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Abstract
Subsidiaries’ new product launching (NPL) in a local market is
believed as a source of competitive advantage in MNC operation.
However, we still lack many researches to understand how the
mechanism of NPL is happened within subsidiaries’ operation.
Considering thatNPL consistof strategic and tactical decisions, thus
it become important to define the task between managers In head-
quarters and in subsidiaries during NPL process. Overlapping their
tasks can create conflict, inone side, and ambiguity, in anotherside,
during NPL in the local market. | argue conceptually that managers
inheadquarter should define strategic decisionsto harmonizeandto
synchronize to global strategy construction. in contrast, because of
subsidiaries whom know very well local environment characteris-
tics, thus tactical decisions should be decided by managers in

subsidiaries.
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yhe- central activiies of MNC

which operates in consumer goods indus-
try are to establish identity and building its
position in global marketplace among cus-
tomers, retailers and other market partici-
pants (Douglas et al., 2001). A key ele-
ment of this aim is the combination of
harmonious and consistentotproduct strat-
egy across countries and product lines
with the flexibility wilh local snvironment
factors whers subsidiaries operated.
When a product or a brand is expanded
into foreign market, a carsless choice of
strategic ¢an have negative effects on the
product as well as on the company in
terms of loss in sales, damage to credibil-
ity, and damage to reputation.
|
Fimanzah, PhD, Depariment of Man-
agement Facully of Economics, Universily
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Theimportance of maintaining a strong
core product/brand is paricularly impor-
tant in a word of greater intemational
competition. Researchers areincreasingly
devoting atlention to global branding,
particularly the issue of brand standard-
ization (Agres & Bubitsky, 19986; Domzal
& Unger, 1987). Propenents of standard-
ization claim that MNC can benefit from
standardization in terms of economies of
scale, message consistency, and the build-
ing of an international brand and com-
pany image (lLevitt, 1983). in conirast,
supporters of adaptation argue that be-
cause there is diversity in cultural and
socipeconomic facters, market structums,
and stage of product life cycle amaong
different countries, adaptation should be
considered ininternationalmarketing strat-
egy (Agrawal, 1585; Douglas & Wind,
1987). :

The focus of product srategy in sub-
sidiary operation is the activilies 1o launch
anew product into a market While essen-
tial, new productlaunching (NPL) involves
greal risk since new product failure is
common and expensive [Calanlone &
Montoya-Weiss, 1993; Schmidt &
Calantone, 2002). To reducs lhese risks,
almost subsidiaries consumer goods de-
velop and launch a new preduct using an
established MNC brands. Doing so can
be enormously profitable, but it can be
dangerous too (Aaker, 1990). An ill-con-
ceived brand extension may seriously
effects to new productbrand fails, dam-
ages the ogriginal preduct, and precludes
the establishment of another brand with its
unlque association and growth potential.
To deter and to hinder these potential
problems, itbecomas necessary to exam-
ine subsidiaries new product launching
decision process. The unit analysis of this
research is subsidiaries, becauss of the
importance of thair roles lo build global
competilive advantage (Birkinshaw &
Hood, 1928; Rugman & Verbeke, 2001).

Subsidiaries consumer goods coperate
in the local environment fotally different
with global or headquarters’ environment.
Extending an established brand in the
local market should consider the local
factors environments. The difficulty arises
in the NPL process because subsidiaries
managers must censider the brand-guide-
lines givenby headquarters'officers. Thus,
how to harmonize between the brand-
guidelines (as a part of standardization)
and adapting to local environments (as a
part of localization} are crucial task of sub-
sidiaries managers to achieve new pro-
duct launching success in local market.
Which decisions should be standardized
and which decisions should be localized
in the NPL process is needed to answer.
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This research deals wilh the problem
of headquarters' brand mandate to sub-
sidiaries managers in the emarging coun-
try. The inlerest of this research is to ana-
lyze the implementation of headquarlers’
brand mandates to subsidiary's new pro-
duct launching (NPL) decisions in the
consumer goods mulinational companies
(MNC). The research start with the general
guestion: how should headguarters' brand
mandale is appled in the subsidiary's
NPL decisions to exploit MNC global com-
petitive advantage and local-specific ad-
vantage in the emerging country?

The simplicity of general question
couldn’t hide the complexity of managing
headquarter-subsidiaries activities coor-
dination and integration. To answer the
general question, there would be several
derivative questions must be frealed and
analyzed: how the mechanism of coordi-
nation is happened in the headquarter-
subsidiary relationship? In what phase of
NPL decisions should be gentralized and

decentralized in order to achieve both
MNC global competitive advaniages and
local environment characteristics?

