEs must structurally 

change management and board composition and invest in skill development training programs, 

internships and graduate programs targeting black and colored students (Republic of South 

Africa, 2007; Polity, 2024; Edge Training, 2026). The challenge lies in balancing the complexity 

of local frameworks, rules and policies while still complying with HQ global interest (The DTIC, 

2014).In addition to the heavy regulations in the terms of racial representation, South Africa 

scores very low on the Corruption Perception Index by Transparency International (2025), 

ranking 81 worldwide. 

 

Aside from political challenges, South Africa has encountered several logistical issues. Since the 

blockage of the Suez Canal in 2021, the majority of all seabound shipments have been rerouted 

via the Cape of Good Hope, moving approximately 80% of container vessel traffic between 

Europe and Asia around South Africa. Moreover, the Red Sea attacks that started as a result of 

the Houthi rebels’ response to the Palestine-Israel conflict further amplify South African 

logistical issues by causing severe transport delays, equipment imbalance, and resulting in heavy 

port congestion (Kamali et al., 2024; UNCTAD, 2024; University of Gothenburg, 2025).  
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One such additional disruption that local firms face is loadshedding. In order to ensure that 

electricity demand is met, South Africa’s monopoly electricity provider Eskom introduced 

loadshedding, which are planned power outages. This is done when demand exceeds supply in 

order to evade a system blackout (Eskom, n.d.). Additional local disruptions posing potentially 

large issues for MNEs with South African operations are the capacity issues on Transnet, a 

state-owned logistics and freight company responsible for South Africa’s port, rail, and pipeline 

network (Transnet, 2023; World Economic Forum, 2026). Both of these occurrences are 

accompanied by several holdbacks, often compounding one another. For example, power outages 

and port delays can result in missed production windows, difficulty in planning, lead time 

uncertainty, and of course, increasing operating costs. Local firms must therefore adapt 

accordingly, as this inconsistency requires revisiting of routines and coordination mechanisms. 

 

These disruptions exacerbate already existing constraints on local subsidiaries in terms of 

logistics and planning, which consequently increases the need for local responsiveness and, 

potentially, headquarter involvement. The tradeoff lies in whether headquarters should increase 

their control in such circumstances or if these local disruptions are better mitigated by relying on 

the embedded experiential knowledge of the local subsidiaries, which subsequently highlights 

any potential shortcomings of headquarter control in context-specific disturbances.  

4.2 Introduction of the Respondents 

Five companies were interviewed, all from different industries but relatively similar in size. For 

anonymity reasons, these five companies will henceforth be referred to as Company A, B, C, D, 
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and E, respectively. Below is a short summary of each company explaining their respective 

industries, scope, and size. 

 

Company A: A multinational enterprise within the defence, aerospace and technology sector 

with approximately 28 000 employees globally. They have operations and subsidiaries in Europe, 

North America, Asia and parts of the Middle East and Africa.  

 

Company B: A multinational enterprise within the industrial manufacturing sector, primarily in 

mining. Globally they employ approximately 41 000 people, with operations and subsidiaries in 

Europe, North and South America, Africa, Asia, and Australia.  

 

Company C: A multinational enterprise within the automotive industry, focusing on passenger 

vehicles. Worldwide they have approximately 45 000 employees, with operations and 

subsidiaries in Europe, Asia, and North and South America. Operations include both production 

and sales.  

 

Company D: A multinational enterprise within the marine sector, providing power solutions, 

systems, engines and technology. Operations and subsidiaries are spread out in Europe, North 

America, Asia, South America, parts of Africa, and Oceania. The number of global employees is 

approximately 3000.  

 

Company E: A multinational enterprise within the consumer goods and health sector, providing 

hygiene and personal care solutions. Worldwide they employ approximately 40 000 with 
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operations and subsidiaries in Europe, North and South America, Asia, Africa, and the Middle 

East.  

4.3 Control and Management 

This section refers to the general control relationship between headquarters and the subsidiaries. 

It focused on questions regarding authority, decision-making and decision-making involvement 

of the subsidiary, autonomy and initiative-taking, control mechanisms and local adaptation.  

Company A 

For Company A, the evolution of control and management has changed over the course of the 

years since the establishment in South Africa. The Swedish headquarter notes that although they 

are essentially the decider in most decisions, their South African subsidiary is slowly gaining 

more freedom. One reason for this was that HQ wanted to ensure trust and reliability early on. In 

the situation of an acquisition, it is important to be careful not to come off too strong, the 

interviewee explained. If not open and welcoming to the acquired company’s historical way of 

working and their company culture, it is easy for them to reject any new strategies and ideas, so 

by forcing strict management Company A would risk losing competence. Given the fact that 

Company A indeed did acquire another company which they then transformed into their 

subsidiary, the interviewee at the headquarters explained that they were careful in the beginning, 

easing into the acquisition rather than forcing new ideas and ways of working from the start.  

 

One thing in particular the HQ interviewee presented was the need for Swedish headquarter 

representatives locally as a tool for simplifying the implementation of Swedish standards and 

better handling of cultural differences. One such cultural difference was the hierarchy, which in 
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South Africa is very prominent as opposed to Swedish office structures which normally are flat 

and non-hierarchical, according to the interviewee. Each role in the South African office has its 

own area of expertise, whereas the Swedish headquarter roles are more “smooth” in that sense 

and have larger responsibilities which often overlap. The interviewee explained that this results 

in difficulties, as his equivalent in South Africa continuously needs to run all decisions by his 

manager or colleagues that are responsible for that specific area, while the HQ interviewee 

himself has the authority to make that same decision on his own.  

 

The subsidiary interviewee had a similar outlook on this topic, claiming that the daily operations 

are more or less completely run by their own office. Some decisions however are top-down, 

depending on the scope of the contract. More specifically, the same interviewee highlighted that 

the business strategy is designed in Sweden and the headquarter contributes with input value, 

while the subsidiary can decide how to implement them without approval from the headquarters. 

More specifically since the South African market is different from the Swedish market, the 

interviewee mentioned that their primary focus lies on their own sales as opposed to having to 

follow the global portfolio. South Africa has no domestic sales but instead focuses on exporting 

on the international market, on which they have more autonomy in decision making. Reporting, 

however, is always done back to HQ.  

Company B 

At Company B, the day-to-day operations aren’t influenced by headquarter management. 

Instead, the interviewee said that subsidiaries receive a framework that can be used according to 

their respective legislations. Targets and goals on group level are strictly only made by 

management, while strategies are developed using all subsidiaries’ different input. Typically the 
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group strategy is applied to each subsidiary and they have the definitive say in how to apply it. If 

the strategies don’t make sense or if headquarter and subsidiary disagree on how to reach a 

common target discussions are held on how to proceed, but the business area responsible for that 

specific question or target has the discussion internally first before it is escalated further. The 

overall model is decentralized according to the interviewee as the respective business areas are 

allowed to make their own decisions. Governance and reporting comes from a group perspective, 

but the general idea is that each area is responsible for its own business as long as it’s in 

proportion to group decisions.  

 

As for local South African operations, Swedish headquarters has some involvement. The type of 

decision usually decides the level of headquarter involvement, as some decisions give higher risk 

or in some way can affect the governing decisions since these types of questions must 

consolidate themselves into one single flow into group numbers, as the interviewee herself 

underscored. Mostly however it is the product lines that are involved, while the headquarter 

normally only interferes in regard to finance or governance.  

 

When asked about control mechanisms that have either helped or hindered business, the 

interviewee said that the triple BEE legislation has created some conflict. The mining industry in 

particular will not accept a business that hasn’t reached a certain level of B-BBEE accreditation, 

forcing Company B to be fully compliant. What this means in practice is that a certain 

percentage of the company needs to be black-owned, it decides the demographic of employment 

which needs to be equivalent to the South African population. The company must also procure 

from black-owned businesses as a means to build black businesses in the economy. Swedish 
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headquarters therefore had to give away more than 25% of the ownership, but the interviewee 

also mentioned that the majority of decision makers still are white. In order to cooperate in that 

context, the interviewee underscored the importance of stakeholder management and decisions 

being mutually beneficial. The board however still has the ultimate decision power.  

 

Informal mechanisms such as personal relationships improve understanding in such contexts. 

The local legislative framework is complex, making personal meetings crucial for streamlining 

collaboration. The interviewee mentioned another complexity in regard to cultural difference. 

