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Abstract

Firms generally apply a downsizing strategy; however, its effectiveness has been controversial because it might harm numerous employees and their families, or cause social chaos. Some researchers have advocated a Responsible Downsizing Strategy and effective post-downsizing HRM practices might enhance firm performance and spontaneously reduce damage to employees. According to the “Institutional Theory of Downsizing” asserted by McKinley, Zhao and Rust (2000) institutional factors influence the motivation of firms to adopt organizational downsizing as a common strategy to improve firm performance. Tsai, Wu, Wang, and Huang (2006) suggested that institutional factors not only lead the internal motivation for downsizing, but also influence external downsizing actions. Based on the above, the current study investigated whether firms in different country contexts could apply a “responsible downsizing strategy” and HRM practices to improve intellectual capital of a firm. The literature does not report any research focused on this question. Therefore, this study chose 224 firms in Taiwan, including local firms and MNC subsidiaries from different continents, as the sample to empirically examine this research question. The result found a high degree of isomorphism in actual downsizing and HRM practices among these firms. However, “universal value” is an important institutional force not discussed in the literature. These findings support and extend the institutional theory of downsizing and imply MNCs’ downsizing strategy and HRM practices. 
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Introduction
In rapidly changing environments, firms have consistently introduced many types and levels of strategies to survive, thrive, and gain competitive advantage. Organizational downsizing has been a popular strategy since the 1980s (Fisher and White, 2000; Mckee-Ryan and Kinicki, 2002; Cascio, 2002; Landry, 2004). Considerable research and investigations have found the outcomes of organizational downsizing to be problematic in not benefitting firm performance or possibly harming employees and their families (Naumannm, Bies, and Martin, 1995; Mckee-Ryan and Kinicki, 2002). Although organizational downsizing has become a popular practice in global business environments, it remains controversial and a much disputed subject within the field. Researchers have attempted to explain the economic motivations for organizational downsizing (Greenhalgh, Lawrence and Sutton, 1988; Cascio, 1993; Cameron, 1994; Cascio, Young and Morris, 1997; Rigby, 2002). Based on institutional theory, McKinley, Sanchez and Schick (1995) listed constraining, cloning, and learning as the three social forces behind applying an organizational downsizing strategy. Several researches have provided the institutional factor as part of the downsizing motivation (Budros, 1999; Lamertz, and Baum, 1998; Mentzer, 1996; Norman, 1995). Mckinley, et al., (2000) further suggested that through the collective and concrete process of socio-cognition, managers deem organizational downsizing as a legitimate, effective, and unavoidable strategy by neglecting their enterprise traits, managerial contingency, and resources. This Institutional Theory of Downsizing has provided a complete explanation of downsizing motivation. Tsai et al., (2006) found that institutional factors not only influence internal motivations for downsizing, but also lead firms to adopt similar and external practices. To mitigate negative impact of downsizing, the past decade has seen rapid interest in employee-centered comprehensive organizational downsizing (Cascio, 2002; Freeman, 1999; Appelbaum, Everard, and Hung, 1999; Cameron, 1994). After reviewing various researches regarding employee-centered organizational strategy, we suggest a downsizing strategy with a long-term perspective and a focus on employees to boost post-downsizing performance and reduce harm to employees. We phrase this strategy as the Responsible Downsizing Strategy.
The Responsible Downsizing Strategy especially emphasizes reevaluation and redesign of post-downsizing HRM practices to enhance organizational capability. From the resource-based view, unique organizational capability stems from intellectual capital. Firms therefore should adopt post-downsizing HRM practices for enhancing intellectual capital to strengthen organizational capability and ensure successful downsizing.
Institutional factors drive global popularity of organizational downsizing and cause firms to adopt isomorphic downsizing practices. We therefore attempt to investigate if institutional forces will cause firms with various national and cultural backgrounds to adopt the Responsible Downsizing Strategy and post-downsizing HRM practices to enhance intellectual capital .Among global business trends, MNCs aim to follow the institutional framework of their host countries in managing subsidiaries in various cultures, to create internalization advantage to achieve a feasible purpose for foreign investment, and to refer to local institutional requirements for appropriate local responsiveness. Organizational downsizing in local societies is especially challenging. Some 1iterature focusing on transnational comparison on human resource management practices (e.g. Bjorkman, Fey, and Park, 2007), but base on institutionalism are rare. Moreover, research emphasizing the Responsible Downsizing Strategy and post-downsizing HRM practices to enhance intellectual capital is lacking.
For solving this problem, we first adopted a quantitative research method in a large-scale sample. Then we selected Taiwanese and MNC firms with various home country cultures (e.g. American, Japanese and EU MNCs) as samples to verify that if firms take isomorphic actions in a Responsible Downsizing Strategy and post-downsizing HRM practices. Finally, we adopted three focus group discussions to explain the statistical results to improve validity.
Literature Review