Subsldiary's New Product Launching
(NPL) Decislons

Managers make one set of launch
decision prior to the beginning develop-
ment, while They make other decisions
after conceplual and physical develop-
ment of the new product is completed
{Hultink et ai., 1998; Di Benedetto, 1999;
Hultink & Robben, 1999; Hultink et al.,
2000; Guillinan, 1999). The decisions
made in the earfier phase before the new
product development (NPD) is called stra-
tegic launch decision. However, the deci-
sions which is made after new product
finish ealls tactical launch. Many ltera-
tures in NPD conceptualize tatlical launch
as commercialization phase in the NPD
process (Cooper & Kleinschmidt, 1987;
Urban & Hausser, 1980). In developing
NPD process, managers in headquarter

Table |
Researches In Product Launching

= ““‘Stratégle Launching - | Tectcal LaunohIng. . |.—— oo too cn bope .
i e Varables v | . Variables - | ResecResuit
Hulink et al., {1998) | To decide what, whera, Decision about Inlerdependsnt between

when and why e launch marketing mix to launch | strategic and iaclical
new product. Represen new product into launching. Tha decislon
Inte threa declslon about: | market, Decisions made for one variable is
* Product sirategy cover assoclated and need
+ Markel sirategy * Product conslsient wilh a
* Finn stralegy « Price decislon choice made
* Promoton previously in Lhe
« Distribullon preduct development
process.
Gullinan {1999) « Rolativa Markeling mix Sirategic and taclical
innovalivenass *  Product launch depend in large
+ Target markel {niche » Price measure on the specific
Vs mass) * Promation typs of buying
= Leadership (ploneer Va | = Distribution bahaviour 1o be
followen) And another variable influenced.
= Timing to entry
Di Benedetlo (1999) | Examins lhe role of skill Identify savaral Identify several faclors
and resources in the activities in the 1aclical in stralegic and laclical
stralegic launch. Identify launch which conribute | teunch whieh contribute
savaral aclivities in the 1o successiul new 1o successful launch.
sirategle launch which product: Stressing the
contributes to successiul | = High quality of Importance of
new product: seling effort informatian gathering
+ Hawving cross-funclional | = Good manegament activity 1o suppon
teams « Launch liming straleglc and tactical
+ Having logistic involved relalive 1o launching.
In developing competiors and o
siralegles cuslomers
Hultink ef al., (2000) | = Product alrategy = Product tactic Successhil launch
= Market stralegy = 'Prica tactic declslon diffar
= Firm sirategy = Pramotion Laclic significanlly for .
= Compslilive stance = Diswibulion taclic cansumer and industrial
product and Identify
haw they differ
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and subsdiary must cooperate 1o make
an integrated launch plan-defined here
as a coordinated sel of strategic and tac-
fics for introducing a product 1o a target
market (Guittinan, 1999).

In order to support both strategic and
tactical launch activities and to assess the
effectiveness of market launch, market
research must be conducted efficiently.
Market testing throughout the NPD pro-
cess yields key information about likely
customer adoption and allows the fim 1o
finalize its plans for marketing and produc-
lion ramp-up at the launch phase. Ade-

-quale performance of activities that gene-

rate information on custorner, compel-
tive, or economic changes is critical for
confrolling and fine tuning the product,
process, and/or marketing strategy post-
launching. Market information gathenng

- aclivitiesthatoceurduring and post-launch,

as well as several information-galhering
pertains o earlier stagas of the NPD pro-
cess. The result of lhis activity- will aid in
fine-tuning the product for a more suc-
cessful launch.

Many researches in the arsa of NPD

"had been conducled recently, especially

the researchas which distinguish strate-
gic andtactical launchin the NPD process.
Several studies have done to explore Lhe
relations between strategic and tactical
launch could be seen below: (Table I
Following the precedent researches,
in this research we distinguish two phase
in the product launching decision in the
consumergoad MNC: (1) strategic [aunch-
ing, and {2) tactical launching. Strategic
launching covers wide aray of strategic
decisions in the product launching and
give the direction for subsidiary to launch
a new product. However tactical launch-
ing decision is the decisicn of implemen-
tation and execution of product launching
in the subsidiary. Tactical launching deci-
sion is highly comelates with the aspect of
commercialization of new product. Tactical
launching decision deals with the problem
how to bring new product into market.
Hulink et a/., {2000} conducied the
research to investigate the characleristics
of NPL between consumer goods and
industriaigoods companies. The research
has shown that successful launch deci-
sion differ from consumer and Industrial
products. The source of difference in the



strategic and tactical launching batween
consurner and industrial product is the
result of difference in market and product
characteristic of consumer and industrial
industry. Offering product and service for
mass-consumption (consurner individual)
needs different approach with offering to
enterprise. The market strategy, product
and competitive stance should adapt with
the industry in which companies operate.
Tactical launching decision also should
adapt with the product characteristic of-

fered by companies. Since the product .