Her perception is that the Swedish HQ prefers rules and structure, while the South African 

subsidiary is less rule abiding and more colored by ambiguity, which may look like risk to 

Swedish people. The misalignment in understanding South African history and how it permeates 

the local context overlaps into other areas as well. Policies are one such thing. The global target 

for Company B, being a Swedish-owned corporation influenced by Western values, is to 

decrease CO2 emissions and move away from coal. The interviewee underscores coal and 

mining as being the foundation for South African infrastructure. Lessening the coal and mining 

investments will have a large effect on the South African economy, so although it is “right” in the 

sense that CO2 emissions negatively affect the environment, it is “wrong” in the context that it 

negatively affects the South African economy. Responsibility therefore takes on a different role 

depending on the impact on the country, the interviewee states.  

Company C 

For the automotive corporation the daily operations are strictly managed by budget and various 

frameworks depending on business area. Although the South African subsidiary sells the cars the 

headquarters build, there is a dialogue regarding local flexibility. Marketing is an example of 
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such an adaptation. Swedish marketing typically is very Scandinavian and down-scaled, while 

the South African market is more drawn to large billboards and bold colors. Black cars are less in 

demand given the hot climate, as opposed to Sweden’s colder temperatures. Other examples are 

some flexibility in pricing, but of course depending on the competition. There is a constant 

dialogue that is being held, but it doesn’t always need to be escalated all the way up as there are 

regional decision makers. Despite the different marketing strategies, the customer experience at 

resellers should remain the same.  

 

These local preferences are crucial to understand, the interviewee states. Having expats locally 

can therefore help Swedish headquarters understand what they otherwise wouldn’t, as the expats 

“translate” local contexts in such a way that the Swedish office can comprehend. The interviewee 

had to undergo cultural training before moving in order to see how well he would fit into the 

culture. Typically South Africans have lower trust toward the state as well as toward other 

people, while Swedes normally have a more positive attitude in that sense. The interviewee 

explained that this affected their perspective on expats, having a more skeptical outlook. 

Additionally the interviewee mentioned that South Africa is a difficult country to adapt to given 

the rich and many different cultures. This also includes organizational structure, as he mentioned 

that hierarchy is very common and preferred while Swedes prefer consensus and flat 

organizations. Globally however, the general organization is flat.  

 

Not only are South Africa and Sweden different culturally, but also in legislation and legal 

requirements. B-BBEE affects tax rates and permits among other things, further complicating 
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operations. The high level of corruption nationwide is also an issue the interviewee highlights as 

a local issue multinational corporations must be aware of.  

Company D 

Company D, active in the marine sector, doesn’t have a subsidiary in the same sense as the other 

companies. Instead, they have a local office operating more or less independently in regard to 

sales, while the Swedish office owns the product. The South African office has larger freedom in 

technology development and adapting locally to different customers and markets. The general 

idea is that headquarters cannot understand local customer needs and demands, which is why the 

South African office has complete autonomy in decision-making and pricing and no Swedish 

expats are found locally. Generally, the level of communication is relatively low as well. The 

Swedish interviewee mentioned that all offices worldwide have the same system except for the 

South African one, and if that was to be implemented they would send a Swedish representative 

during a period of time to help simplify implementation.  

 

The South African office on the other hand referred to decision-making being made top-down, 

and daily operations are characterized by preset processes. They need to be compliant with 

headquarter decisions and daily meetings are held to keep up with delays among other things, the 

interviewees state. Issues are typically reported to headquarters and moved upwards, but 

flexibility is allowed in regard to local adaptation.  

 

Communication is direct and starts core processes and strategies, and the processes are governed 

by headquarters, but each process requires different levels of flexibility. This can either hinder or 

help, the interviewees note - as long as core processes are followed and adaptations are made to 
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the local market it helps. One crucial key to succeed according to the interviewees are 

informalities such as trust and relationships, as it gives room to adapt locally.  

Company E 

The collaboration between Swedish headquarters and the South African subsidiary has been 

consistent since the establishment, and the two have worked closely ever since. The interviewee 

says that the South African subsidiary had to adapt to the Swedish way of working, which 

resulted in more engaging participation in meetings and encouragement of employees voicing 

their opinions - something that typically isn’t normal in South Africa. This subsequently brought 

a more collaborative environment to the office, something the interviewee says was influenced 

by a change manager that would visit bi-annually. Seminars and presentations about 

communication were held by this manager, and education and training was assigned to 

employees to help with soft skills. This collaborative culture also meant that alignment in 

decisions was needed from an entire team. The South African office more or less had free reign 

for smaller things as long as these decisions were fed back spontaneously, building on a mutual 

trust between the two offices. At the end of the day however, the Swedish headquarters has full 

authority.  

 

The establishment of Company E in South Africa was through an acquisition, and at the 

beginning the local branch consisted of all local South Africans. Global systems were then 

implemented directly which needed adjustments, and the interviewee noted that people weren’t 

too pleased with the change that came with it. Headquarter management would travel every 

quarter to hold strategic meetings with the local management to ensure a smooth transition. By 

working closely with “collaboration” as the motto, the Swedish working style was well adapted 
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and incident ratings went from 10 majors a year to one or zero, according to the interviewee. She 

also states that the general idea is that hierarchy can simplify these types of processes as 

employees can follow without question, and it is easier to roll out responsibilities instead of 

discussing everything like Swedes would, as they normally lack fear regarding formal control 

and seniority. However, the interviewee also noted that not all processes and policies are adapted 

to the local landscape, specifically in regard to education level, culture, mindset or the people. 

The interviewee has worked at both offices and said that she, in retrospect, can see how these 

processes and policies make sense from a Swedish perspective.  

4.3.1 Summarizing Table 

Company Industry Summary 

A Defence & Technology HQ-led strategy with increasing subsidiary 

autonomy in implementation, shaped by 

trust-building and cultural differences. 

B Mining Sector Framework- and budget-controlled operations 

with continuous HQ - subsidiary dialogue 

enabling local adaptation. 

C Passenger Vehicles Decentralized model where subsidiaries 

operate independently within HQ frameworks, 

with limited HQ intervention. 

D Marine Sector High local autonomy in sales and adaptation, 
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combined with HQ control over core processes 

and strategy. 

E Personal Hygiene Centralized authority with a collaborative 

approach, promoting local input within 

standardized HQ systems. 

4.4 Initiative-taking 

This section focuses on initiative-taking, headquarter encouragement and attitude towards 

initiation as well as local knowledge and adaptation.  

Company A 

The Swedish headquarter interviewee stated that “business is local”, highlighting the need for 

local competence when navigating unprecedented situations. This competence fosters 

initiative-taking and vice versa, showcasing the importance of encouraging participation among 

employees and adjusting to unfamiliar landscapes. The South African subsidiary emphasizes 

initiative-taking through their graduate programmes for example. As for their own 

initiative-taking, the scope is somewhat limited depending on budget and portfolio, but the 

encouragement is still there. In addition, the South African subsidiary practices corporate social 

responsibility (CSR) in the form of supporting local schools and other local organizations, which 

is decided locally. The Swedish headquarter representative noted that the cultural difference 

affects initiative-taking, as Swedes generally are more comfortable with voicing opinions and 

have a larger security net, whereas South Africans are more careful in that sense. Given their 

history and the overall economic and political landscape, the subsidiary interviewee underscored 
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that South Africans have less of a security net and potentially risk losing their job if they step out 

of line, resulting in them being more cautious in general.  

 

When it comes to the two offices having conflicting interests, they had somewhat different 

perspectives. Headquarter outlook was focused on whichever decision led to the largest profit, 

while the South African subsidiary representative said that it depends on the nature of the 

decision. The dynamic changes drastically if the Swedish office is the customer as the CEO then 

has the final say, while if the decision in question is more operational, local management either 

discusses among themselves or escalates upward to Swedish representatives.  

Company B  

Initiatives and curiosity were referred to as the “core” by the interviewee, who highlighted that 

employees are encouraged to try, fail and move on. This, of course, differed depending on the 

business area, she stated, and said that the R&D department has far more flexibility in regard to 

initiative-taking than the sales department does. It does not differ geographically however, 

underscoring that the idea of initiative-taking is prevalent everywhere.  

 

As for subsidiary initiative-taking, the interviewee stated that it rarely conflicts with headquarter 

interest. This is most likely due to HQ not necessarily being involved in business area and/or 

product line decisions, as they manage the cycle of customers, forecasts and strategy rather than 

operational decisions.  
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Company C 

At the automotive corporation, subsidiary initiative-taking is generally encouraged but to an 

extent. It’s determined by what the culture and resources allow, while local operational decisions 

are taken by the subsidiary to best adhere to market demands. If subsidiary initiative-taking ever 

is at conflict with headquarter interest, this is discussed during meetings. The subsidiary is 

welcome to make innovative decisions, but regional management - and of course headquarter 

management - has the ultimate say in which decisions are being taken and which aren’t. One 

example of a decision being made by the subsidiary was changing a marketing campaign. Where 

the headquarters wanted to roll out a Scandinavian-style advertisement worldwide, the subsidiary 

opposed and were through local expertise able to create a new advertisement adjusted to the 

South African market and customer.   