Responsible Downsizing Strategy
Downsizing strategy has been one of the most critical strategies for firms facing managerial challenges (Naumannm, et al, 1995; Fisher and White, 2000; Mckinley et al., 2000; Mckee-Ryan and Kinicki , 2002; Landry, 2004; Tsai and Yen, 2008). In an era of global financial depression, many firms adopt organizational downsizing strategy to survive. A considerable amount of literature has been published on the types of downsizing strategies, namely, the hierarchy of work force reduction strategies (Greenhalgh et al., 1988), three strategies for downsizing based on organizations’ degree of change (Cameron, Freeman, and Mishra, 1993) , the social institutional downsizing strategy (McKinley et al., 1995; McKinley et al., 2000), alternative strategy (McCune, Beaty, and Montagno., 1988; Ulrich and Lake, 1993), and three resource reduction approaches (Dewitt Rock-Lee, 1998). Although there have been many arguments and discussions regarding downsizing, literature has emerged that offers contradictory findings about the influence of organizational downsizing (Cameron, 1994; Cascio, 1993, 2002; Rigby, 2002; Landry, 2004; Tsai and Yen, 2008).
Many researchers have proposed long-term and comprehensive employee-centered downsizing strategies, such as the prescription for successful organizational downsizing (Cameron, 1994), downsizing driving redesign and redesign driving downsizing strategy (Freeman, 1999), and responsible strategies for restructuring (Applebaum, et al, 1999; Cascio, 2002). Among them, Cascio (2002) investigated 6,418 firms among the big firms listed on the S & P 500 Index from 1982 to 2000. Because the strategies have some common traits, we constructed a strategy that encompasses these traits and named it the “Responsible Organizational Downsizing Strategy.” The four traits include (1) management level deems employees as long-term assets to plan an organizational downsizing strategy, because employees are the source of innovativeness; (2) firms strategically consider long-term payoff prior to downsizing to choose an appropriate change strategy; (3) employees participate in opinion-sharing, and the lay-off procedure is justifiable; and (4) the firm employs suitable employee caring practices that correspond to the downsizing strategy, such as a reasonable amount of compensation, job-leaving consultations, job-seeking services, or career-change training. An increasing concern is that the Responsible Downsizing Strategy developed in an American firm will not meet the needs of other cultures. However, there is still insufficient literature investigating this issue.
Post-Downsizing HRM Practices

An employee-centered organizational downsizing strategy emphasizes the re-examination of HRM practices (e.g. Cameron, Cascio, Applebaum, et al. and Freeman) and addresses organizational downsizing concerns about corporate long-term profits, and whether future operations after downsizing better meet and create customer requirements. Firms in the current environment must provide better and cheaper new products/services to create competitive advantage. From the perspective of the resource-based theory, organizational innovativeness is a key competence for firms to create valuable resources. Hamel (2000); Lev, (2004); Kaplan and Norton (2004) denoted four categories of such resources as intangible assets or intellectual capital: (1) human capital referring to valuable employees with strategic key job positions regarding specific knowledge, skills, and talent(Kaplan and Norton, 2004); (2) structural capital referring to firms’ unique and innovative abilities to effectively combine internal and external resources and to modify or create new markets (Eisenhardt and Martin, 2000; Teece, Pisano, and Sheun, 1997); (3) social capital referring to abilities in acquiring profits in the existed social networks or social structures (Snell, Youndt, and Wright, 1996); and (4) organizational capital referring to firms’ abilities in linking their distinct cultures, leadership, employees , strategic objectives, and employee knowledge sharing(Kaplan and Norton, 2004). Youndt, Subramaniam, and Snell (2004) suggested that firms concentrate on generating valuable ideas and building business models from their culture and daily routines.
Creating and enhancing the above intellectual capital depends on employees. Firms should therefore possess a set of HRM practices to create and strengthen intellectual capital post downsizing and to ensure the success of an organizational downsizing strategy.
Institutional Theory of Downsizing 
The Influence of Institutional Motivations on Organizational Downsizing

Previous literature has indicated multiple driving motivations behind organizational downsizing. For decades, most research has concluded organizational decline as the main factor (economic factor) for organizational downsizing. Since organizational downsizing also brings negative impact, what would be the rationale behind downsizing? According to explanations on the Institutional Theory of Downsizing proposed by McKinley, et al. (1995) and McKinley, et al. (2000), social institutional forces motivate firms to execute organizational downsizing strategy. The forces include constraining, cloning, and learning. Managers consider organizational downsizing as an unavoidable action with legitimacy and ethical acceptability via the psychological process of socio-cognition.
The Influence of Institutionalism on External Behaviors and Practices in Organizational Downsizing

Using qualitative research on 18 firms in Taiwan, Tsai et al.,(2006) verified the contention that institutional factors induce internal motivations for organizational downsizing. They further proposed downsizing motivation as a combination of economic, institutional, and socio-cognition factors. Most firms forming downsizing motivation prioritize benefits; however, to keep a certain social image and to gain expected advantage, external downsizing behaviors generally follow recognized social norms. Findings from the Tsai et al. study demonstrated that most firms adopted a mild and gradual strategy to execute downsizing, linked with reengineering and overall change. The chosen targets for layoff were primarily performance based and all the firms offered legitimate severance conditions and job-seeking consultations. These institutional factors are meaningful in balancing the harm to downsized employees.
One drawback of the Tsai et al., (2006) research is that the findings derive from 18 firms in Taiwan. However, generalizing a widely acceptable theory needs the support of empirical evidence from quantitative research with a larger sample size. Far too little attention has been paid to the influence of institutionalism on norms and constraining degrees when MNCs execute organizational downsizing.
Individual Strategies, Practices, and Institutional Factors