characleristic of consumer and industrial
product differ significantly, thus tactical
launching decision follows this difference.
Anpther aspecl which contributes to give
difisrance of strategic and iackcal laun-
ching between consumer and industrial
product is industry regulation. Govem-
ment regulation imposed to consumer
and industrial product is differenl. These
allfaclors give the pressure for each com-

pany to adapt with anvirenment factors'.
(Table I

New consumer products are mare
likely (but not exclusively) to be launched
into maturing markets where competitive
rivalry is based en a number of dimen-
sions, rather than predominantly focusing
on technolegy. The objective of launching
a new producl in consumer markels may
be less likely to be purely focused on
competing for a new technological solu-
tion to a consumer problem. Panoply of
cansumer competilive strategies, typified
by objectives for new products such as
increasing marke! penetation, construe-
ting bariers to enfry, increasing profitabi-
lity through costreducing costs, and main-
taining and enhancing the company's
repulation, is more likely to drive con-
surmner market NPD.

New product launching in consumer
good is less innovative than in industrial
product. Therefore the new product in

" Table Il NPL Charactlerls‘llcs between Consumer and Industral Product

to-markat

More likely to achieve short time-

-+-zVarlables+.#:i2 i :ConsumeriNew Products ;.7 2547 Industrlal New Produets; 5
Strategic Decisions .
Product Strategy Less Innovative More Innovative

Less likely to achievae short ime-to-
market

Market Stratlegy

Competitive Stance

Firm Strateqy

More likely to be maodifications

Likely to be introduces into the
mature stage of preduct life cycle
Likely to be introduced into
mature marksls

Likely to be targeted al several
segmenis

Mare llkely to rapresent
Incramantal improvemeanls
Launched into markets with many
compelilors

Mara NPD objeclives are
compelilor and market fecused
Mainly marke!l drivan

Aim for technological parity wilh
competitors .

Mora likely ta bo completsly new to
the world

Likely to be introduced in the
Intreduclory stage of produci lile
cycle

Likely 1o ba introduced into fast-
growing markets

Likely to be targeted at a nicha
More likely to represent
parformance improvemenis
Launched into market with lew
competitors

More NPD ohjactives are
technology focused

Mainly technolagy driven

Aim faor lechnological innovation

consumer geods is more incremental pro-
duct innovation than radical innovation.
Targeting and positicning is central to
consumer goods marketing.: Caraful tar-
geting, avoiding head-on clashes with
compalitors, and placing the new product
into growth markets have been hallmarks
of recent new consumer product suc-
cesses. In the competitive stance, many
new consumer products are madifications
and brand extensions, launched into
mature markets where the nurmber com-
petitors are already high (Martenson,
1994). |n tactical launching decisicn, ad-
vertising play the role important for con-
sumer goods new product launching. The
nature of consumer geods market cover
wide array of consumer, therefore adver-
tising is the way to grasp population.

Strateglec and Tactical Launching
Coordinatlon .

In subsidiarfes NPL decisions, head-
guarter need lo control and o coordinate
the decisions to hammonize subsidiaries’
decision into global MNC sfrategy. How-
ever, the control and integration of subsi-
diaries decisions in the NPL pmcess should
consider the lacal” environment faclors,
Because it is subsidiaries managers who
deal with day-to-day subsidiaries opera-
tion in host-country, thus il is comprehen-
sible that subsidiaries managers are the
party who knowbest the local condition. The
role of subsidiaries managers is to sense
and to respond to the demand and opportu-
nities of the local environment (Barllett,
1986). These managers tendlo havea strong
national inlerest and good local comact
and relationship. Their local autonomy often
allows them to develop organizations that
are responsive and entrepreneunial vis-a-
vis oppartunity in the host-country. (Figure )

Tactical Decisions
Product Taclics

Dislribulion Tactics

Pricing Taclics

Promotion Taclics

More brand exiensicn
Broader assortment than
competitors

Current channels
Expenditure’ parity with
compalitors

Pricing parity with competitors
Penetration pricing

More expenditura than
competitors

More mass adverlising

Greater use of company name
Broader asscriment than
compelitors

New channels

Distribution expenditure less than
compelilors

Higher prices {han competitors
Skimming pricng .
Expenditure parity with competitors
More customized promolion
{personal selling, direct marketing,
public relalions)

Source: Hullink et af., (2000}

1 The pressure of environment to organizalion
convergence acliviies is bast explained by
Instilutional Theory (DiMaggic & Powell, 1983).
Organizations In gne-environment will recalve tha
same environment faclors. These faclors will
orlant how these organizations should acl and
react to environmeni pressura. (n other words,
enviranment gives the clus {best practice) for

' companies torespondthe environment prassure.