Company D 

At Company D, the Swedish headquarter is responsible for product development, which leaves 

little room for initiative-taking at the remaining offices worldwide. If local customers at the 

South African market, or any other market, has specific demands the offices are welcome to 

provide feedback, from which the Swedish HQ can take inspiration if the resources allow them 

to. The subsidiary interviewees responded differently, however, stating that subsidiary initiatives 

drive the culture and are deeply encouraged at the company.  

Company E 

Initiative-taking at Company E is largely dependent on resources, as the interviewee states that 

the budget is the deciding factor to which processes are adapted. This mostly goes for the South 

African subsidiary, however, as the Swedish headquarters already has all its processes in place 
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and therefore needs less time for adapting and adjusting its way of working. This opens up more 

time and resources to innovate and improve, whereas the subsidiary spends most of its time 

fixing issues and adapting to new processes. 

 

The interviewee underscored the need for local knowledge, particularly in regard to product 

development. A general idea is that products would perform worse in less developed countries, 

she states, while some of their products in fact perform better in South Africa than Sweden due 

to the climate. It is therefore crucial to have local experts decide what is most applicable for the 

manufacturing process and how to adapt it, rather than Swedish initiatives being the sole decider 

of what should be supplied.  

 

One particular situation in which headquarter interest and subsidiary initiative clashed was 

whenever the Swedish HQ wanted to implement different projects but the South African 

subsidiary was always met by resource constraints, either in regard to budget or skill. This was 

seldom understood by HQ, perhaps due to this not being properly communicated or by an 

underlying misunderstanding between the two, which subsequently complicated the situation 

further.  

4.4.1 Summarizing Table 

Company Industry Summary 

A Defence & Technology Subsidiary initiative-taking encouraged locally 

but constrained by culture, risk aversion, and 
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HQ-driven priorities. 

B Mining Sector Subsidiary initiative-taking allowed within 

limits, with subsidiary input but final decisions 

made by HQ/regional management. 

C Passenger Vehicles Strong initiative-taking culture across units, 

with high autonomy and minimal HQ conflict. 

D Marine Sector HQ-led product innovation with limited local 

scope, though subsidiaries contribute ideas. 

E Personal Hygiene Subsidiary initiatives constrained by local 

resource limits, with HQ driving development 

but requiring local adaptation. 

4.5 Local Environment and Disruptions  

This section focuses on local disruptions in South Africa, specifically in regard to logistics, 

culture and politics. It also focuses on specific initiatives that have been taken either proactively 

or as a means to mitigate disruptions.  

Company A 

Given the global political uncertainties as well as the high local criminal rate, the Swedish 

headquarters are generally hesitant to send people to the South African subsidiary. The 

headquarter interviewee explained that this subsequently has an effect on how well they can 

collaborate with other offices as well, and knowledge transfer can be negatively impacted as a 
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result. The subsidiary interviewee arranges all questions regarding travel and accommodation in 

order to ensure safety, which was explained as having been an initiative from the South African 

subsidiary itself and not coming from the headquarters.  

 

Aside from the safety aspect, the subsidiary interviewee explained that local disruptions such as 

loadshedding, a water crisis, congestion on the transnet and the overall condition of the 

infrastructure heavily impacts operations. He explained that in order to operate in South Africa, 

having a “business continuity” mindset is crucial. Last year the company invested in a solar cell 

park and increased their generators to be self-sufficient in electricity following the water crisis 

and loadshedding. Another inevitable factor affecting companies in South Africa are the triple 

BEE laws, which he explained as the more engaged a company is, the more points it is rewarded, 

which subsequently facilitates supplier and client relationships. The interviewee explained that 

they have several ongoing projects within the education sector, they’ve implemented graduate 

programmes for black and colored students and overall keep a high level of corporate social 

responsibility. This is not only done in order to be coherent with the legislation but also because 

CSR and tripe BEE is very embedded in company culture.  

Company B  

Being an actor in the mining industry, Company B faces several difficulties following the many 

disruptions South Africa presents them with. One such particular hardship being the fact that 

they themselves do not hold any mining rights, making them directly dependent on the mining 

companies they serve. In South Africa, local communities have a strong influence on the mines 

and how they’re operated due to Social and Labour Plans (SPLs) - passed under the Mineral and 

Petroleum Resources Development Act that requires mining companies to submit a plan on how 
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they contribute to socio-economic development, favor local communities and improve labour 

skill. If these plans fail to be met or the local communities aren’t being heard, it can lead to 

protests and the shutting down of roads or mining grounds. This means that if the mining 

companies fail to meet community expectations, access to mining sites can be restricted, which 

directly threatens to disrupt Company B’s ability to operate.  

 

Similar issues are presented by loadshedding and water crisis, directly affecting the operating 

ability of the company. The interviewee explained that these issues are too complex for anyone at 

the headquarters to grasp, underscoring the importance of local knowledge. This complexity 

spills over into the institutionalization of the country as well, as the interviewee explained that 

their own employees go on strikes, both on firm level and as part of industry-wide action. Wages 

and conditions are negotiated through bargaining councils, the interviewee explained, meaning 

that the company still is exposed to labour disruptions beyond its own control.  

 

As a means of adapting to these occurrences, the interviewee explained that a dedicated role is 

appointed to manage community relations and provide guidance, while operating under 

headquarter principles. Since the headquarters cannot understand local needs, teams locally need 

to identify problems and appropriate responses. However, funding needs approval and resources 

can therefore not be allocated without headquarter interference or monitoring through reporting 

systems.  

Company C 

As a subsidiary to a passenger vehicle company without any local manufacturing, Company C is 

reliant on logistics. With port congestion worsening and weak rail infrastructure, deliveries are 
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now being carried via truck, and loadshedding has led to the acquisition of solar panels and 

backup batteries. However, as part of an MNE that aims to have a clear and coherent image 

worldwide, sales should look similar globally with some local adaptation. Loadshedding impacts 

this as well, the interviewee explained. Electric cars are on the rise internationally and is 

something the company is working continuously to develop, but the question arises - how well 

will electric vehicles function side-by-side with nationwide electricity shutdowns? Dialogues are 

being held on how to adapt, but while this naturally increases the costs of having an electric car, 

the interviewee highlighted that the typical Company C customer lives in a house with solar 

panels, ultimately eliminating the question regarding accessibility.  

 

Furthermore he explained that although these disruptions come with inevitable consequences, it 

forces the company in a direction they would’ve gone regardless. Environmental questions are 

already hugely embedded in the company’s values, and solar panels for example would have 

been installed either way.  

Company D 

Company D has no local manufacturing, making them highly dependent on logistics functioning 

well. The headquarter interviewee emphasized the instability of the local ports which has forced 

them to pre-produce parts in order to adapt to longer lead times, which in itself extends lead 

times. As of today, they don’t keep an inventory but headquarters and the local office are having 

a dialogue regarding this with the common goal of minimizing delays.  

 

The South African representatives also put emphasis on the impacts of loadshedding, but noted 

that the company provided their own generators to circumvent the issue. They too explained that 
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port instability causes severe issues, noting that capacity is up 100% in Cape Town. Additionally, 

the interviewees underscored that the country lacks in financial growth, while at the same time 

being run by an insatiable government. These two phenomena are at conflict, making 

headquarters reliant on local expertise regarding the best way to proceed.  

Company E 

Company E is faced by the same disruptions as the other companies, but the interviewee 

highlighted that the way the disruptions historically have been handled necessarily hasn’t been 

flawless. She recalls a flood back in 2021 that affected both the site as well as people’s homes 

and daily lives, and instead of allowing some time for the employees to build their lives back 

together, they were being praised for coming back to work. This type of culture makes South 

Africans resilient, she stated, and due to the high unemployment rate they cannot afford to resist 

or protest in situations like this, or else they risk losing their job. At the time, she explained that 

the morale and efficiency was down, negatively impacting quality. Headquarter had no 

involvement in this decision, she noted, and explained that the South African office only 

communicated this back to Sweden when operations were running smoothly again. The 

interviewee believed that this stems from South African working culture.  

4.5.1 Summarizing Table 

Company Industry Summary 

A Defence & Technology Significant local disruptions require strong 

local adaptation and self-sufficiency, with 

limited HQ understanding. 
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B Mining Sector Logistics and energy disruptions drive 

adaptation, but align with global strategy and 

long-term direction. 

C Passenger Vehicles Highly exposed to institutional and 

community disruptions, requiring local 

management within HQ-controlled resources. 

