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Spanish Subsidiary Management: How Much Autonomy Is Enough?

Spanish subsidiary management requires more than ensuring compliance with local accounting,
tax and employment obligations. The parent company must also decide how much authority to
retain at headquarters and which decisions should be taken locally.

This balance is often difficult to achieve. Excessive autonomy can weaken group control, produce
inconsistent reporting and allow commitments to be assumed without adequate supervision.
Excessive centralization creates a different set of problems: routine decisions are delayed, local
managers cease to feel responsible for results and headquarters becomes involved in matters it
does not fully understand.

The appropriate model lies between those two extremes. A subsidiary should operate within the
group’s strategy and control framework while retaining enough authority to manage its
employees, customers, suppliers and local obligations effectively. The real question is therefore
not whether the parent company should control the Spanish business, but how that control should
be exercised.

Group control and local autonomy are not opposites

Foreign groups sometimes approach their Spanish subsidiary as if it were merely an
administrative extension of the parent company. Strategic decisions, payments, contracts and
even relatively small expenses may require approval from abroad. This arrangement can appear
prudent because it limits the ability of the local organization to act independently.

However, direct intervention in every decision is not necessarily effective control. Headquarters
may authorize a transaction without having the information needed to assess its commercial or
operational consequences. At the same time, the people who understand the local situation may
have no authority to act and no clear responsibility for the result.

A better system separates strategic control from operational management. The parent company
should determine the subsidiary’s objectives, budget, financing, risk limits and reporting
requirements. Local management should then be responsible for achieving those objectives within
the agreed framework.

Certain functions are naturally suitable for group coordination. Financing, insurance, information
technology, cybersecurity, brand policy and major procurement contracts may benefit from scale
and consistency. Other areas require more local knowledge. Employment practices, tax
procedures, customer relationships, debt collection and dealings with local suppliers usually
cannot be managed efficiently without a degree of authority in Spain.

The allocation does not need to be permanent. A newly incorporated company may initially require
close supervision because the local team and reporting systems are still being developed. As the
business acquires experience and demonstrates reliable control, its authority can increase.
Conversely, repeated reporting failures or unexplained departures from budget may justify a
temporary reduction in local discretion.

Autonomy should therefore be treated as a management instrument rather than as a concession
to local executives. It can be expanded or limited according to the subsidiary’s capabilities, risk
profile and performance.

Decision-making authority must be explicit



COLLINS
LABERGE

ASESORES

Many management problems arise not because authority has been allocated incorrectly, but
because it has never been allocated clearly. The subsidiary assumes that headquarters will decide,
while headquarters expects local management to act. Matters remain unresolved until they
become urgent, at which point decisions are taken without proper analysis.

A written approval framework can prevent this situation. It should identify which matters are
reserved to the parent company or the subsidiary’s board, which require prior group approval and
which can be decided locally.

Strategic decisions will normally remain under central control. These include changes to the
business model, acquisitions, substantial investments, external financing, related-party
arrangements and commitments extending beyond the approved plan. The parent company may
also reserve the appointment of senior employees, significant litigation decisions and contracts
exceeding specified values.

Routine operating decisions should usually be delegated. Local management needs sufficient
authority to purchase ordinary supplies, negotiate within approved commercial parameters,
manage staff, collect debts and respond to customers. Requiring foreign approval for every
payment or contract does not necessarily reduce risk; it can simply transfer administrative work
to people who are less familiar with the transaction.

Financial thresholds are useful, but they are not sufficient on their own. A low-value commitment
can create an important regulatory, employment or reputational risk, while a higher payment
may merely settle an obligation already included in the approved budget. The approval framework
should therefore consider both value and nature.

Time limits are equally important. If a local decision requires group authorization, the responsible
person at headquarters and the expected response period should be identified. An approval
process without a deadline encourages delay and allows responsibility to become diffuse.

Whatever model is selected, authority must be accompanied by accountability. A manager cannot
reasonably be held responsible for revenue, costs or working capital if every relevant decision is
taken elsewhere. Conversely, delegated authority should be supported by measurable objectives
and regular reporting.

Financial information is the basis of effective control

The parent company can only delegate with confidence if it receives timely and reliable
information. This makes management reporting the connection between local autonomy and
group control.

In many foreign-owned subsidiaries, the reporting system is more fragmented than it initially
appears. Headquarters receives monthly figures through the group’s consolidation software, while
statutory accounting is maintained separately in Spain. Differences can arise from the chart of
accounts, recognition dates, intercompany entries, tax adjustments or the treatment of local
provisions.

If these differences are not reconciled, the parent company may believe that it is monitoring the
subsidiary when it is actually reviewing an incomplete or differently measured version of its
performance. A consolidated reporting package cannot substitute for accurate local books, and
local compliance accounts cannot by themselves provide all the information needed for
management.