. Singe environmeni pressure oleonsumer goods
and industrial product diffar significanily, the
bes\ pracilce far those iypes Indusiry also
differenl. How consumer goods respond lo
environment prassure diferent with industrial
product companles to respond to enviranment
pressura ’ :
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Headquarer gives the mandale and
assignment to subsidiaries managers to
inroduce new brand/product into local
market. Subsidiaries managers them-
selves receive two different pressures: (1)
headquarter brand mandate, and {2) local
environment factors. Headquarters brand/
product mandale usually follow with the
brand/product guideline to give direction
how to infroduce these brand/product. But
the guideline is only cover a standard
procedurs, in reality, subsidiaries mana-
gers face wilh local environment totally
difterent with home-based country. Imple-
menting brand mandate and brand guide-
lines into local marke!l also must consider
the lecal environment. Thus in the organi-
zalional aspect, subsidiarias managers
should manage these initial pressures to
achieve two objectives: (1) brand strategy
coherency with MNC. network, and (2)
flexibility to mspond to local environmant.
Brand guidefne is needed by subsidiaries
managers tointegrate and harmonize their
decision in the NPL with global brand
strategy. In other spectrum, subsidiaries
managers also need authority and flexi-
bility to respond with local environment.
The combination of brand strategy coher-
ency and flexibility is assumed could build
subsidiaries compelitive advantage in the
local markel,

Which decisions in the NPL process
must be centralized and which decision
must be deceniralized is an important
aspect to achieve both brand strategy
coherency and local flexibility. The con-
figuration of cenfralization and decentrali-
zation should answer the both objective of
NPL decision in subsidiaries. Since stra-
tegic launching decision consists of sev-
eral decisions, thus the problem of central-
ization-decentralization also considers the
various type of strategic launching deci-
sion. The same cendition is also hap-
pened In the tactical decision. Tactical
decision consists of more than one Inter-
relaled- decisions and need to be man-
agad by subsidiaries managers. Do the
decisions classified into tactical launch-
ing should be decentralized and subsid-
iaries managers have encugh autonomy
to decide them? Or still headquarter play
the role Important {o influence them?

The influence of headquarter and lo-
cal environmenl facters are assumed af-

Subaldiariea’
Strateglc Launching s
Daclalons

Subsldiaries’
Tactleal Launching
Declslon

fect differently in the NPLdecisions in the
subsidiaries. To achieve brand strategy
coherency and local operation flexibility,
subsidiaries managers need certain
amaunt of direction from headquarter and
cerlain amount of autherity to decide the
decision during NPL process. Should

subsidiaries which operate in the deve-

loping counfries need full aulonomy or
semi-autonomy during NPL process? And
what kind of decision subsidiaries mana-
gers need coordination with headquarter
and what kind of decision need autonomy
in each phase of NPL is the next queslion
need to be answered. Therafore, this
research will seek to answer this main
problem.

Standardization and Adaptation ot
Marketing Declslons

The desirability of marketing decision
standardization vs. adaptation has long
been debated in the international busi-
ness research. With the rapid advance-
ment of communication and transporta-
tion technology and increasing interda-
pendence of markets, tha concept of glo-
bal marketing has received considerable
research attention over the last decade
(Levitt, 1983; Domzal & Unger, 1987;
Samiee & Roth, 1992). On the fundamen-
taltenel of global marketing is that interna-
tional marketing processes and programs
should be standardized across national
boundaries. It has been argues that mar-
ket have hecome so homogenized that
firms can market identical products and
services around the globe through stan-
dardized marketing program (Hamel &
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Prahalad, 1985). However, these ideas
have many challenges from cultural-
bound perspective which considers that
local envimnmenl specificity determine
success or not MNGC's activities. Thus, the
main issue is how MNC make an appro-
priate adaptation to local environments.

Standardlzation of Marketing Declslons

Standardization usualy emphaslzes
thattrend toward homogenizaftion of world
market and the cost-saving benefits of
marketing program slandardization
(Chematony et af,, 1995). According to
these researchers, technology has con-
tributed to homogenization of demand
pattems. To compete effectively in the
global market, firns must achisve cost
efficiencies by standardizing their marke-
ting pragrams. Cost sfficiency strategy is
one of the strategies that contribule in
gaining market competition. Providing
product with low-price {without reduce
cerlain quality) become ane ofthe product
advantage vis-a-vis competitors’ product.