D Marine Sector Heavy reliance on unstable logistics and 

infrastructure, requiring local flexibility and 

HQ - subsidiary coordination. 

E Personal Hygiene Local disruptions and culture affect 

operations, with resilience but limited upward 

communication to HQ. 

4.6 Power and Strategic Influence  

This section refers to the ability of the subsidiary to influence any decision-making or strategic 

decisions, either that of its own nature or on any other level. The companies evaluated whether or 

not subsidiary knowledge automatically meant power to influence.  

Company A 

As for Company A, the subsidiary acts as a separate function with its own contracts and 

businesses, which provides the parent company with expert knowledge and insights, the HQ 

interviewee explained. Some deals are completely their own, making the rest of Company A 
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suppliers to the South African subsidiary. In regard to IT and safety which is the HQ 

interviewee’s primary function, the matter is fully their own and nothing that headquarter is 

involved in. This in its own turn makes the business operation different from that of the Swedish 

headquarter’s.  

 

The subsidiary interviewee agreed that although headquarters have the final say in most 

questions, anything that directly affects them simultaneously means they have the power to 

influence it. As for new ideas and creativity, there is no formal objection against subsidiary 

initiative-taking, as long as the ideas are presented to management. He explained that it might be 

difficult for a non-engineer to gain traction in South Africa, perhaps due to the technical nature 

of the company and harsh climate given their past. Historically, since apartheid and the country 

being completely shut off through international sanctions, they were forced to become 

self-sufficient in many areas - the defence and technology sector being one of those. Therefore, 

there is an abundance of local expertise that Company A gladly makes use of, according to the 

interviewee.  

Company B  

When it comes to decision-making and bottom-up influence, the interviewee at Company B 

considered the chances of their South African subsidiary to be relatively low. In and of itself, she 

said, the subsidiary cannot directly influence headquarter operations or decisions. Through the 

mining industry, however, they can. For example, key accounts hold the authority to impact big 

decisions. If one of the main customers expresses demand or complaints of any nature, it will 

directly lead to action being taken. The interviewee did underscore that there is a general 

understanding from HQ of the need to locally adapt, however. Large key accounts or business 
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deals abroad in environments that headquarters are both geographically and culturally different 

from, come not only with opportunities but with risks as well. Company B therefore recognizes 

the value of local expertise when managing these risks, so in larger contexts, the interviewee 

believed that knowledge brings influence after all.  

Company C 

Generally, the South African office has the ability to affect some decision-making that directly 

affects their own business, but ultimately headquarters has the final say in any overhead 

questions or strategic decisions. However, local adaptation is crucial for business survival in new 

markets, especially those unfamiliar to a company’s home market. The interviewee described 

knowledge as “power”, stating that all global offices are being heard on questions that directly 

impact them. 

Company D 

The HQ interviewee at Company D described the general idea in regard to influence and power 

that there is an underlying confidence in all separate functions’ knowledge and ability to make 

the necessary decisions in any given situation. She too described knowledge as power, and 

underscored the importance of trust across global corporations.  

 

The South African representatives shared the same view, claiming that although a subsidiary or 

independent function doesn’t necessarily get more influence the more knowledge it has, it 

continuously has the same amount of influence. That goes for all global functions within the 

group, as it is a part of the company culture to trust in each other’s ability to make the right 
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decisions in any given situation. However, any strategic decisions affecting the headquarter or 

the company group as a whole are made by HQ management.  

Company E 

As for the South African subsidiary’s possibility to hold power and strategic influence over their 

Swedish headquarters, Company E’s interviewee was skeptical. She described South Africans as 

“yes-men”, meaning that they usually don’t try to oppose any decisions made by management. 

This derives from their non-confrontational and respecting culture, but also due to Company E 

being, at least globally, hierarchical. In Sweden, however, the corporation is described as having 

a more flat company structure. These differences in company culture spills over into power and 

strategic influence, the interviewee reckoned, as she stated that despite one side having more 

knowledge it wouldn’t necessarily result in more control.  

4.6.1 Summarizing Table 

Company Industry Summary 

A Defence & Technology Subsidiary holds influence in local operations 

and expertise areas, but HQ retains final 

authority. 

B Mining Sector Subsidiary influences local decisions, while 

HQ controls overall strategy. 

C Passenger Vehicles Limited direct influence, but indirect power 

through key accounts and local expertise. 
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D Marine Sector Influence based on mutual trust and expertise, 

with HQ retaining strategic control. 

E Personal Hygiene Low subsidiary influence due to hierarchical 

culture and reluctance to challenge HQ. 

 

5. Analysis 

5.1 Control and Management  

The companies were somewhat similar in their responses in regard to control and management, 

with Company A, C and E having strong HQ-led strategies with welcoming approaches to 

subsidiary autonomy through communication. Companies B and D were similar in their subunits 

being decentralized, although Company B operated more autonomously locally while Company 

D still had somewhat strict HQ control in regard to strategy.   

 

One prevalent phenomenon within the HQ - subsidiary relationship is the tradeoff between 

subsidiary autonomy and headquarter control. Autonomy on one hand may grant the subsidiary 

the possibility to take initiatives, develop knowledge and adapt locally, while control on the other 

hand has the power to ultimately decide how well and to what extent the subsidiary is able to 

reach embeddedness in its local network. Andersson et al. (2005, pp. 522-525) present the idea 

that subsidiaries take on different roles depending on their local context, and that a subsidiary’s 

level of local embeddedness is highly correlated to its strategic importance. The same article 

58 



 

argues that control mechanisms affect embeddedness and autonomy, highlighting headquarter 

involvement as the key decider of the presence of autonomy.  

 

One such example is the use of expatriates as seen in both Company A and Company C, which 

both used expatriates as a bridge between the two countries and to essentially “translate” HQ 

strategy to subsidiary implementation. Andersson et al. (2005, pp. 522-525) argued that using 

expatriates typically increases headquarter control and tends to have a negative effect on a 

subsidiary’s local embeddedness. As shown in these two examples, however, both Company A 

and C applied expatriates in a careful manner, both through slow implementation and cultural 

training. This can be linked to what the same article discusses regarding direct and indirect 

control, as they used a control mechanism such as expatriates in an indirect manner which acted 

more exploratively and carefully to ease the process and grant subsidiary autonomy.  

 

Company D, on the other hand, made an active decision not to use expatriates and allowed its 

South African office to function more or less independently. This directly reflects Andersson et 

al.’s (2005, pp. 522-525) idea of expatriates having a negative effect on local embeddedness, 

which opposes what can be seen in the examples of Companies A and C in their use of 

expatriates as an attempt to increase embeddedness and internal understanding. This can instead 

be related to the idea by Vlajčić et al. (2019, p. 367), that expatriates instead is a facilitating tool 

for both smoother communication and knowledge. One important distinction here is the fact that 

Companies A and C were subsidiaries, while Company D’s subunit was more an independent 

office. This naturally decreases imposed headquarter control as an independent unit will expect 

autonomy, while it generally is less common for subsidiaries to act completely independently. 
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The use of expatriates may therefore still be an example of a control mechanism with the 

intention of maintaining headquarter strategy locally, while implementing it gradually and 

carefully was an intentional decision made from both companies to make their HQ presence less 

apparent.  

 

Company B was seemingly generous with its granted level of autonomy and allowed for local 

adaptation, however it was strictly based on headquarter targets and top-down information and 

decision streams. Although the model is described as being decentralized, it is comparable to 

what Andersson et al. (2005, pp. 522-525) call knowledge evaluation, in which subsidiaries are 

measured on their ability to create knowledge. It is, much like Companies A and C, an inductive 

strategy that allows for flexibility, but beneath the surface it still is a control mechanism imposed 

by headquarters. It is obvious in this case that Company B values local expertise and relies on 

subsidiary knowledge on headquarter level, verifying the importance of such an approach in its 

decentralized business model. However, the conflicting interests that Buckley et al. (2024, p. 1) 

mention of global and local goals is evident. HQ wanting to decrease CO2 emissions globally 

while taking into account the fact that the South African economy is heavily reliant on coal is 

obvious proof that Company B’s headquarters value local input and sees the importance of local 

adaptation.  

5.2 Initiative-taking 

The level of initiative-taking among the subsidiaries differed across the different companies, with 

Companies A, B and E being similar in that it was encouraged but limited partly due to 

headquarter priorities but also local resources and culture. Companies C and D both had a 
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generally strong culture of initiative-taking, although innovation in Company D was mostly led 

by HQ. 

