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Abstract 
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In the past several decades research has emphasized innovation development and transfer as 

key issues when investigating the multinational enterprise (MNE). This thesis focuses on the 

question of what factors make headquarters involve itself in innovation transfer projects 

taking place between a sending and a receiving subsidiary within the MNE. This relates to 

headquarters active participation and role in the organization of resources (structure) and 

flows (processes) within the MNE. 

 Using a database covering 169 innovation transfer projects the empirical analysis 

reveals that distances influence headquarters involvement, albeit in different directions. 

Systematic differences based on subsidiary and innovation characteristics and headquarters 

involvement is found. Not only subsidiary characteristics are of importance for headquarters 

involvement, but also the embeddedness of the subsidiary hosting the innovation transfer 

project.  

 More specifically, physical and cultural distance between the sending and receiving 

subsidiaries influence headquarters involvement in the transfer negatively, whereas linguistic 

and economic distance between the subsidiaries conducting the transfer have a positive 

influence on headquarters involvement in innovation transfer. Looking more closely at the 

innovations subject to transfer the results suggests that innovations perceived as complex and 

important are favored for headquarters support. The same is true for innovations that are 
related to the core business of the subsidiary. At a subsidiary level, powerful subsidiaries 

initially receive more of headquarters support, but as subsidiary power increase, headquarters 

becomes less involved, i.e., a curvilinear effect of power is found. Acquired subsidiaries tend 

to become favored for headquarters involvement in transfer relative to greenfield subsidiaries. 

Finally, the results indicate that headquarters involves itself in transfer projects when the 

subsidiaries hosting the transfer projects have been relationally embedded during the 

innovation development phase. 

 Theoretically, headquarters involvement can be conceptualized as orchestration of 

innovations within the MNE, and as a form of resource allocation. Thus, this thesis 

contributes to the understanding of what influences intra-MNE resource allocation, as well as 

what factors capture the attention of headquarters leading to innovation orchestration. 

Headquarters involvement in innovation transfer has implications for setting subsidiaries on 

evolutionary trajectories. 
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1. INTRODUCTION 
 

This thesis focuses on what factors make headquarters involve itself in innovation transfer 

projects taking place between a sending and a receiving subsidiary within the multinational 

enterprise (MNE), see Figure 1. In the thesis, I argue that headquarters involvement in 

subsidiary level activities is an area of great importance, both for individual subsidiaries and 

for the overall MNE. The question of headquarters involvement in innovation transfer 

processes, and, specifically, drivers behind its involvement, is rarely dealt with in the 

international strategic management literature. Theoretically, this thesis adds and extends 

knowledge in the fields of subsidiary evolution (Birkinshaw and Hood, 1998), orchestration 

of innovations (Dhanaraj and Parkhe, 2006), extends the conceptualization of headquarters 

attention (Bouquet and Birkinshaw, 2008; Bouquet, Morrison and Birkinshaw, 2009; Ocasio, 

1997), and conceptualizes MNE resource allocation (Bower, 1970; Mudambi, 1999; Noda and 

Bower, 1996) as intervention through involvement (Bower and Gilbert, 2005).  

In the past several decades, research has added more complexity to the attributes of the 

MNE and to the context in which it operates. This has led to a need to extend beyond existing 

models as global markets and MNEs have continued to evolve during this period, owing to 

globalizing trends in technologies, financial markets, society and culture. Researchers have 

accordingly developed and extended models of the MNE. I claim that one consequence of this 

development is that, to date, we have little insight into the typology of headquarters activities 

and the way the role of headquarters can be conceptualized. By investigating headquarters 

involvement in innovation transfer activities this thesis add insights into the role and functions 

of headquarters. Consequently, this thesis contributes to the international management 

literature by investigating headquarters involvement in innovation transfer. Since it has been 

suggested that the MNE’s ability to transfer innovations is one of the main reasons for its 

existence, examining headquarters involvement in this raison de être of the MNE seems to be 

warranted. (Kogut and Zander, 1992; 1993; Zander and Kogut, 1995; 1996). 