One of the strong proponents of stan-
dardization Is Levitt {1983). The advances
in communication and transportation tech-
nologies, and the Increased travel, con-
ribute to globalization of markets. As a
result, global customer groups have be-
gunto emerge. To survive and succeed in
global market, a company must develop
the capability to deliver a high-quality pro-
duct at a competitive price. Standardiza-
tion of marketing programs is an essential
means by which a firn can achieve a low-
cost competitive position in global compe-
tition, since standardization facilitates the



realization of economies of scale in all
value-adding activities.

Another key proponent of standardi-
Zation is Ohmae (1985). He notes thatthe
Triad (United States, Westem Europe, and
Japan) constitutes the major markets,
accounting for the bulk of world market
potential. Customers in these markets
have become fairly homogenous; making
slandardization feasible. Successful com-
panies are those that stressed the com-
monaliies among market and treal various
markels with an adequate perspective.
The commanalities in freating varigus kind
of market can form global image of corpo-
ration and certain type of brand/products.

Terpsira (1987) thought that standar-
dization of marketing is facilitated by con-
sumer mobility, media spillover, and glo-
bal similarity of many consumer products.
He argued that universal brand and posi-
tion can be a powerful marketing tool in
intsmational markets. He also believad
thatthe possibility of reducing costthrough
standardization would be an atftractive
option for multinational corporations. Tri-
ggerad by thetechnology advance oftrans-
poriation and telecommunication, i facili-
tates also consumer in tha local markel
make comparison of life style, neads and
wants and expeclation with consumer in
foreign countries. It's not sumprisingly that
many pecple believed the world diregt, in
some aspect, to global eonsummation
culture, The mode of other country will be
transmitted easily to other countries.

Adaptation of Marketing Declislons
Critics ofglobal marketing, on the other
hand, are sceptical of the feasibility andfor
benefils of standardizing marketing pro-
cess and program. These criics argue
that the long existing cultural, palitical, and
econgmic differences among nations re-
quire that marksting programs be adapted
to the [ocal market conditions {Boddewyn
at al., 1986, Wind, 1986). The diversity of
host-country environment cannot be
treated with a single procedure. Each
country need teatrment different and stan-
dardization decision in MNC is only makes
it loose its competitive advantage in host-
country market To bridge this problem,
recently, researchers have proposed a
contingency perspective to identify factors
that influaence the degres of standardiza-

lion that is feasible and desirable (Jain,
1989; Szymanski ot al., 1993; Cavusgil,
1996).

Those who argue for marketing pro-
gram adaptatiors generally point the sig-
nificantdifferances among nationsinterms
of cultures, stages of economic and mar-
ket-development, political and legal sys-
tem, and customer value and [ife styte.
Marketing program is largely a local issue
and the best course of action for a product
ought to differ from market to market (Hilt
& Siill, 1984; Wind, 1986; Douglas & Wind,
1987). A strong critic of standardization
can be found in Wind (1986} and Douglas
and Wind (1987). They argue that the
strategy of developing standardized world
brands with common product features,
names, and advertising us a Special case
that can be tetally inappropriate for many
situations. The introduction of new global
brands may well cannibalize the existing
brand (Douglas & Wind, 1987). HH and
Still (1984) found that greater product
adaptation is required in rural areas than
in urban areas of the developing coun-
tries. They noted lhat product adaptation,
whether mandatory or discretionary, can
strengthen the products’ competitive posi-
tion in theé markeiplace. Limited availabi-
lity and cost of cormmunication media, as
well as media habits of consumers, further
undenmine the suitability of a standar-
dized marketing program.

Simmends (1985} contended that for
multinational cerporations to survive the
intenss international compstition, they
must be responsive to the segments that
demand unique treatment by virlue of
institutional or customer idiosyncrasies.
Kotler (1967} cautioned managers against
the dangers of blind implementation of
slandardized marketing programs. Brigf,
the opponent of adaptation is believed
that hosl-country environments primary
sources of competitive advantage. The
MNC factors diffused by headquarter is a
supporting factors for subsidiaries o tailor
markeling strategy in local market. That's
way headquarter should give subsidia-
res managers faidy large aitoriomy to
decide marketing strategy and programs.
Because subsidiaries managers are the
party who deals day-to-day operation with
local environment, thus they know best
how to act, react and anlicipate the exlis-

ting and the change of hest-country envi-
ronmenl.