According to basic logic and managerial mentality, firms should consider their external management environments, internal/external resources, and overall management strategy to formulate various downsizing strategies to improve corporate performance (Cascio and Wynn, 2004). The above suggestion is especially true for MNCs with various host countries cultural backgrounds. For example, European and American countries believe in capitalism, however, European societies are comparatively more socialistic; for management practices, Americans are more outcome-oriented and Europeans are more procedure-oriented; European firms value employee behaviors and American firms value performance; and for social institutional constraints are more powerful in European and Asian firms than in American firms (Hodgetts, Luthans, and Doh, 2006). In some societies strongly influenced by Confucius, firms generally are benevolent and righteousness oriented (Graham and Lam, 2003; Tsai et al., 2006). Hofstede’s (1980) country culture framework pointed out that Europeans and Americans are more individualistic and Asians are more collective; Asians keep greater power distance with others than Europeans and Americans do; Asians tend to avoid uncertainty more than Europeans and Americans do.
Cross-cultural management research (e.g. Swierczek and Hirsch, 1994) has shown that Asian firms possess distinct basic values, management styles, management types, and action-orientations more than European and American countries do. Hence, we suggest that firms with different country cultural backgrounds might have obviously differentiated management behaviors.
The current study focuses on whether institutional factors influence firms to weaken or neglect individual differentiation and to adopt isomorphic downsizing strategies, and investigates if firms take isomorphic HRM practices to strengthen downsizing targets in the post-downsizing period.

Based on the neo-institutional theory, institutionalism allows members to obey good management and organizational structural norms for reducing uncertainties and acquire behavioral legitimacy (McKinley et al., 2000). Business behaviors compliance with social expectations and therefore increases legitimacy, resources, survival capability, and eventually helps organizations survive and succeed (Baum and Oliver, 1991; Carroll & Hannan, 1989; DiMaggio & Powell, 1983; Oliver, 1991; Scott, 1987; Oliver, 1997). Once firms regard organizational downsizing as a social convention they should obey, managers will accept isomorphic behaviors as legitimate (Oliver, 1997). Therefore, we assume that institutionalism will influence firms to adopt an isomorphic downsizing strategy- Responsible Downsizing Strategy. We further infer that firms will also choose an isomorphic HRM practices to enhance their intellectual capital after their downsizing.
To verify our assumptions, we used local firms in Taiwan and MNCs from various host country cultural backgrounds to examine and help to develop the theory..
Methodology
Sample and data

Organizational downsizing is not a consistent action that a firm implements, as such; we selected firms with actual downsizing experience. This research investigated organizational strategies and practices, thus, the research targets were limited to firms SBU(strategic business unit). We also requested that interviewees be HRM supervisors who plan and execute organizational downsizing strategies. The data sources were collected from downsizing investigations of the Taiwan Bureau of Employment and Vocational Training, downsizing practice investigation of famous national management consultations held in Taiwan, and a corporation list of 370 top foreign firms in Taiwan indexed by the China Credit Information Service, Ltd. in 2009.
To facilitate understanding of the questionnaire, we sent questionnaires to MNCs firms in two languages (Chinese and English) and sent Chinese questionnaires to local firms via mail or e-mail. We made contact by telephone or e-mail if we had not received replies after three weeks.
The data collection yielded 224 effective relies from 236 firms. The sample covered various business categories including 98 local firms (43.8%), 35 American MNCs (15.6%), 48 Japanese MNCs (21.5%), 35 European Union MNCs (15.6%), and eight Asian MNCs (3.6%). Table 1 shows the breakdown of their basic information.
- Table 1 -
Reliability and Validity Tests on Measuring Tools