Let us start with a short example: LixiCorp, a German subsidiary of a U.S. 

multinational, developed a new form of brake system that can be used in heavy vehicles, such 

as trucks, lorries, caterpillars and excavators. This system is called the In-Brake system and 

was developed by LixiCorp in order to be used in its daily operations. Even if it was not 

something that completely revolutionized the way the subsidiary operated, the In-Brake 

system was new to LixiCorp and helped it in its daily operations. The development of the 
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brake system was the outcome of a project initiated three years before the system could be put 

to use, and many different actors had brought important resources into the development 

project. 

Founded in 1957 and acquired by its current parent company in 1997, LixiCorp has had 

plenty of time to build relations to other firms over the years, but has also been influenced by 

being acquired and incorporated into a new MNE. LixiCorp primarily operates in the 

construction industry, providing specialized services to other subsidiaries within the 

organization as well as doing work for external units. This type of specialized work really 

tests the creativity of LixiCorp engineers as they at times need to find highly tailor-made 

solutions demanded by their customers and sister subsidiaries. The acquisition resulted in 

even more specialized work for LixiCorp and triggered the development of the In-Brake 

system owing to the fact that such a system was needed in many of the new assignments it got 

from sister subsidiaries. 

However, the task of developing the system was not an easy one for the engineers since 

no adequate solution to their problems adaptable to the vehicles and equipment used by 

LixiCorp could be found on the market. Instead, LixiCorp had to start the development 

process from scratch. Well, not really from scratch, as one of the engineers from LixiCorp put 

it. They still had their partner firms to help them in the development process, both old 

relationships from the time before they were acquired and sister subsidiaries. In fact, one of 

the firms of greatest importance for the development process was a small Swedish firm 

operating in the steel industry providing specialized solutions for actors such as SSAB, Scania 

and Seco Tools. This small Swedish firm had been a supplier of specialized steel solutions to 

LixiCorp for many years and had previous experience providing ingenious solutions to 

problems experienced by their customers. The problem at hand, i.e., developing a new type of 

brake demanded by their customers, was subsequently presented to the Swedish firm which 

contributed valuable input in terms of materials that could be used and also offered 

suggestions for different types of technological solutions that might resolve the problem. As 

described by the LixiCorp engineers, this was an iterative process where discussions were 

continued with the Swedish firm for some time. As the development of the brake was taking 

place in cooperation with the Swedish firm, meetings were simultaneously held with other 

firms – both internal and external actors – in relation to the MNE organization. This helped 

LixiCorp take into consideration different needs that their partners had and helped them adjust 

the development process of the brake system accordingly. In the end, it turned out that the 

Swedish firm provided some of the more specialized parts for the brake, and that one sister 
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subsidiary of LixiCorp and one firm not belonging to the same MNE, but an important 

customer of LixiCorp, were heavily involved during the final development stages lending 

their technological expertise in order to finalize the brake. 

Once this new type of brake was developed, LixiCorp could use it in their daily 

operations. Thus, it is possible to say that the new brake system represented an innovation for 

them. Maybe not a revolutionary innovation making all other applications obsolete, but an 

extension of the previous state of affairs that no one had come up with before. Once 

implemented in the vehicle machine park of LixiCorp, this new type of brake proved to 

improve operational performance, in that new assignments that previously had to be turned 

down or that had needed costly special solutions could be taken on without inferring 

additional costs. In sum, this led to an increase in business for LixiCorp without investing in 

specific tailor-made solutions. Since the innovation positively influenced LixiCorps 

operations in a number of performance dimensions - such as being able to more effectively 

and efficiently take on new business opportunities, bringing in additional revenue and 

decreasing costs - LixiCorp applied for patent protection in order to protect the In-Brake 

system from being used by competitors. Possessing a strategically important innovation 

within the MNE also resulted in greater intra-firm power. Other units became dependent on 

services provided by LixiCorp and LixiCorp was recognized as an innovative subsidiary. 

Located in Germany, LixiCorp mainly operates in the German market but also conducts 

business in Belgium, the Netherlands and Switzerland. However, the MNE that LixiCorp 

belongs to operates in many parts around the globe. More specifically, there are a French and 

a Chinese subsidiary performing similar activities as LixiCorp. Both these subsidiaries have 

encountered problems similar to those of LixiCorp, before they developed the brake system. 