 

Bartlett & Ghoshal (1988, p. 386) present an interesting take on what really creates 

initiative-taking on a subsidiary level. If a subsidiary is granted more freedom in terms of 

autonomy and independence and is well embedded in its local environment, the more likely it is 

to take initiatives. This will be equally beneficial for both parties if the subsidiary simultaneously 

is sufficiently integrated with its parent company, as knowledge streams will flow and more 

autonomy will subsequently be granted. Company B was allowed a higher level of freedom in 

regard to initiatives as headquarters typically were less involved in local decisions. However, HQ 

strategy still was implemented on all levels, which still had some effect on whether an initiative 

could be taken or not. This is a direct example of Birkinshaw’s “local market initiative” (1997, p. 

212), in which subsidiaries cater to their local environment. As opposed to Birkinshaw’s theory 

however, initiative-taking seemed to be a strategy welcomed by headquarters and not a strategy 

the subsidiary used as bargaining power to increase autonomy.  

 

One example of another type of initiative is evident in Company A. Their general approach was 

the quote “business is local”, exemplifying the need for local adaptation when navigating 

unfamiliar environments. Since HQ lacked local expertise, it relied on its subsidiary’s knowledge 

on the South African market, though it had some constraints in regard to resources. Birkinshaw 

(1997, p. 213) presented the global market initiative, which refers to the development of a 

process or product that is leveraged by the organization globally. The CSR initiatives taken by 

Company A’s subsidiary by investing in local schools and organizations can directly be 
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connected to HQ leveraging such a CSR initiative globally. Similarly it is an example of local 

market initiative as well, as the B-BBEE legislation requires companies in South Africa to invest 

locally. By gaining points through the legislation, it makes it a more attractive business partner 

and subsequently gains Company A a better reputation internally and externally.  

 

In comparison, Company A’s subsidiary is more embedded in and more dependent on their local 

environment than what Company C’s subsidiary is for example. Company A has contracted 

business with the South African government, thereby granting its subsidiary more autonomy in 

local decisions considering the magnitude of the business. At the other end of the spectrum, 

Company C works toward private customers. Although they still operate globally with a wide 

range both in terms of products and markets, Company A and C’s businesses are incomparable in 

terms of scale, which directly impacts the way in which initiatives can be taken.  

 

Company E reported that generally, whether an initiative can be taken or not is ultimately 

decided by headquarters as it is a highly budget-dependent decision. Typically for Company E’s 

subsidiary, being deeply embedded locally, the need for local expertise is high considering how 

distant its HQ is from the South African market. Oftentimes when it comes to initiative-taking 

locally, the subsidiary is met by resistance, reportedly most likely due to a lack of understanding 

and communication. Similarly, Meyer et al. (2011, pp. 236-242) underscore the importance of 

subsidiaries being dually embedded - that is, being deeply embedded in the external market as 

well as internally with its parent company. The deeper the internal embeddedness the more likely 

the headquarter is to grant autonomy, which is beneficial for the subsidiary so long as it is 

externally embedded as well. The opposite can be said about Company E, considering the 
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general resisting attitude from HQ toward subsidiary ideas no matter their superior knowledge 

and local understanding. Drawing on Meyer et al.’s framework, this may indicate that Company 

E’s subsidiary is less internally embedded within the MNE network, which could help explain 

the resistance from headquarters.  

5.3 Local Environment and Disruptions 

All companies experience local disruptions and manage these in different ways. Companies A 

and E were reportedly met by some HQ resistance, forcing them to drive adaptation measures 

more sufficiently. Companies B, C, and D however appeared to experience less resistance, partly 

due to, for example, Company B’s operations being heavily reliant on the volatile South African 

infrastructure.  

 

The local environment in South Africa is characterized by a long history of uncertainties and 

disruptions. One result of the many years of discrimination is the B-BBEE Act, the law which 

aims to strengthen the economic, political and social standing of South African Black people, 

which includes increasing black ownership in businesses and increasing participation in 

management. This has had a great effect on the institutional landscape, in terms of strict laws, 

regulations and social codes, where businesses have to align with strict regulations (Meyer & 

Rowan, 1977, pp. 340-341). In addition to the heavy regulations in the terms of racial 

representation, South Africa scores very low on the Corruption Perception Index by 

Transparency International (2025), ranking 81 world wide. This creates a complex institutional 

landscape, characterized by multiple institutional logic, market uncertainties and difficult 

demands that firms must navigate simultaneously (Fu et al. 2022, p. 50). Further, South Africa 
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also struggles with infrastructure to support businesses, in terms of unstable electricity supply, 

high crime rates, a water crisis, and congestion on the transnet reported by multiple responders. 

In order to tackle these disruptions, Company A reportedly adapts to the institutional 

environment by investing in a solar cell park and increasing their generators to be self-sufficient 

in electricity following the water crisis and loadshedding. Further the respondent explains that 

the triple BEE law is based on a point-system; the more engaged a company is, the more points it 

is rewarded, which subsequently facilitates supplier and client relationships. Therefore, they’ve 

implemented graduate programmes for black and colored students and overall keep a high level 

of corporate social responsibility. This increases the legitimacy from the institutional 

environment and can ensure long term success in the South African market (Meyer & Rowan, 

1977, p. 340). In addition, due to the  reported high levels of local expertise within the country 

that Company A gladly makes use of, the subsidiary is able to make decisions without the 

involvement of the headquarter and become increasingly externally embedded. Being externally 

embedded can be advantageous as Buckley et al. (2024, p. 1) explain that establishing long term 

relationships with these local stakeholders, and given the relationship between Company A and 

the South African government, this is crucial.  

 

Similarly, Company B reports a complex institutional environment which is hard for the 

headquarter to grasp. In addition to the triple BEE laws, the mining industry operates under 

Social and Labour Plans (SPLs), where the workforce have a lot to say in the operations. If they 

do not agree with what the mining company is doing, strikes and boycotts can break out. The 

complexity Company B is facing is not being responsible for the mining itself, and therefore 

forced to rely on other companies to act according to the SPLs. In this context, the institutional 
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complexity becomes clear since Company B needs to handle conflicting social and economic 

expectations from the environment (Fu et al., 2022, p. 50). To manage these conditions, 

Company B has decoupled the actual work practice in terms of a dedicated role to manage 

community relations and provide guidance from the formal organizational structure (1977, pp. 

356-357), although in terms of budget the headquarter has the last word.  

 

Company C brings up one example of a decision being made by the subsidiary based on local 

expertise. The Swedish headquarters wanted to roll out a Scandinavian-style advertisement world 

wide, the subsidiary opposed and decided to create a new advertisement adjusted to the South 

African customer. This is an example of institutional duality, where the subsidiary is required to 

respond to both the institutional environment of the parent organization (Kostova & Roth, 2002, 

p. 218). Institutional duality can at times create tension between the headquarter and the 

subsidiary, since the two parties might have different viewpoints of the context and how it will 

affect the organization. Another example of institutional duality was reported by Company E, 

where the respondent recalls a flood back in 2021. The flood affected both the site as well as 

people’s homes and daily lives, and instead of allowing some time for the employees to build 

their lives back together, they were being praised for coming back to work. This decision was 

made by the subsidiary in order to gain legitimacy from the headquarters, rather than the 

institutional environment. One way to minimize the institutional duality is to allow subsidiaries 

to adapt to local institutional environments while maintaining compliance with formal rules 

established by headquarters (Meyer and Rowan, 1977, pp. 356-357), which is reported to be the 

case for Company B and Company C. 
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Both Company C and Company D are reportedly affected by logistical congestion, which need to 

be handled locally. Both companies report the headquarters trust the subsidiaries to make 

appropriate decisions to tackle the issues. Example of this is acquiring a reliant energy supply 

system, making the subsidiary less exposed to loadshedding, showing local market initiatives and 

some degree of autonomy (Birkinshaw, 1997, p. 212). 

 

In conclusion, due to the local institutional environment and local disruptions, all subsidiaries 

have the autonomy to make subsidiary level decisions based on local expertise without the 

involvement from the headquarter. Some institutional duality and tension between the subsidiary 

and the headquarter can be identified, however with monitoring from the headquarter with some 

degree of subsidiary autonomy, no greater conflict was reported from any of the companies.  

5.4 Power and Strategic Influence 

All subsidiaries reported that the ultimate decision generally lies with their headquarters, while 

being allowed varying degrees of influence. Company A, B and C reported influence in local 

operations with HQ monitoring, while Company D’s power relationship was reportedly impacted 

the most by trust, and Company E reported the highest hierarchical influence in the relationship.  

 

Within the HQ - subsidiary relationship dynamic there is a difference between the formal power 

by the HQ and subsidiary influence in strategic decisions being made, and this balance will 

ultimately decide the level of autonomy of the subsidiary. As defined by Ambos et al. (2010, p. 