Responsible Downsizing Strategy
The measuring tool for the Responsible Downsizing Strategy developed from 19 principles of the Responsible Downsizing Strategy by Cascio (2002), 30 successful downsizing prescriptions by Cameron (1994), and variables covered in generalized organizational downsizing strategy by Freeman (1999). There were originally 18 items. After three times factor analyses, item 4, 5, and 11 were deleted, and other items were merged into four dimensions. The four dimensions include: (1) the mindset of treating employees as long-term assets; (2) appropriate change strategies; (3) employee anticipation and justifiable procedure in downsizing; (4) Employee caring practices during downsizing. We therefore gained construct validity of measuring tools. Also we used the Cronbach α to examine the reliability for the four dimensions. The mindset of treating employees as long-term assets is .762; appropriate change strategies is .850; employee anticipation and justifiable procedure in downsizing is .728; and Employee caring practices during downsizing is .757. The overall values of reliability are greater than .7 and the Pearson Correlation Coefficients of the four dimensions reached significant level (< .01).
Post-downsizing HRM Practices Enhancing Intellectual Capital
The measuring tool for investigating HRM practices that enhance intellectual capital developed from focused group interviews with top management teams in practical fields. We invited 16 top managers from varying businesses, such as information and technology, petro-chemical, steeling, construction, retailing, chemical material, medical, education, and logistics and divided them into two focused groups. The members in focused groups included presidents, TMT members such as VP, Directors, senior managers and heads of functional departments. These interviewees not only possess years of top management practical experience, but also participate in strategic, HRM, and intellectual capital lectures at EMBA (Executive Master Program of Business Administration). Before discussion, we set the topic as “in the post-downsizing period, what HRM practices will your firms adopt to manage intellectual capital to enhance corporate dynamic strategic capability to build competitive advantage?” We also reminded group members to pay attention to influential factors from their specific business. The group discussions began by managers illustrating HRM practices in their firms to increase intellectual capital, followed by interactive discussions. During the discussions, researchers observed and reminded them to focus on the main topic. After every group reached a concrete primary conclusion, we mixed the two groups to discuss to form a common consensus.
After referring to the focused group conclusions, the literature, and existing measuring scales, such as the intellectual capital scale and the organizational capability audit, we integrated the 18 items in the survey. After three factor analyses, the 18 items were categorized into four dimensions, namely human capital, procedure capital, internal social capital, and external social capital. We acquired the construct validities of these four dimensions by exploratory factor analysis and used Cronbach α to examine the reliability of the measurement. As the result, human capital is .884, procedure capital .899, internal social capital .873, and external social capital .876. The overall reliability is above .7 and the Pearson Correlation Coefficients of the four dimensions reached significant level (< .01).
Data Analysis

We used one-way ANOVA to verify possible significant differences when firms with varying home country cultures execute organizational downsizing strategy (including four dimensions) and apply HRM practices to enhancing intellectual capital in the post-downsizing period. Additionally, we used the Scheffe comparison to conduct Post Hoc multiple comparisons.
Focused Group Discussions

To apply the statistical results approach to reality, we adopted three focused groups interviews to verify the results, including HR managers, TMT executives, and labor union leaders. We also used the triangulation comparison method to compare conclusive opinions from the three focused groups.
-Figure 1 -
Analysis and Discussion
Results from Quantitative Analysis
(1) Comparisons of actions in Responsible Downsizing Strategy
Responsible level of downsizing strategy. Apart from combining the detailed actions of the Responsible Organizational Downsizing into four dimensions, we also analyzed the parts that cannot be categorized which may have special meanings. Table 2 shows that the overall degree of responsibly varying MNCs’ Responsible Downsizing Strategy is high (the average number is between 4.78 and 4.92) with a mean of 4.915. Among them, Japanese MNCs have the highest number (5.08). However, the average numbers for the four dimensions are as follows: the score for the dimension “the mindset of treating employees as long-term assets” is 5.678, significantly higher than other dimensions (4.992, 4.630, and 5.208). The dimension “employee anticipation and justifiable procedure in layoff” scored the lowest. In regards to country background, American MNCs score higher in the dimension “employee anticipation and justifiable procedure in layoff,” whereas European MNCs score lower in this dimension.
- Table 2 -
We attempted to discover if the differentiations of varying MNCs’ downsizing actions reach a significant level. The analysis of ANOVA shows the results have not reached a significant level. The F (P) values for Responsible Downsizing Strategy, long-term perspectives, changing strategies, participation and justifiable procedures, and employee caring practices are respectively .537(. 708), .645(. 631), 1.428 (. 226), 1.124 (. 346), and .654 (. 625). The above result is highly isomorphic; the varying MNCs’ responsible downsizing actions differentiate, however, they have not reached a significant level, which also indicates their actions in organizational downsizing strategy are highly similar.

(2) Comparison of the action not included in the Responsible Downsizing Strategy
Three downsizing actions are not included in the four dimensions: “we lay off employees and sell unprofitable assets (such as sell the whole business units or factories); “we take quick actions to lay off employees; “we designate an organizational downsizing project to plan and execute downsizing affairs.”The comparisons are shown in Table 3. The average scores of these three actions are lower than the previous four dimensions, which mean the sampled MNCs generally did not consistently agree on these actions as Responsible Downsizing Actions. Among them, “we lay off employees and sell unprofitable assets” scores 3.83; and scored merely 3.03 in European countries. However, “we designate an organizational downsizing project team to plan and execute downsizing affairs” European MNCs scored the highest in MNCs. Clearly, MNCs from various country backgrounds differentiate on these three items.
- Table 3 -
The ANOVA analysis indicates that the item, “we lay off employees and sell unprofitable assets” reached a significant level with F (P) value of 2.574(. 039); the items, we take quick actions to lay off employees”; “we designate an organizational downsizing project to plan and execute downsizing affairs” scored F (P) values of 1.490 (. 206) and 1.686 (. 654). The analytical results of the Scheffe Multiple Comparison on “we lay off employees and sell unprofitable assets” scored a p-value of .041, indicating that local firms are inclined to take this action comparatively with European MNCs.
(3) Comparison of post-downsizing HRM practices enhancing intellectual capital
The level of adopting HRM practices enhancing intellectual capital
Table 4 shows that varying MNCs generally adopt HRM practices to enhance intellectual capital (with average between 5.03 and 5.29); the average score for all investigated firms is 5.224; among them, the American MNCs scored the highest with 5.444 and also scored higher in the other four dimensions, compared with other firms. Local firms and American MNCs also scored higher than Japanese and European MNCs. This finding differs from the traditional impression that local firms and Japanese firms should be similar.
- Table 4 -
The analysis of ANOVA shows that the items “overall intellectual capital HRM practices,” “human capital,” “procedure capital,” and “internal social capital,” in local firms are significantly higher than other Asian MNCs. Nevertheless, due to the small sample size of Asian MNCs (eight firms only), the statistical meaning is weak. The differentiation of other MNCs has not reached a significant level.
The above quantitative statistics verify that MNCs adopt highly isomorphic actions in their organizational downsizing strategy and HRM practices to enhance intellectual capital in the post-downsizing period. The aspects of the organizational downsizing institutional theory that cause these isomorphic actions are also intriguing.
According to Kostova, Roth & Dacin (2008), we should not only apply institutional theory to examine MNC actions (e.g. the isomorphic actions on neo-institutional theory), but should also adopt other perspectives. Less isomorphic actions imply the inability to explain some aspects of the neo-institutional theory.

