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The Relationship between Institutional Isomorphism and Decision—making Rights
Allocation in Large Group Companies
YANG Yang', WANG Feng-bin®>, DAI Peng—jie’
(1. Beijing Technology & Business University, Beijing 100048, China;
2. School of Business, Renmin University of China, Beijing 100872, China)

Abstract: By introducing the “isomorphism” concept of institutional theory to the design of internal control
institutions and its impacts on the allocation of decision—-making rights in group companies, we deepen the studies
on the procedural rationality in the design process of organizational institutions in large transition economy
enterprises, especially by adding the analysis of designer assignments to the essential results of institutional system
design. Based on the empirical study on Chinese 104 central state—owned companies, we carry out the R-analysis
and Q-analysis sequentially on the 25 types of managerial control institutions, and then run a multivariate analysis
of variance on the allocation of multi—class decision—making rights in strategy, investment, human resource,
finance, budget and operation between the headquarters and its affiliated units. We find out: (D The internal
managerial control institutions can be classified into three types of strategic, general and operation. @Three basic
modes, low, medium and high isomorphism emerge in the cluster analysis based on three types of institutional
isomorphism. (3 The allocation of decision —making rights between the headquarters and their affiliated units
significantly differentiates among the three modes. However the relationships between them are opposite to the
expectations of the institutional completeness theory, which indicates that the hierarchic pattern of the (high—order)
institutional design rights and (low-order) ordinary decision—making rights has not really taken shape in Chinese
large state—owned companies. Large organizations must strengthen the procedural rationality in the design of internal
institutional system, depending on which to facilitate the sustained improvements of various managerial control
institutions and then exert enough isomorphic pressures on their affiliated units’ execution of decision—-making rights.

Key Words: group company; institutional isomorphism; allocation of decision-making rights; procedural
rationality
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