1099), subsidiary autonomy refers to the extent to which subsidiaries are able to make decisions 

without headquarters’ involvement, which differ among the respondents. The respondents 
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reported varying levels of autonomy, likely shaped by subsidiary function and organizational 

culture. For instance, the South African subsidiary for Company A is more dependent on a good 

relationship with the South African government, while Company C has a higher focus on sales 

and end-customers. 

 

Through CSR initiatives and close relations with the South African government, Company A 

demonstrates relatively high levels of local embeddedness, which Anderson et al. (2005, pp. 

522-525) suggest increases the likelihood of the subsidiary taking initiative through 

collaboration. This local embeddedness may also contribute to strengthening the subsidiary’s 

strategic relevance to HQ, thereby increasing its autonomy in local decision-making. For 

example in regard to IT and safety which is the HQ interviewee’s primary function, the matter is 

handled with less involvement by HQ.  

 

Another reason for the rather large strategic influence for Company A’s subsidiary could be the 

Swedish manager at site in South Africa. Through the use of an expatriate manager, cultural 

intelligence can act as a decodification in the communication process, thus reducing 

misunderstandings and facilitating strategic influence (Vlajčić et al., 2019, p. 367). This 

relationship might further be understood through Hofstede’s (2011, p. 9) framework of power 

distance and uncertainty avoidance. Although Hofstede’s cultural dimensions describe national 

cultural tendencies rather than individual behavior, they provide useful insight into how attitudes 

toward hierarchy may influence HQ - subsidiary relationships. Given Sweden’s lower score of 

power distance and uncertainty avoidance compared to South Africa, Swedish managerial 

practices may place greater emphasis on participation, which could facilitate stronger subsidiary 
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influence in strategic decisions. Also Company B utilizes an expatriate manager to translate 

strategic communication between the HQ and the subsidiary, and reports similar strategic 

influence in local decisions affecting the South African market and customers, with the ultimate 

power remaining with the HQ despite the different institutional  requirements. Similar reports 

came from Company C, with comparable environmental conditions as Company A, but with a 

South African local manager. This highlights the fact that subsidiary autonomy is crucial for 

longtime survival in the market regardless, although the HQ - subsidiary relationship might look 

slightly different.  

 

Company D reported that its influence was primarily trust-based rather than knowledge-based, as 

for the previously mentioned companies. This is due to the Swedish culture being deeply 

embedded within the entire organization, reported by both the headquarter and the subsidiary. 

According to Hofstede (2011, p. 9), Sweden’s lower scores on both power distance and 

uncertainty avoidance may encourage openness to innovation and trust in employee expertise. 

However, with the function of the subsidiary not being innovative in nature, organizationwide 

strategic and innovative decisions are still centralized to the headquarter.  

 

Similarly, Company E reports low strategic influence as a result of the South African culture. 

The respondent reports that the employees at the South African subsidiary usually don’t try to 

oppose any decisions made by management, which could be related to the cultural dimensions of 

power distance as well (Hofstede, 2011, p. 9). As South Africa scores higher on the power 

distance scale, they tend to accept a hierarchical order to a larger extent, and are therefore less 

likely to oppose the management. A possible explanation for the difference between Company E 
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and Company A could be that the manager at the South African subsidiary is local to South 

Africa, in comparison to Company A with a Swedish manager. This highlights how cultural and 

managerial differences may shape organizational hierarchy and subsidiary influence within the 

different organizations.  

 

Overall, all companies report some strategic influence locally, but with limited organization-wide 

strategic power. The findings further suggest that subsidiary autonomy is shaped not only by 

function and embeddedness, but also by interpersonal trust and organizational culture.    

6. Conclusion  

The purpose of the research is to increase understanding of how foreign subsidiaries operating in 

an emerging market balance headquarter control and subsidiary initiatives. The thesis has aimed 

to answer the following question: 

- How does a foreign subsidiary operating in an emerging market such as South Africa 

balance headquarter control and subsidiary initiative-taking? 

 

In the empirical findings across the different companies, it is evident that headquarter control is 

imposed at subsidiary level at varying degrees, through which autonomy is granted depending on 

said level of control. Organization wide frameworks set by headquarters generally are the 

ultimate decider in which areas initiatives are allowed, and in which they aren’t, as some areas 

are kept closer to the core business based on costs and risk while others are less prioritised or 

more strategic locally at subsidiary level. These are initiatives which can either increase 

legitimacy such as through earning points for the B-BBEE legislation or simple marketing 
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activities to appeal to the local customers. Moreover, the types of initiatives that are granted are 

also dependent on the function of the subsidiary itself.  

 

Trust, local experience and local knowledge were all factors contributing to subsidiaries’ 

willingness and ability to take initiatives, however this was evident to different extents at the 

different companies. With this being said and given the findings this thesis has provided, it can 

be concluded that the balance between headquarter control and subsidiary initiative-taking is 

based on headquarter directives and the requirements of the local market. How these directives 

are formed look different for each company depending on the way they operate and their separate 

business models. The one thing all companies had in common however was that in all cases, 

headquarter control was the one limiting factor.  

 

Across all cases, embeddedness through local knowledge and the ability to adapt to the 

institutional environment emerged as critical factors for achieving long-term success in the South 

African market. In all, a successful balance between headquarters control and subsidiary 

initiative in emerging markets is achieved not through fixed levels of autonomy, but rather 

through flexibility, trust, and knowledge-based coordination that enables subsidiaries to respond 

effectively to complex local institutional environments while remaining strategically aligned 

with headquarter interests. 

6.1 Theoretical Contribution 

This thesis contributes to the understanding of how foreign subsidiaries operating in emerging 

markets balance headquarter control with subsidiary initiative-taking by examining the 
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relationship between Swedish headquarters and South African subsidiaries. Previous research 

has primarily focused on emerging markets in Asia, particularly China and India, while the 

African markets are comparatively understudied. By analyzing the relationship between Swedish 

headquarters and their South African subsidiaries within multinational enterprises, this study 

extends existing knowledge of how the South African institutional environment shapes 

organizational dynamics between headquarters and subsidiaries.  

 

Furthermore, the study nuances previous theories regarding subsidiary autonomy and 

initiative-taking. While earlier research has often described autonomy as a consequence of 

subsidiary initiative-taking, the findings of this thesis indicate that autonomy is more strongly 

shaped by the level of trust between headquarters and subsidiaries, as well as by the subsidiary’s 

local knowledge and market experience.  

 

The study also highlights the importance of balancing headquarter control with local flexibility 

in institutionally complex environments. In emerging markets such as South Africa, effective HQ 

- subsidiary relationships seem to rely less on strict centralized control and more on the 

subsidiary’s ability to translate global organizational strategies into locally adapted practices. 

6.2 Managerial Implications 

For managers operating a South African subsidiary within a Swedish multinational enterprise, 

this thesis highlights the importance of understanding the local institutional environment and 

maintaining operational flexibility. The findings show that subsidiaries possess valuable local 

expertise that headquarters often lack, particularly regarding legislation and infrastructure-related 
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challenges. This is especially significant in the South African context, where companies must 

navigate B-BBEE regulations, loadshedding, corruption risks, and logistical instability. 

 

By leveraging this local knowledge, subsidiaries can respond more effectively to disruptions and 

market-specific requirements while still aligning with headquarters’ overall objectives and 

policies. For managers at Swedish headquarters, the findings emphasize the importance of 

allowing subsidiaries a certain degree of autonomy. Such flexibility enables subsidiaries to adapt 

to local conditions more effectively and contributes to long-term success in the South African 

market. 

6.3 Limitations and Future Research 

There are several limitations with the study that should be acknowledged. Firstly, the study is 

based on a limited number of cases, which could limit the transferability of the findings to other 

contexts. Secondly, the study only focuses on Swedish multinationals with subsidiaries in South 

Africa.  

 

For future research within the area of HQ - subsidiary relationships need to focus on unexplored 

emerging markets, specifically on the African continent, to further understand the complexity of 

the relationship. Future research could also study the difference between subsidiaries with a local 

manager versus an expatriate manager to further increase the understanding of how a foreign 

subsidiary operating in an emerging market such as South Africa balances control and local 

initiatives.   

 

72 



 

7. References 

Ahammad, M.F., Tarba, S.Y., Liu, Y., & Glaister, K. (2016). Knowledge transfer and 

cross-border acquisition performance: The impact of cultural distance and employee retention. 