Results from Focused Group Discussions
We used a qualitative method to explain the quantitative results and summarized the findings with results from the three focus groups interview. The findings and related explanations are as follows.
1.Varying MNCs take similar actions to the Responsible Downsizing Strategy and HRM practices that enhance intellectual capital in the post-downsizing period.  


-Table 5 -
Table 5 illustrates the common consensus from the focused groups, indicating that focused groups reached agreements on items 1 to 3, but did not reach agreements on items 4 to 6. Item 1 indicates that “MNCs should adjust according to local laws, social cultures, and labor relationships. They therefore might not take the same actions as home country firms.” The rationale behind this is that the survival of a firm depends on complying with action legitimacy of external environments. This finding also corresponds to propositions of MNCs HRM practices. Item 2 indicates that “firms tend to take consistent actions via learning or imitating,” matching the organizational downsizing theory proposed by McKinley, et al., (1995), which emphasizes that organizational downsizing behaviors stem from learning. Item 3 shows that “law-abiding, treating employees well, and just management are universal values in developed countries, promoting the influence of institutional factors on firms to a universal level. This finding is meaningful for the development of institutional theory, especially in the field of international business management and management practices.
With regard to item 4, “the prevalence of management education facilitates managers to have similar recognition on management,” reached a consensus. This finding extends the proposition raised by McKinley, et al., (2000) that firms should use social recognition to adopt the Responsible Downsizing Strategy and HRM practices to enhance intellectual capital. The reason why labor union leaders cannot reach a consensus is that they do not have management education opportunities. Item 5 indicates that managers who completed the questionnaires rated these two variables higher because they care more about social image. Although this item might create a flaw in common method bias, it shows the impact of social expectation on managers who completed the questionnaires.
2. Inconsistent approaches adopted by various MNCs on Responsible Organizational Downsizing and HRM practices enhancing intellectual capital.
We witnessed the influence of institutional factors from isomorphic behaviors; however, we should also pay attention to less isomorphic behaviors, which imply that applying the neo-institutional theory might not be as explanatory in the field of international business.
(1) Differences when adopting Responsible Downsizing Strategy