NPL Declslon Autonomy and
Parformance

The next party in my research is to
examine the aulhority to take NPL deci-
sion between headquarter and subsidia-
ries to new product performance. Head-
quarter neads to assure that subsidiaries
brand strategy is a part of global strategy.
It is important because building global
brand/productstrategy needs consistency
and coherency across various countries
{Aaker & Joachimstahler, 1999). There-
fore headquarter needs to confrol, inte-
grate and coordinate the subsidiaries’
brand strategy. The question is to what
extent headquarter should centralized
brand strategy and to what extent head-
quarter should give the autenomy for sub-
sidiaries' manager to make decision. |
apply this problematic into distinction of
NPL degision. | assume that each phase
of decision has different degree of impor-
tance. Therefore, headquarters could play
the cenlralization-decentralization pro-
blem of marketing strategy based on the
distinction of NPL decision importance.
{Figure 1)

MNC is belisved as natural inherent
with the problem of integration (Stopford &
Wells, 1972). The main problem rises
because many of the value-added activi-
ties of MNG operate in different situations
and different locations. The foreign sub-
sidiaries must be differentiated enough to
confront cultures, customs and markets
that contrast markedly with those of the
home country. Given these difficuttios, the
integration system of the multinational
corporation has grown comespondingly
complex (Wilkins, 1974).

Subsidiaries which operate in Lhe
emerging countries will follow the global
strateglc applied by headquarter (Bartlett
& Ghosal, 1986). The global sirategy of
MNC based onassumptionthatthe parent
corporations or headquarters has respon-
sibility for issues that involve activities
crossing countries national boundaries
while the subsidiary’s role [s limited to the
localfregional operating environment
{Barlietl & Ghosal, 1988). Further, global
strategy is based on two form of advan-
tage, location-specific advantage.-and
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compelitive advantage {(Kogut, 1985).
Location-specific advantage is secured
through exploiling differences factors,
capilal, and producl markets, or govem-
mental policies among countries. Global
compelitive advantage is developed
through international scale economies,
international scope econgmies, and or-
ganizational learning across national
markets (Ghosal, 1987). Global strategy it
doesn’'t mean that MNC ighore the pre-
sence of diversity host-country environ-
ments. Inversely, these factors should be
exploited by MNC o develop its global
competitive advantage.

From wide amay of strategic global of
consumer gocds MNC, the strategy to
build global brand is very imporiant
{Roellig, 2001; Schmitl & Pan, 1954; Roth,
1992). Globalbrand is amediurnloachieve
global competitive advanlage. MNC uses
global brand to facilitate foreign markel
entry and exploit scale economies in lhe
development of products, packaging, ad-
vertising and promotion. Strong global
brand is believed also as a source of
differentiation {Chiranjeev, 1897). With
strong global brand, MNG could differen-
tiate core product to various type of pro-
ducts. The strong image of global brand
faclitates the identification process of new
product launched by consumer. Thus, the
objective of consumer goods MNC to build
strong global brand is the critical strategy

and contribute 1o MNGC success.

Strategy to build srong global brand
needs coordinalion and inlegration be-
tween headquarter and subsidiaries.
Building global brand needs coherency
and consistency of stralegy and lactical
planning between headquarer and sub-
sidiaries in various countries. Headquar-
ter imposes global coordination over sub-
sidiaries operations {Kogut, 1985). The
consequence of this strategy is subsidiary
primarily implemenler of headquarer-
developed strategy (Roth & Marissaon,
1992; Barlleti & Ghosal, 1986). Subsidiary
must inlegrate and follow its operation to
headquarters’ instruction and mandaie.
The mandale to support the development
of glabal brand make subsidiaries adapts
the global strategy into local strategy. The
strategy and tactical decision lo launch
new product also consider the guidance
from headquarer. .

To build strong global brand, MNGC
needs to use organizational slructure,

" processes, and culiure 1o allocate brand-

building resources globally, to create glo-
bal .synergies, and io develop a gkbal
brand strategy that coordinales and leve-
rages country brand strategies (Aaker &
Joachimsthaler, 1999). Subsidiaries fo-
How the best praclices developed in head-
quarter about how 1o build-brand person-
ality {how the brand would he described if
it were a person), conslruct user imagery
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{howthe brand's typical useris perceived),
intangibles 1hat are associated with the
company (its perceived innovativeness or
reputation for quality) and symbols asso-
ciated with the brand. The pracess ofinte-
gration of subsidiaries activities into head-
quarter global brand strategy includes a
mechanism lhat lies global brand to coun-
try brand strategies. In other words, sub-
sidiaries managers in developing country
brand strategy should consider of coun-
try-brand strategy contribution to support
global brand. ' .
in strategic launching decisicn, 1 as-
sume that the influence of headquarter
factors (strategy and structure) play the big
role in subsidiaries NPL decision more
than host-country environment factors. In
global business competition, subsidiaries
are often behave as an implementer body
of headquarter strategy. Headquarter
needs to standardize glbal strategy to
achieve ‘'economic of scale and synchro-
nization of activities around the world.
Therefore, in strategic launching decisions
(overall) subsidiaries strategy follow haad-
quarter stralegy. '
H1: More headquarter infuence strategic
decision launching within subsidiary,
. the more posilive impact on new
. product iaunching performance