International Business Review, 25(1), 66–75.  http://dx.doi.org/10.1016/j.ibusrev.2014.06.015 

 

Ahmed, S.S., Suleiman, N.M., & Zuhair, M. (2024). A Socioeconomic Analysis of the Effects of 

International Sanctions on Targeted Nations. Journal of Ecohumanism, 3(5):833-850. 

https://doi.org/10.62754/joe.v3i5.3940 

 

Andersson, U., Björkman, I., & Forsgren, M. (2005). Managing subsidiary knowledge creation: 

The effect of control mechanisms on subsidiary local embeddedness. International Business 

Review, 14 (5), 521–538. https://doi.org/10.1016/j.ibusrev.2005.07.001 

 

Ambos, T, C., Andersson, U., & Birkinshaw, J. (2010). What are the consequences of 

initiative-taking in multinational subsidiaries? Journal of International Business Studies, 41(7), 

1099-1118. https://doi.org/10.1057/jibs.2010.35 

 

Bartlett, C. A., & Ghoshal, S. (1988). Creation, adoption, and diffusion of innovations by 

subsidiaries of multinational corporations. Journal of International Business Studies, 19(3), 

365–388. https://www.jstor.org/stable/155131 

 

Bell, E., Bryman, A., & Harley, B. (2022). Business Research Methods. Oxford University Press. 

https://doi.org/10.1093/hebz/9780198869443.001.0001  

73 

http://dx.doi.org/10.1016/j.ibusrev.2014.06.015
https://doi.org/10.62754/joe.v3i5.3940
https://doi.org/10.1016/j.ibusrev.2005.07.001
https://doi.org/10.1057/jibs.2010.35
https://www.jstor.org/stable/155131
https://doi.org/10.1093/hebz/9780198869443.001.0001


 

 

Bıçakcıoğlu-Peynirci, N. (2023) Internationalization of emerging market multinational 

enterprises: A systematic literature review and future directions. Journal of Business Research, 

164, Article 114002. https://doi.org/10.1016/j.jbusres.2023.114002. 

 

Birkinshaw, J. (1996). How multinational subsidiary mandates are gained and lost. Journal 

of International Business Studies, 27(3), 467–495. https://www.jstor.org/stable/155435 

 

Birkinshaw, J. (1997). Entrepreneurship in multinational corporations: The characteristics of 

subsidiary initiatives. Strategic Management Journal, 18(3), 207–229. 

http://www.jstor.org/stable/3088128 

 

Boslaugh, S. E. (2024). Emerging markets. EBSCO Research Starters. 

https://www.ebsco.com/research-starters/social-sciences-and-humanities/emerging-markets 

 

Buckley, P., Kandemir, D., Liu, S., & Gençtürk, E. (2024). An internalization perspective on 

subsidiaries' reputation and its impact on subsidiaries' marketing advantage: The moderating 

roles of resources and autonomy. Journal of Business Research, 175, Article 114565. 

https://doi.org/10.1016/j.jbusres.2024.114565 

 

Ciabuschi, F., Dellestrand, H., & Holm, U. (2012). The role of headquarters in the contemporary 

MNC. Journal of International Management, 18(3), 213–223. 10.1016/j.intman.2012.06.004  

 

74 

https://doi.org/10.1016/j.jbusres.2023.114002
https://www.jstor.org/stable/155435
http://www.jstor.org/stable/3088128
https://www.ebsco.com/research-starters/social-sciences-and-humanities/emerging-markets
https://doi.org/10.1016/j.jbusres.2024.114565


 

Commonwealth Secretariat. (2017). Sanctions agreed against apartheid-era South Africa. 

https://thecommonwealth.org/news/archive-sanctions-agreed-against-apartheid-era-south-africa 

 

Edge Training. (2026). BBBEE explained: A guideline for business owners in South Africa. 

https://www.edgetraining.co.za/guides/bbbee-explained-a-guideline-for-business-owners-in-sout

h-africa/ 

 

Escom. (n.d). What is load shedding? 

https://loadshedding.eskom.co.za/LoadShedding/Description 

 

Fu, Y., Zhang, L., & Chen, Y. (2022). Coping With Institutional Complexity and Voids: An 

Organization Design Perspective for Transnational Interorganizational Projects. Project 

Management Journal 2022, Vol. 53(1) 49–66. 

https://journals-sagepub-com.ezproxy.ub.gu.se/doi/pdf/10.1177/87569728211047318   

 

García-Lillo, F., Claver, E., Marco-Lajara, B., Seva-Larrosa, P., & Ruiz-Fernandéz, L. (2021). 

MNEs from emerging markets: a review of the current literature through bibliographic coupling 

and social network analysis. International Journal of Emerging Markets, 16(8), 1912-1942. 

https://doi.org/10.1108/IJOEM-03-2019-0170 

 

Greenwood, R., Raynard, M., Kodeih, F., Micelotta, E., & Lounsbury, M. (2011). Institutional 

complexity and organizational responses. Academy of Management Annals, 5(1), 317–371. 

10.1080/19416520.2011.590299 

75 

https://thecommonwealth.org/news/archive-sanctions-agreed-against-apartheid-era-south-africa
https://www.edgetraining.co.za/guides/bbbee-explained-a-guideline-for-business-owners-in-south-africa/
https://www.edgetraining.co.za/guides/bbbee-explained-a-guideline-for-business-owners-in-south-africa/
https://loadshedding.eskom.co.za/LoadShedding/Description
https://journals-sagepub-com.ezproxy.ub.gu.se/doi/pdf/10.1177/87569728211047318
https://doi.org/10.1108/IJOEM-03-2019-0170


 

 

Gutmann, J., Neuenkirch, M., & Neumeier, F. (2023). The economic effects of international 

sanctions: An event study. Journal of Comparative Economics, 51(3), 1214–1231. 

https://doi.org/10.1016/j.jce.2023.05.005 
 

Hofstede, G. (2011). Dimensionalizing Cultures: The Hofstede Model in Context. Online 

Readings in Psychology and Culture, 2 (1). https://doi.org/10.9707/2307-0919.1014 

 

Hoenen, A. K., & Kostova, T. (2015). Utilizing the broader agency perspective for studying 

headquarters–subsidiary relations in multinational companies. Journal of International Business 

Studies, 46(1), 104–113. https://www.jstor.org/stable/43653746 

 

International Trade Administration. (2024). South Africa Country Commercial Guide.  

https://www.trade.gov/knowledge-product/exporting-south-africa-market-overview 

 

Jakobsson, J., Lagerström, K., & Schweizer, R. (2021). Refining a subsidiary evolution 

framework: Clarifying key concepts. Review of International Business and Strategy, 31(2), 

281–296. 10.1108/RIBS-03-2020-0029 

 

Kamali, P., Koepke, R., Sozzi, A., & Verschuur, J. (2024) Red Sea Attacks Disrupt Global Trade. 

International Monetary Fund. 

https://www.imf.org/en/blogs/articles/2024/03/07/red-sea-attacks-disrupt-global-trade 

 

76 

https://doi.org/10.1016/j.jce.2023.05.005
https://doi.org/10.9707/2307-0919.1014
https://www.jstor.org/stable/43653746
https://www.trade.gov/knowledge-product/exporting-south-africa-market-overview
https://www.imf.org/en/blogs/articles/2024/03/07/red-sea-attacks-disrupt-global-trade


 

Kostova, T., & Roth, K. (2002). Adoption of an organizational practice by subsidiaries of 

multinational corporations: Institutional and relational effects. Academy of Management Journal, 

45(1), 215–233.https://www.jstor.org/stable/3069293  

 

Medici, A., Li, E., Tavares, M., Kim, T., & Cirkel, A. M. (2025). Growth benefits of 

macro-structural reforms in South Africa (IMF Selected Issues Paper No. SIP/2025/023). 

International Monetary Fund. 

https://www.imf.org/-/media/files/publications/selected-issues-papers/2025/english/sipea202502

3.pdf 

 

Meyer, J. W., & Rowan, B. (1977). Institutionalized organizations: Formal structure as myth and 

ceremony. American Journal of Sociology, 83(2), 340–363. https://www.jstor.org/stable/2778293  

 

Meyer, K. E., Mudambi, R., & Narula, R. (2011). Multinational enterprises and local contexts: 

The opportunities and challenges of multiple embeddedness. Journal of Management Studies, 

48(2), 235–252. https://doi.org/10.1111/j.1467-6486.2010.00968.x 

 

MSCI. (2026). MSCI EM (Emerging Markets) Screened - South Africa Subset Index.  

https://www.msci.com/indexes/index/733564 Retrieved: 2026-04-27.  

