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S ENA B 2 a0 AH B Sl R RS R
YEVEFH (Surroca et al., 2020) . TEASMA T,
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BRI w il A b 3 A 5 A 43 TR 4
M, XFTHUNBARINT , AR £ A T H
S5 RRE X LA ok v, DR, A AT B A 1 TSR
R 23 K N DR B s W L /A L RIe B L S s
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T OCHR 28 Ty 45 v A% 18 LA ) CFRA R 2 A1 T e
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Study on the Driving Mechanism of Parent—Subsidiary
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—Based on Fuzzy Set Qualitative Comparative Analysis
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2. School of Business Administration, East China Normal University )

Abstract: The executive’s vertical ties of parent—subsidiary companies refers to the status that executives hold positions in
both parent companies and subsidiaries. It embodies the governance structure of unified coordination and centralized allocation for
executives in the group, adopted by business groups in order to achieve synergy, and reflects the cooperation of human resources
between parent—subsidiary companies. Looking back at previous studies, we can find that, on the one hand, although the existing
literature has sufficiently studied the phenomenon of executive’s holding two or more posts concurrently among firms without property
right affiliation ( that is, horizontal ties) , the effect and path of executive’s horizontal ties have been preliminarily clarified. Howev-
er, the academic research on the phenomenon of executive’s vertical ties has just started. As a common governance phenomenon,
the birth basis or applicable situation of executive’s vertical ties is still unclear. On the other hand, from the perspective of corpo-
rate governance bundles, it is pointed out that corporate governance mechanisms work together rather than in isolation. From the
perspective of configuration, different corporate governance mechanisms are coupled into complex institutional configuration, which
systematically shapes the corporate governance environment. Although there has always been a call in academia to study corporate
governance from the perspective of configuration, the existing literature are more about analyzing the relationship between corporate
governance mechanisms and economic or innovation performance at the company level, and few studies link the configuration of cor-
porate governance mechanisms with the allocation of managerial resources. The relationship between the configuration of corporate
governance mechanisms and the assignment of executive needs to be further explored.

Based on the theory of corporate governance, this paper takes Chinese listed companies affiliated to business groups (2014-
2020) as research samples, manually matches the data of executive’s vertical ties, and uses qualitative comparative analysis
(QCA) method to integrate multiple variables related to internal and external governance mechanisms, discussing the multiple con-
current mechanisms that contribute to the phenomenon of executive’s vertical ties.

The research draws the following conclusions: (1) There are three types of driving paths forthe executive’s vertical ties of par-
ent—subsidiary companies: The empowerment—controlling type caused by the demand of parent company for management empower-
ment; The power—coordinating type caused by the need of clear division of power; The supervision—driven type caused by the su-
pervision consciousness of parent company. (2) In each path, the internal and external governance mechanisms are complementary
rather than substitutive, and neither the simple internal governance nor the external governance mechanisms are sufficient

conditions leading to executive’s vertical ties. (3) The driving mechanism of the executive’s non—vertical ties is divided into two
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paths, and there is an asymmetric causal relationship with the driving mechanism of executive’s vertical ties.

The contributions of this study include: First, this paper is helpful to expand the research on different types of executives’ ties,
further clarifying the theoretical structure of executives’ vertical connection. By analyzing the relationship between the configuration
of corporate governance mechanisms and executive’s vertical ties, this paper finds that executive’s vertical ties not only plays a su-
pervisory role, but also has the functions of empowerment and power coordination. The relevant conclusions further reveal the multi-
ple governance effect of executive’s vertical ties, which is helpful to deepen the academic understanding of the phenomenon of
executive’s vertical ties. Secondly, this paper analyzes the relationship between the configuration of corporate governance mecha-
nisms and the executive’s vertical ties of parent—subsidiary companies, and finds that there are three kinds of paths that drive the
executive’s vertical ties of parent—subsidiary companies. The research results further challenge the view that economic factors can
dominate the change of executives, emphasizing the influence of non—economic factors such as governance demand on the change of
executives, which provides a new perspective and empirical evidence for the related research of executive’s appointment. Finally,
the article further expands the application of corporate governance theory by introducing the configuration perspective. From the
perspective of configuration, fsSQCA method is used to discuss the linkage effect of various governance systems. The corresponding
research has further enhanced the explanation of corporate governance theory to the phenomenon of executive’s vertical ties, and en-
riched the connotation of corporate governance theory.

The future research can further discuss the problem of executive’s vertical ties in the following aspects: First, the future re-
search can make a comparative analysis of the reasons for the formation of horizontal and vertical ties of executives, which can sum
up a more universal conclusion. Secondly, time series QCA is the frontier direction of QCA research, and the related methods have
their unique advantages in causal inference. In the future, researchers can focus on collecting cross—time data to highlight the com-
plex dynamic changes of configuration factors, further promoting the application of time series QCA method in corporate governance
research.

Key Words: parent—subsidiary company; executive’s vertical ties; corporate governance; qualitative comparative analysis
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