Bartlett and Ghosal (1986} argue that
the stralegic impertance of subsidiary in a
specific country is stroengly influenced by
the significance of its national environ-
ment 1o 1he company's global sirategy.
The main.task of such a subsidiary is to
formulate the action plans lo introduce
new product to local market, because
eachlocalmarketintheintemationalmarket
consist of different competitive anviron-
ment (Gatigngn et al., 1990) and differ-
ence in' cultural, demographic, govem-
ment regulation, and infrastructural bar-
rier {(Hite & Fraser, 1988). Implementation
strategy could be an advertising activity
and campaign. To design of advertising
activity and campaign, subsidiary has to
understand the effactiveness of advartis-
ing media in a specific local market envi-
ronment. Local market envirconment also
provides difference in competition strue-
ture and distribution chain that subsidiary
managers must consider to ascenain the
success of market entry.



However in tactical launching deci-
sions, the effect of hast-country environ-
ments is greater than the headguarter
factors. The nature of iactical launching
decision is highly correlates with environ-
ment factors. How to bring new preduct
into market should consider all environ-
ment factors such as local competitor,
government regulalion, consumer
behavioural, socio-cultural and demo-
graphic, pelitical situation, and economy
situation. The laclical decisions are also
execution decisions, Therefora, more
headquarter intervene 1o the tactical deci-
sions, morg negative impact on subsidia-
ries' NPL: performance.

H2: More headquarier infiluence tactical
decisions launching within subsidiary,
the more negative impact on new
product launching performance

Subsidiarles Managers’ Roles

In the growing of literature of MNC
recently, it seems more important to ana-
lyze and understand the process by which
subsidiary managers make stralegic de-
cision. Subsidiary is helieved to play an
important part in the creation and mainte-
nance of MNGC firm-specific advantage
(Birkinshaw et af., 1998B). The firm specific
advantage is important for subsidiaries as

a tool to compete not only with local com- .

pany but also another MNC subsidiary
that operate in certain foreign markel To
build strong global brand, MNC nesds 1o
use organizational stnicture, processes,
and culture to allocate brand-building re-
sources globally, to create global syner-
gies, and to develop a global brand stra-
tegy thatcoordinates and leverages coun-
try brand strategies {Aaker &
Joachimsthaler, 1999). Subsidiaries fol-
low the best practices developed in head-
quarter about how to build brand person-
ality (how the brand would be described if
it were a persony, construct user imagery
(howthe brand's typical useris perceived),
intangibles that are associated with the

company {its perceived innovativeness or’

reputation for quality) and symbols asso-

ciated with the brand. The process of inte-

gration of subsidiaries activities into head-
quarter global brand stralegy includes a
mechanism that ties global brand to coun-
try brand strategies. In olher words, sub-
sidiaries managers should follow the

guideline decided in headquarier o gqua-
rantee harmonizalion and synchroniza-
tion producl/brand global strategy. In other
words, subsidiaries’- managers cannot
delermine freely the strategic aspect of
new product. lll-image of MNC brand could
endanger the overall image of MNC

brands. .

H3: Mare subsidiary managers influence
strategicdecisions launching, the more
negalive impaci on pew product
faunching performance

Strategic launching decision should
be centralized to guaraniee lhe harmoni-
Zation of brand slralegy overvarious host-
country environments. However, to imple-
ment the brand siralegy over different 1o-
calenvironmentcharacteristics MNC need
flexibility to respond local environmenl
characteristics and dynamicity. Therefore,
headquarters should give autonomy to
subsidiaries managers lo develop tactical
launching decision. Subsidiaries manag-
ers know bast how to deal wilh local envi-
ronments because they interac! daily with
these factors. ltis not necessary for head-
quarters to control uniil tactical decision
because it has negative impact lo new
product launching process and mecha-
nism. Therefore, tactical decisions launch-
ing need big contribution from subsidiar-
ios’ managers side than headquarter.
H4: .More subsidiary managers have

autonomy and flexibility to decide

tactical decisions launching, the more
positive impact on new product
faunching performance

Coherence between Strateglc and
Tactleal Launching Declslons

NPL decision itself is a complex deci-
sion, It consists of several decisions clas-
sified into straleqic and tactical {commer-
cialization). Alignment process between
headquarler factors and local envion-
ment faclors into NPL decision will be
ended with the configuration which deci-
sions should be centralized and which
decisions should be decentralized, Sub-
sidiaries’ competitive advantage is a func-
tion of the advantage becoming part of
multinational companies combine with
exploitation of local operation opportuni-
ties (Bartlett & Ghosal, 1986; Doz &
Prahalad, 1991}. The difficulty to manage

NPL decision in subsidiaries rises in re-

spect lo combine two different factors,

headquarter aspsct and local environ-
ment dimensions.