Based on the previous statistical results, when MNCs with varying nationalities conducted Responsible Downsizing Strategy, there were three inconsistent behaviors, namely, “we lay off employees and meanwhile sell unprofitable assets” (such as sell the whole business units or factories); “we take quick actions to lay off employees”;“we designate an organizational downsizing project team to plan and execute downsizing affairs.” Among them, the item, “we lay off employees and sell unprofitable assets” reached a significant statistical level. Tables 6 to 8 illustrate the differences among these three actions. 
Item 1, “we lay off employees and sell unprofitable assets” indicates a significant difference between local firms and European MNCs. From Table 6, although the firms try to avoid and mitigate hassles caused by downsizing actions, European MNCs adopt reselling behaviors based on their business customs (institutions). However, local firms deliberate on local conditions (social expectations) to treat employees well and choose the practice of laying-off employees and selling unprofitable assets to gain employee understanding. Their respective actions also fit the proposition of Whitley (2003). We conclude that MNCs might take some actions, which overlap with common conduct in their host countries and local societies.
-Table 6 -
Item 2, “we take quick actions to lay off employees” is highly accepted by Japanese firms and least accepted by local firms (refer to Table 3). This finding differs from the common stereotype labor relationship in European and American firms to adopt quick lay-off actions. Table 7 summarizes the common consensus of focused groups. Due to widely valued ethical norms, local firms are more reluctant to take direct downsizing actions. Similarly, under the influence of Confucius, Japanese firms are reluctant to adopt a downsizing strategy. However, when firms operate in other countries, they consider laws first, and place ethical norms as the second priority.
- Table 7 -
Item 3, “we designate an organizational downsizing project team to plan and execute downsizing affairs” is the tendency of American and European firms (4.43 and 4.11); consequently, local and Japanese firms are reluctant to take this action (3.88 and 3.73). The common consensus on this phenomena summarized from focused groups is illustrated in Table 8 and is mainly caused by varying functional responsibilities of managers in Eastern and Western societies. This also implies that managers will recognize different responsibilities that will eventually cause institutional differences.
-Table 8 -
(2) Differences when adopting HRM practices in the post-downsizing period.
American MNCs demonstrate the biggest differences when adopting HRM practices to enhance intellectual capital, compared with MNCs with varying country backgrounds. Local firms and American MNCs show greater differences than Japanese and European MNCs. Table 9 illustrates the explanations from focused groups.
- Table 9 -
Item 1 fits the perspective of the neo-institutional theory. Overseas subsidiaries will generally take actions institutionalized in host countries; however, labor unions do not reach this consensus, possibly because of a lack of education opportunities. Item 2 shows the three parties have reached a consensus. An interesting finding is an institutional force not been mentioned in the neo-institutional theory- dependence relationships among countries. It is neither purely a coercive power in institutional theory, nor from learning. This force derives from the influence of dependence relationships in which dependent counterparts tend to adopt others’ institutional actions.
Conclusions and Suggestions
The findings from this research reveal that institutional factors will influence MNCs with varying nationality backgrounds that conduct the Responsible Downsizing Strategy, and HRM practices that enhance intellectual capital in the post-downsizing period, to eventually adopt isomorphic actions. This finding further reinforces the organizational downsizing theory proposed by McKinley et al., (1995, and 2000). Institutional factors include laws in local countries, social recognition, and ethical norms upgraded to a cross-national level. Treating employees well is an universal value with a soft coercive power that mitigates the harm caused from downsizing and helps firms re-develop employee capabilities in the post-downsizing period. This universal value spreads, due to globalization and the prevalent interactions of management and practices (e.g. learning and imitation). Considering factors when applying the neo-institutional theory on international business is also necessary (e.g. organizational downsizing), namely, the dependent relationships among countries and the recognition of supervisor responsibilities.
Implications
The field of international business has not widely discussed the organizational downsizing institutional theory proposed by McKinley; however, the Responsible Downsizing Strategy and HRM practices enhancing intellectual capital in the post-downsizing period should draw more attention. Currently, there are far too few publications on this issue; therefore, further extensive research on these combined actions might be meaningful.
A universal value should be a critical force in institutionalism, especially applied to international business. Responding to the proposition by Kostova, et al.,(2008), the institutional theory research of multinational business practices should include both internal and external institutional factors and other organizational theories such as the dependence relationships among countries (resource dependence theory and power theory) and managers’ recognition of their agency responsibilities(agent theory )etc.
Practical Implications

Behavioral legitimacy is critical to business management, especially for the organizational downsizing strategy, which might harm employees and cause social instability. In international management, firms should not only acquire internal legitimacy, but also legitimacy in foreign social institutions. To comply with the internal institution of host firms and acquire the profits of foreign investments, MNCs should refer to the suggestions by Whitley (2003) to design appropriate strategies and practices based on the overlapping interfaces of host firms and local institutional factors.
Suggestions for future research

The research background is Taiwan, a Chinese society, with national characteristics of a medium level of power distance, masculinity, individualism, and uncertainty avoidance that emphasizes benevolence and righteousness. Therefore, different research targets in another social context might incur varying outcomes. Further research should investigate cross-cultural comparisons on various backgrounds to design a larger sample to construct a more comprehensive organizational downsizing institutional theory. The findings may also contribute to multinational firms to choose an appropriate downsizing strategy and legitimate practices when operating in diverse cultural backgrounds, especially when conducting organizational downsizing.
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           Figure1: Triangulation Analysis on Focus Groups
Table 1: Basic Information of samples                          n= 224
	           
Company
Characteristics
	Categories of companies
	 No. of companies
	Percentage (%)
	    Notes

	Nationality
	Taiwan local firms
	     98
	    43.8
	Local firms: 98 (44%)

Foreign firms:

126 (56%)