As subsidiaries belonging to the same multinational group, one would assume that it makes 

perfect sense to transfer this innovation to sister subsidiaries. The problems facing the 

Chinese and French subsidiaries were well known to headquarters as well as the existence of a 

potential solution at LixiCorp. Hence, headquarters observed the need in the organization, but 

also knew that there was a solution within the MNE network. For the casual observer, it was 

now only a question of transferring the innovation from the German subsidiary LixiCorp to 

two sister subsidiaries. However, the transfer projects of the In-Brake system were not as 

smooth as one could imagine. 

To start with, LixiCorp was somewhat reluctant to transfer the In-Brake system – even 

to sister subsidiaries. According to the manager responsible for the transfer process at 

LixiCorp, they were unwilling to just give away something that they themselves had 
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developed and that had given them a better standing within the MNE. The manager continued 

to elaborate on the fact that the In-Brake system had received considerable attention inside the 

organization and that LixiCorp’s standing had increased, not only as a unit working in the 

construction industry but also as an innovative unit that could be a valuable partner. They 

were now seen as a subsidiary that provided high-quality results not only financially but also 

in terms of project performance and innovations, even though they did not have a formal 

innovation developing mandate from headquarters. Briefly, LixiCorp’s internal standing had 

increased and they now had more say when it came to making business decisions, i.e., their 

autonomy had increased and they were more powerful. All in all, this was to a large extent 

owing to the success of the In-Brake system and as a consequence LixiCorp was somewhat 

reluctant toward sharing this innovation with sister subsidiaries since their managers feared 

that it could affect their standing within the MNE.  

As regards the intended receivers of the innovation, managers at LixiCorp highlighted 

the fact that they perceived the French subsidiary as a threat – although they knew them well. 

There was a wide-spread concern related to whether or not the French subsidiary would take 

market shares from LixiCorp in markets they operated in, primarily in Belgium and the 

Netherlands. Headquarters did not share this concern and believed that the transfer process 

would flow smoothly, owing to the close geographic proximity and organizational similarity 

between LixiCorp and the French subsidiary. They also had a previous history of 

collaborating on other issues. Headquarters took a hands-off approach and just ensured that 

the transfer process was initiated, since some reluctance toward transfer was apparent at 

LixiCorp. Headquarters did not involve itself much during the transfer, although it felt the 

need to involve itself to some extent owing to the inherent characteristics of the In-Brake 

innovation (more on that below). 

Moving on to the case of the transfer project of the In-Brake system to the Chinese 

subsidiary, LixiCorp managers explained that they were not reluctant toward transfer in this 

specific case since no losses of market shares were anticipated. Headquarters did not have to 

push for the innovation to be transferred. However, the transfer process proved to be very 

difficult, and in the end headquarters had to step in and support LixiCorp and the transfer 

project in a number of ways in order to ensure that the In-Brake system was transferred to the 

Chinese subsidiary. To start with, the Chinese engineers had difficulty in understanding how 

the innovation worked. This was due to linguistic differences, but also to the fact that the 

subsidiaries used different technological standards. Consequently, there was 

miscommunication between LixiCorp and the receiving Chinese subsidiary. Additionally, 
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LixiCorp managers described that it was difficult to work with the Chinese managers and that 

cultural differences really affected the way the staff involved in the transfer process could 

interact. With regards to interaction, it was difficult to arrange personal meetings, but that was 

solved via e-conferences and the like. resulting in close (mis)communication between the 

subsidiaries. Being aware of these factors, headquarters had anticipated some arduousness 

during the transfer project and was prepared. When the transfer was initiated headquarters 

immediately supported the project by actively participating in project meetings and by taking 

responsibility for some parts of the transfer process. For example, some managers from 

headquarters with specific engineering expertise and experience from the Chinese market 

participated during the transfer process, thereby facilitating the transfer of the In-Brake 

system from LixiCorp to the Chinese subsidiary. 

In terms of the innovation, i.e., the In-Brake system, the LixiCorp CEO put into words a 

picture where headquarters perceived the transfer of this particular innovation to be of utmost 

importance owing to the fact that it had proved to be important for LixiCorp and the 

performance observed at LixiCorp was something that headquarters seemed to want to see 

replicated in other locations, thus a potential increase in the performance of other subsidiaries. 