Subsidiaries managers should deal
bath to headquarter/regicnal office direc-
lion and host-country specific environ-
ments during the NPL process. However,
subsidiary's NPL decisions are subject of
headquarterfregional office coordination,
confrol and integrating system. This deci-
sion will determine the perlermance not
only for new brand/product will be intro-
duced but also the subsidiaries overall
performance. The failure of coordination
and managing these decisions will influ-
ence also the construction of global brand
buiit by MNC network Howsver, levera-
ging only advantage as a part ol multina-
lional company is not sufficient for subsid-
iaries operating in different local environ-
menlwith home-basad envionment Sub-
sidiaries operate in environment totally
different and should be considered during
new product launching. Therefore, sub-
sidiaries managers should align the head-
quarter mandate, direction and instruc-
tion, and host country specific environ-
ment In other words, subsidiaries' mana-
gers should combine both the global and
local aspect of new product faunching in
their local market, -

H5: More the coherence batween slralegic
launching decisions and laclical
launching decisions, themore perform
new product/brand in the focal market

Conclusion and Limits

There is not position in an organiza-
tion exist in isolation. Each position is
connected to several other positions, ei-
ther directly or indireclly, in terms of the
method of working, the nature of Lhe lask,
and the reporting relationship. All these
positions together constilute a role set
pertaining to the positicn of the person,
Role setis supposed to take an action and
called as role behavior. Role behavior
refers to Individual action and contribution
1o the achisvermnent of organization abjec-
tive {Das, 2001). Howeaver, ole behavior
as organization output is formed by role
expectation. Role expectation is genera-
ted in the work situations by rules and
procedures, top management pelicies,
business stralegies, position descriplion,
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procedural instruction elc. In the MNC
operations, it assumed that there is a dis-
tinction between the roles of managers in
subsidiaries and in headquarers during
new product launching.

To maximize MNC omganizational ef-
fectiveness, a cohesive framework is
needed, in which the set of managerial
functions and role is appropriale to the
organization’s structure and strategy. In
the case of MNC, where organizalion co-
vers wide-armay of countries, the Issue of
the rele behavior of manager becomes all
the more crucial. Since the parformance
overall of MNC depends on performance
in each subsldiaries’ operation, the moun-
ting interest is focusing on the mla behavior
of subsidiaries managers. Subsidiaries
managers are the party in MNC structure
that interact daily and direclly to host-
country envirenmanls faclors, but in the
same time they recaived another pressure
from headquarter {regicnal office) instruc-
tion, The dualism of pressure should be
handled by subsidiaries managers is be-
lieved 1o influence role behavior of man-
agers.

In the subsidiaries NPL decisions,

headquarter need to confrol and lo coor-
dinate the decisions to harmonize subsi-
diaries’ decision into global MNC stat-
egy. However, control and integration of
subsidiaries decisions in the NPL process
should consider lacal environment fac-
tors. Becausa it is subsidiaries managers
who deal with day-to-day subsidiaries
operation in host-country, thus it is com-
prehensible that subsidiaries managers
are the party who know best the local con-
dition. These managerstend to havestrong
national inlerest and good local contact
and relationship. Their local autonomy
often allows them fo develop omanizations
that are responsive and- entrepreneurial
vis-a-vis opportunity in the host-counlry.

In this adicle, | argue that managers
found in headquarter should give a sirate-
gic orienation and direction to subsidiaries’
managers on how to launch new product
into local market. Headguarier negds to
harmanize and to synchronize strategic of
new product around the world. In contrast,
subsidiaries’ managers should have a
great autonomy and Rexibility to decide
ihe aclion or tactical decisions an how to
bring a new preduct inlo local market. In

the MNC structure, it's subsidiares’ mana-
gers who deal daily with local environ-
ment Thus, they know exactly the local
environmentcharacteristics (e.g., demand
and industrial structure, consumer prefer-
ences, channelof distribution, promotional
pragram). Overlapping lask and respon-
sibility between subsidiasies and head-
quarter managers during NPL decisions will
affectnegatively new productperformance.

Hawever, this article has several limits:
(1) I don't precise what kind of new product
performance. Considerng that there are
saveraltypes of new product performance
such as: market performance, organiza-
tional performance and fihancial perfor-
mance. (2} Strategic and tactical deci-
slons consist of several decisions. There
would be a great possibility that lhe inter-
vention in each decision (strategic and
taclical decisions) will have different
behaviour on new product performance.
(3) In fact, there are several types of new
product in the MNC context such as glo-
bal, local and integrated product
(Firmanzah, 2004). Each type of preduct
could influence differently the mechanism
of subsidlaries’ NPL process. [
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