	
	American MNCs
	     35
	    15.6
	

	
	Japanese MNCs
	     48
	    21.5
	

	
	European Union MNCs
	     35
	    15.6
	

	
	Asian MNCs
	      8
	     3.6
	

	
	Missing value
	0
	0
	

	Industry
	High technology
	57
	25.4
	Electronics, information, communication

	
	Manufacturing
	111
	49.6
	

	
	Service industry
	50
	22.3
	

	
	Others
	6
	2.7
	Fishing

	
	Missing value
	0
	0
	

	Sales Volume
	Under 50,000,000
	14
	6.3
	

	
	50,000,000~300,000,000
	35
	15.6
	

	
	310,000,000~1,000,000,000
	44
	19.6
	

	
	1,010,000,000~5,000,000,000 
	61
	27.2
	

	
	Above 5,000,000,000
	63
	28.1
	

	
	Missing value
	7
	3.1
	

	No. of Employees
	Less than 50 employees
	36
	16.1
	

	
	51~100 employees
	30
	13.4
	

	
	101~500 employees
	80
	35.7
	

	
	501~1000 employees
	35
	15.6
	

	
	Over 1000 employees
	43
	19.2
	

	
	Missing value
	0
	0
	

	Life Cycle
	Introductory stage
	7
	 3.1
	

	
	Growing stage
	30
	13.4
	

	
	Mature stage
	143
	63.8
	

	
	Decline stage
	41
	18.3
	

	
	Facing close-down
	3
	1.3
	

	
	Missing value
	0
	0
	

	Cultural Orientation
	Job orientation
	81
	36.2
	

	
	Employee orientation
	32
	14.3
	

	
	Job and employee orientation
	109
	48.7
	

	
	Missing value
	2
	0.9
	

	Labor Union
	Yes
	92
	41.1
	

	
	No
	131
	58.5
	

	
	Missing value
	1
	0.4
	

	Span of Downsizing
	Less than 5%
	81
	36.2
	

	
	5~15 % *
	88
	39.3
	

	
	15 %~50%
	44
	19.6
	

	
	Above 50%
	8
	3.6
	

	
	Missing value
	3
	1.3
	

	Note: According to the definitions suggested by Tomasko (1990), mass downsizing means the total amount of downsized employees has reached 5% of its total employees.


 Table 2: The comparisons of the Responsible Organizational Downsizing Strategies
	
	
	Overall

Responsible

Downsizing 

Strategy
	Treating employees as long-term
assets
	Changing Strategy
	Employee participation & justifiable procedure
	Employee caring 
practices

	0 Local firms
	Average
	(4.928
	(5.697
	(5.040
	(4.670
	(5.181

	 
	samples
	98
	98
	98
	98
	98

	 
	Stan.dev.
	.655
	.982
	.946
	1.115
	1.134

	1American MNCs
	Average 
	(4.946
	(5.733
	(5.071
	(4.457
	(5.321

	 
	samples
	35
	35
	35
	35
	35

	 
	Stan.dev.
	.681
	1.044
	.950
	1.1764
	1.165

	2 Japanese MNCs
	Average 
	(5.008
	(5.729
	(4.989
	(4.895
	(5.276

	 
	samples
	48
	48
	48
	48
	48

	 
	Stan.dev.
	.7041
	1.057
	1.069
	1.175
	1.048

	3European Union MNCs
	Average 
	(4.780
	(5.457
	(4.900
	(4.328
	(5.257

	
	samples
	35
	35
	35
	35
	35

	 
	Stan.dev.
	.746
	1.078
	1.297
	1.246
	1.049

	4 Other Asian MNCs
	Average 
	4.652
	5.875
	4.468
	4.625
	4.437

	  
	samples
	8
	8
	8
	8
	8

	
	Stan.dev.
	.921
	1.207
	1.739
	1.356
	1.279

	Total
	Average 
	4.915
	5.678
	4.992
	4.630
	5.208

	 
	samples
	224
	224
	224
	224
	224

	 
	Standard deviation
	.693
	1.027
	1.064
	1.171
	1.114


Note: 1. (: highest rank
2.European Union MNCs include: French, British, German, Dutch, Swiss.

3.Sample from Asian MNCs into account due to its small sample size (sample size: 8)                 
Table 3 Comparison of the action not included in the Responsible Downsizing Strategy
	
	4.We lay off employees and
Meanwhile sell unprofitable assets
	5.We take quick actions to lay off employees
	11.We designate an downsizing project team to plan and execute downsizing affairs

	0 Local firms
	Average 
	(4.06
	(4.09
	(3.89

	 
	samples
	98
	98
	98

	 
	Stan.dev.
	1.673
	1.663
	1.435

	1 American MNCs
	Average 
	(3.89
	(4.40
	(4.14

	
	samples
	35
	35
	35

	 
	Stan.dev.
	1.827
	1.786
	1.648

	2 Japanese MNCs
	Average 
	(3.87
	(4.73
	(3.71

	 
	samples
	48
	48
	48

	 
	Stan.dev.
	1.794
	1.647
	1.458

	3 European Union MNCs
	Average 
	(3.03
	(4.23
	(4.49

	 
	samples
	35
	35
	35

	 
	Stan.dev.
	1.200
	1.516
	1.579

	4 Other Asian
	Average
	3.88
	3.75
	4.38

	  MNCs
	samples
	8
	8
	8

	 
	Stan.dev.
	1.126
	.886
	1.847

	Total
	Average 
	3.83
	4.29
	4.00

	 
	samples
	224
	224
	224

	 
	Stan.dev.
	1.670
	1.645
	1.521


 Note: 1. (: highest rank
2.European Union MNCs include: French, British, German, Dutch, Swiss.