 

Mudambi, R., & Navarra, P. (2004). Is knowledge power? Knowledge flows, subsidiary power 

and rent-seeking within MNCs. Journal of International Business Studies, 35(5), 385–406 

10.1057/palgrave.jibs.8400093 

77 

https://www.jstor.org/stable/3069293
https://www.imf.org/-/media/files/publications/selected-issues-papers/2025/english/sipea2025023.pdf
https://www.imf.org/-/media/files/publications/selected-issues-papers/2025/english/sipea2025023.pdf
https://www.jstor.org/stable/2778293
https://doi.org/10.1111/j.1467-6486.2010.00968.x
https://www.msci.com/indexes/index/733564
https://doi.org/10.1057/palgrave.jibs.8400093


 

 

Padrón-Hernández, I., & Gillmore, E. (2026). How subsidiaries leverage institutionally derived 

influence in headquarter strategy initiatives. Journal of International Management, 32, Article 

101344.  https://www.sciencedirect.com/science/article/pii/S1075425326000189#ab0005 

 

Palepu, K., & Khanna, T. (1998). Institutional Voids and Policy Challenges in Emerging 

Markets. Brown Journal of World Affairs, 5(1), 71-78. https://www.jstor.org/stable/24589954  

 

Polity. (2024). Unpacking the B-BBEE scorecard: Preferential procurement. 

https://www.polity.org.za/article/unpacking-the-b-bbee-scorecard-preferential-procurement-2024

-06-27?utm_source=chatgpt.com 

 

Ragazzi Isaac, V., Mendes Borini, F., Mustafa Raziq, & M., Benito, G., (2019). From local to 

global innovation: The role of subsidiaries’ external relational embeddedness in an emerging 

market. International Business Review, 28(4), Article 101560. 

https://doi.org/10.1016/j.ibusrev.2018.12.009 

 

Republic of South Africa, Department of Trade and Industry. (2007). Broad-based black 

economic empowerment act: Codes of good practice. (Government Gazette No. 29617. 

https://www.gov.za/sites/default/files/gcis_document/201409/29617s0.pdf?utm_source=chatgpt.c

om 

 

Southern African Development Community. (2022). Trade. https://www.sadc.int/pillars/trade 

78 

https://www.sciencedirect.com/science/article/pii/S1075425326000189#ab0005
https://www.jstor.org/stable/24589954
https://www.polity.org.za/article/unpacking-the-b-bbee-scorecard-preferential-procurement-2024-06-27?utm_source=chatgpt.com
https://www.polity.org.za/article/unpacking-the-b-bbee-scorecard-preferential-procurement-2024-06-27?utm_source=chatgpt.com
https://doi.org/10.1016/j.ibusrev.2018.12.009
https://www.gov.za/sites/default/files/gcis_document/201409/29617s0.pdf?utm_source=chatgpt.com
https://www.gov.za/sites/default/files/gcis_document/201409/29617s0.pdf?utm_source=chatgpt.com
https://www.sadc.int/pillars/trade


 

 

The Culture Factor Group. (2026). Country Comparison Tool. Retrieved 2026-05-06 

https://www.theculturefactor.com/country-comparison-tool?countries=south+africa%2Csweden 

 

The DTIC. [Department of Trade, Industry and Competition]. (2014). Broad-based black 

economic empowerment. Republic of South Africa. 

https://www.thedtic.gov.za/financial-and-non-financial-support/b-bbee/broad-based-black-econo

mic-empowerment/ 

 

The World Bank. (2026). South Africa. The World Bank Group. 

https://www.worldbank.org/ext/en/country/southafrica#tab-economy 

 

Thomas, D. C. (2023). United Nations Sanctions South Africa for Apartheid. EBSCO Research 

Starters. 

https://www.ebsco.com/research-starters/diplomacy-and-international-relations/united-nations-sa

nctions-south-africa 

 

Transparency International. (2025). Our Work in South Africa.  

https://www.transparency.org/en/countries/south-africa 

 

Transnet. (2023). Transnet is South Africa’s logistics infrastructure state-owned company 

responsible for the port, rail and pipeline network. https://www.transnet.net/Overview 

 

79 

https://www.theculturefactor.com/country-comparison-tool?countries=south+africa%2Csweden
https://www.thedtic.gov.za/financial-and-non-financial-support/b-bbee/broad-based-black-economic-empowerment/
https://www.thedtic.gov.za/financial-and-non-financial-support/b-bbee/broad-based-black-economic-empowerment/
https://www.worldbank.org/ext/en/country/southafrica#tab-economy
https://www.ebsco.com/research-starters/diplomacy-and-international-relations/united-nations-sanctions-south-africa
https://www.ebsco.com/research-starters/diplomacy-and-international-relations/united-nations-sanctions-south-africa
https://www.transparency.org/en/countries/south-africa
https://www.transnet.net/Overview


 

UNCTAD. (2024). Suez and Panama Canal disruptions threaten global trade and development. 

https://unctad.org/news/suez-and-panama-canal-disruptions-threaten-global-trade-and-developm

ent 

 

United Nations. (n.d). The UN: Partner in the Struggle against Apartheid. 

https://southafrica.un.org/en/about/about-the-un 

 

University of Gothenburg. (2025). The cost of the Suez Canal blockage. 

https://www.gu.se/en/news/the-cost-of-the-suez-canal-blockage 

 

Verbeke, A., & Yuan, W. (2013). The drivers of multinational enterprise subsidiary 

entrepreneurship in China: A new resource-based view perspective. Journal of Management 

Studies, 50(2), 236-258. doi: 10.1111/joms.12001 

 

Vlajčić, D.,  Caputo, A., Marzi, G., & Dabić, M. (2019). Expatriates managers’ cultural 

intelligence as promoter of knowledge transfer in multinational companies. Journal of 

Business Research, 94, 367–377. https://doi.org/10.1016/j.jbusres.2018.01.033 

 

Walliman, N. (2022). Research methods: the basics. Third edition. Routledge. 

https://doi.org/10.4324/9781003141693 

 

80 

https://unctad.org/news/suez-and-panama-canal-disruptions-threaten-global-trade-and-development
https://unctad.org/news/suez-and-panama-canal-disruptions-threaten-global-trade-and-development
https://southafrica.un.org/en/about/about-the-un
https://www.gu.se/en/news/the-cost-of-the-suez-canal-blockage
https://onlinelibrary.wiley.com/doi/10.1111/joms.12001
https://doi.org/10.1016/j.jbusres.2018.01.033
https://doi.org/10.4324/9781003141693


 

Wei, Z., & Nguyen, Q. T. K. (2017). Subsidiary strategy of emerging market multinationals: A 

home country institutional perspective. International Business Review, 26(5), 1009-1021. 

https://doi.org/10.1016/j.ibusrev.2017.03.007 

 

World Economic Forum. (2026). Transnet. 

https://www.weforum.org/organizations/transnet-soc-ltd/ 

 

 

 

 

 

 

 

 

 

 

8. Appendix 

8.1 Interview Guide  

Role & Context 

Please describe your role and your responsibilities within the organization 

- How, if applicable, does your role relate to the Swedish/South African office? 
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Please describe the overall relationship between your office in Sweden and the office in 

South Africa. What relation do these offices have and how close do they work? 

 

Control & Governance 

How influenced are the day-to-day operations by headquarter management? Has this 

changed over time? If so, why? 

How are decisions typically made between the Swedish office and the South African 

office? 

Can you walk us through a recent decision-making process or provide an example of 

what it typically looks like? 

Is the Swedish office often involved in South African local operations? Does it depend on 

the type of decision? Please exemplify 

If the Swedish office is involved, what triggered that involvement? 

How would you describe the level of autonomy within the organization? When are you 

free to decide and when is approval required? 

Have you experienced situations in which control mechanisms helped or hindered your 

work? What happened and what was the outcome? 

Beyond formal controls, how do informal mechanisms influence the organization? How 

important are personal relationships, trust and informal networks? 

Do you reckon that the headquarter's/Swedish office’s standard processes and policies are 

suitable for the realities of the South African context? What works well and where do 

they fall short? 
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Innovation & Initiative 

To what extent do you feel that innovation is encouraged? Why/why not? Please provide 

examples if possible 

How does it differ, in your opinion, between Sweden and South Africa? 

When is local knowledge particularly important? If you have examples, please provide 

them and how this was communicated 

How do you balance Swedish office interest and orders with South African office 

innovation? 

 

Local Environment & Disruptions 

Do local conditions in South Africa affect daily operations? If so, how? 

How do you adapt in accordance to these conditions? (Political uncertainty, power 

outages, port congestion) 

Can you describe a recent disruption that required adaptation?  

Who took initiative and how was autonomy balanced? 

 

Power & Strategic Influence 

Do you reckon that the South African office is able to, in any way, influence the Swedish 

office’s decisions? What made the influence possible? Please provide examples 

Are there situations where knowledge gives one side more influence? Please describe one 

if applicable 
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