The two systems should be connected through a documented mapping and a disciplined closing
process. Figures reported to the group should be traceable to the Spanish accounting records,
with reconciling items identified and explained. The objective is not to eliminate every difference,
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since group policies and local accounting rules may legitimately produce adjustments, but to
ensure that no unexplained gap develops between them.

A useful monthly report should go beyond the income statement. Profitability can conceal liquidity
problems, particularly where customers pay slowly, inventories increase or taxes become payable
before cash has been collected. For that reason, management should also review cash balances,
receivables, overdue debts, supplier payments, tax liabilities and expected financing needs.

Comparisons with the budget should identify the economic causes of deviations rather than
merely report percentages. A decline in margin may result from price concessions, purchasing
costs, exchange rates, changes in product mix or incorrect allocation of expenses. Each cause
requires a different response.

Intercompany balances deserve particular attention. Charges imposed by the group, management
fees, cash pooling, loans and transactions conducted on behalf of another group company can
create accounting and tax consequences in Spain. If they are recorded differently by the two
entities, unresolved balances can remain in the accounts for years and eventually affect audit or
tax reviews.

Reliable reporting allows headquarters to concentrate on exceptions instead of individual
transactions. It is a more scalable form of control because it directs management attention toward
departures from the agreed plan.

The cost of excessive centralization

Centralization is usually justified as a way to reduce cost or risk. In practice, it can generate costs
that do not appear separately in the accounts.

A delayed approval may cause the company to lose a customer, accept less favorable supplier
terms or miss the opportunity to collect a debt. Local employees may spend substantial time
explaining routine matters to several departments abroad. Senior group personnel may then
devote their own time to decisions whose financial significance does not justify their involvement.

The behavioral consequences can be equally important. When local managers cannot decide, they
gradually stop proposing improvements and concentrate on complying with instructions.
Headquarters may interpret this lack of initiative as evidence that the subsidiary is incapable of
operating independently, thereby justifying still greater centralization. The result is a self-
reinforcing cycle of control and declining responsibility.

Shared service centers can produce similar difficulties if their role is not properly defined.
Centralized payroll, accounts payable or customer invoicing may reduce unit costs, but only where
service standards, responsibilities and escalation procedures are clear. Otherwise, the subsidiary
remains legally and commercially responsible for processes that it does not control.

None of this means that decentralization is always preferable. A small Spanish operation may not
justify a complete local finance or management team. The solution may instead involve combining
centralized processing with competent local supervision. What matters is that someone
understands both the group’s requirements and the company’s obligations in Spain.

Designing a workable operating model

The management structure should begin with a review of the subsidiary’s actual activities rather
than its organizational chart. The group should identify where contracts are negotiated, invoices
issued, payments authorized, employees managed, tax information prepared and customer
complaints resolved. This often reveals that formal responsibility and practical control are located
in different places.
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The next step is to assign ownership of each process. Every significant activity should have one
person responsible for its completion, even if several departments participate. Shared
responsibility without a final owner frequently means that no one is accountable.

The approval matrix can then be aligned with the budget and risk policy. Decisions falling within
the approved plan should normally follow a simpler process than exceptional commitments.
Headquarters retains the ability to intervene where limits are exceeded, while the subsidiary can
operate without seeking repeated authorization for matters already contemplated in the budget.

Management reporting should support this arrangement by showing whether delegated authority
is being used correctly. Consistent performance, reliable forecasts and timely explanations justify
confidence. Unexpected commitments, unreconciled accounts or recurring reporting delays
indicate that the operating model needs adjustment.

The board of the Spanish company also has a role. Even when strategic direction comes from the
foreign shareholder, the local directors remain responsible for the company’s management and
cannot treat group instructions as a substitute for their own oversight. They should receive
sufficient financial and operational information to understand the subsidiary’s position and record
significant decisions appropriately.

External accounting, tax or management advisers can help connect local operations with
headquarters, particularly where the subsidiary is not large enough to employ an experienced
finance director. Their function should not be limited to filing returns or producing annual
accounts. They can also assist with monthly reporting, cash forecasts, intercompany
reconciliations, internal procedures and communication with the parent company.

Ultimately, managing a Spanish subsidiary effectively does not require choosing between central
control and local independence. It requires deciding which matters genuinely need group
involvement and creating reliable systems for everything else.

A parent company should control objectives, capital and risk. The subsidiary should have enough
authority to execute the agreed strategy and should be accountable for the resulting performance.
When decision-making rights and financial information are aligned, local autonomy ceases to be
a threat to control and becomes one of the mechanisms through which control is achieved.

This article provides general information and should not be treated as advice on any individual
relocation or tax position.