3.Sample from Asian MNCs into account due to its small sample size (sample size: 8)                

Table 4 Comparisons on HRM practices that enhance intellectual capital in the post-downsizing period

	
	 
	Overall intellectual capital HRM practices
	Human capital
	Procedure capital
	Internal social capital
	External social capital

	0 Local firms
	Average
	(5.290
	(5.320
	(5.279
	(5.326
	(5.229

	 
	samples
	98
	98
	98
	98
	98

	 
	Stan.dev.
	.9229
	.872
	1.036
	1.059
	1.018

	1 American MNCs
	Average
	(5.444
	(5.388
	(5.382
	(5.407
	(5.628

	 
	samples
	35
	35
	35
	35
	35

	 
	Stan.dev.
	.940
	1.056
	1.029
	1.055
	.868

	2 Japanese MNCs
	Average 
	(5.218
	(5.195
	(5.237
	(5.213
	(5.229

	 
	samples
	48
	48
	48
	48
	48

	 
	Stan.dev.
	.904
	.998
	.939
	.979
	.998

	3 European Union MNCs
	Average 
	(5.030
	(5.040
	(4.988
	(5.050
	(5.050

	
	samples
	35
	35
	35
	35
	35

	 
	Stan.dev.
	.977
	1.026
	1.019
	1.012
	1.392

	4 Other Asian 
	Average
	4.333
	4.125
	4.100
	3.968
	5.250

	  MNCs
	samples
	8
	8
	8
	8
	8

	 
	Stan.dev.
	1.518
	2.067
	1.585
	1.764
	.896

	Total
	Average 
	5.224
	5.217
	5.199
	5.223
	5.264

	 
	samples
	224
	224
	224
	224
	224

	 
	Stan.dev.
	.969
	1.031
	1.054
	1.089
	1.061


 Note: 1. (: highest rank
2.European Union MNCs include: French, British, German, Dutch, Swiss.

3.Sample from Asian MNCs into account due to its small sample size (sample size: 8)                

Table 5 Reasons why varying MNCs take similar actions during downsizing and post-downsizing time
	
	Labor union
leaders
	HR 
managers
	TMT
executives


	1. The samples are taken from one single country(Taiwan). The MNCs managerial actions usually have to comply with local related laws, governmental requirements, social cultures (social expectations and values), common practices, and labor relationships etc. Therefore the practices might not similar to their home countries. 
	V
	V
	V

	2. The widespread of massive media and internets make managerial mentality and practices reach certain consistency via learning and imitation. 
	V
	V
	V

	3. Obeying laws, treating employees well, and managing firms in a responsible way have been an universal value in developed countries. Therefore makes no big differences among these practices. 
	V
	V
	V

	4. The popularity of management education (e.g. MBA, EMBA) has made managers to access to similar managerial strategies and recognition on intellectual capital.
	
	V
	V

	5. The managers who filled out the questionnaires might concern about social image and deliberately gave lower grades to these two variables. 
	
	
	V

	6.These MNCs are all firm 

come from capitalism countries. 
	V
	
	


Table 6 Reasons why firms disagree on taking the action of laying off employees and meanwhile selling unprofitable assets 
	
	Labor union leaders
	HR 
managers
	TMT

executives

	1. When firms are not making profits as they expected, European firms comparatively will resell the firms. By doing so, they will not only get rid of the unprofitable business, but also avoid all the hassles in dealing with the employees. Dealing with employees and assets separately will maintain firm images and the long-term profits in the local markets.

	V
	V
	V

	2. Reason why local firms comparatively take selling strategy:

	· It will be easier to communicate with employees when sell out the entire business unit or production line.
	V

	V
	V

	· It will easier to handle.
	V
	V
	V

	· The burden is not so heavier.
	V
	V
	


Table 7 Reasons why firms disagree on taking quick actions to lay off employees
	
	Labor union leaders
	HR 
managers
	TMT

executives

	1. Japanese firms take quick actions to lay off employees as long as the actions comply with local laws and regulations. 
	V
	V
	V

	2. Local firms generally have more concerns: 

	· Burdens caused by interpersonal relationships and social expectation
	
	V
	

	· Cut down HR costs can be done by using other methods.
	V
	V
	V

	· Firm images might be damaged.
	V
	V
	V

	· Stock prices might fall.
	V
	V
	V


Table 8 Reasons why firms disagree on designating an organizational downsizing project to plan and execute downsizing affairs
	
	Labor union leaders
	HR 
managers
	TMT

executives

	1. Japanese and local firms regard downsizing as one of the functional responsibilities of TMT and HR department. Comparatively, American and European firms regard it as a responsibility for the whole management team.
	V
	V
	V

	2. American and European firms appreciate team work and consensus decisions.
	V
	V
	V


Table 9 Reasons why firms disagree on HR practices to enhance intellectual capital
	
	Labor union leaders
	HR 
managers
	TMT

executives

	1. The management theories on intellectual capital and strategic HR management are developed from American; therefore, American firms have recognized and adopted it early than others. 

	
	V
	V

	2. Local and American firms take similar actions comparing with Japanese and European firms, the reasons are: 
	
	
	

	· Local and American firms are more performance-oriented; therefore, they tend to aggressively develop human resources. Comparatively, Japanese and European firms care more about system developments; therefore, the developments of human resources are not that emphasized as local and American firms. 
	V
	V
	V

	· Taiwan has under greater influences of America (e.g. in term of politics, economics, culture, international relationships, and even academics), therefore, the practical practices in management will be similar to American firms.
	V
	V
	V


HR Managers
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TMT Executives
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