However, headquarters recognized that this particular system consisted of many sub-systems 

and interacting components, which could impede the success of the transfer. The MNE 

headquarters had some prior experience of helping out with complicated innovation transfer 

projects and had amalgamated considerable competencies in this area, and they also had 

experience of working with both the Chinese and French subsidiary on other projects. Thus, 

when the transfer of the In-Brake system was initiated, headquarters was able to support the 

transfer – to both subsidiaries – by getting involved and taking a hands-on approach during 

the initial stages. According to managers at LixiCorp this conveyed a message from 

headquarters that it believed in the product, that it was important for headquarters that the In-

Brake system be transferred, and that headquarters invested significant human capital 

resources and organizational resources in the transfer. As a corollary, the legitimacy of the 

transfer project, and of LixiCorp, increased within the MNE. One LixiCorp engineer 

described the situation: “Having headquarters sit in at project meetings really imposed a sense 

of importance to the project. Headquarters had picked our innovation as a winner and they 

were willing to go out of their way to see the innovation replicated elsewhere in the 

organization. When we had meetings with representatives from the Chinese subsidiary, this 

really helped because they then understood that this project was backed up by headquarters. In 

meetings with the French engineers, this helped us overcome the reluctance to transfer ‘our’ 
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innovation and signaled a sense of security that our French colleagues were not going to take 

market shares in Belgium and the Netherlands”. Moreover, the In-Brake system had been 

developed in collaboration with external and internal partners, which was something that was 

appreciated by headquarters since the innovation built on existing knowledge within the MNE 

and in most cases could be easily adapted to the technological configuration of other 

subsidiaries. Headquarters also recognized that external partners had added considerable value 

to the In-Brake system and that other units could benefit from such new knowledge bases. In 

sum, this made headquarters acknowledge the relevance of transferring this innovation and 

commit to the transfer process by actively participating in transferring the In-Brake system 

from LixiCorp to the Chinese and French subsidiaries. Headquarters obviously did this in 

order to facilitate the transfer process and help the parties overcome difficulties and costs that 

presented themselves. The prime motive was not to control the subsidiaries but to help the 

collaborative effort and increase transfer coordination. Thus headquarters took on a value-

adding role of orchestrating innovation flows between its subsidiaries. 

This mini-case highlights many structures and processes that may influence 

headquarters decision to involve itself in subsidiary level activities. Theoretically, it relates to 

the stickiness of knowledge (Szulanski, 1996), how distance can affect international 

management (Widersheim-Paul and Johanson, 1975), how innovation characteristics are 

relevant (Zander and Kogut, 1995), and that embeddedness can be of importance (Forsgren, 

Holm and Johanson, 2005). What this case illustrates is how subsidiary factors can be of 

relevance for headquarters decision to involve itself. It shows how subsidiaries and 

innovations developed by them receive attention, obtain resources in the form of headquarters 

commitment and knowledge, and how headquarters orchestrates innovations within the MNE. 

The case also suggests that LixiCorp, by getting headquarters involved in the transfer project 

might be on an evolutionary trajectory within the MNE, achieving a position as a Center of 

Excellence and being granted a mandate, as predicted by Birkinshaw and Hood (1998). 

Perhaps it is not easy to believe in one small single case such as the one described above 

– especially since it is made up, it only draws inspiration from some parts of the empirical 

material used in this thesis! It only illustrates the area subject to investigation in this thesis. 

What may be more plausible to believe in – and I will show this in my thesis – is the data at 

the project level dealing with 169 innovation transfers that headquarters has been more or less 

involved in. 

Before we move on to specifically look at factors that may influence headquarters 

involvement, I will put the topic in perspective describing how theory has handled similar 
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issues. I will also elaborate more on the specific research question under investigation in this 

thesis. 

 

1.1 Theoretical background 
Traditionally, MNEs have been conceptualized as possessing certain firm specific advantages 

(FSA) that originate from the home country where headquarters is located (Hymer, 1960; 

Vernon, 1966). According to Hymer (1960), these advantages compensate for the liability of 

being foreign when a firm operates in a host market, i.e., he explains why domestic firms can 

become multinational owing to these FSA. Hymer did not focus on the specific types of 

advantages possessed by MNEs, only on the fact that they had their origin in the home 

country (Forsgren 2008; Hymer, 1960; Yamin, 1991). Likewise, Vernon (1966), in his famous 

theory on the Product Life Cycle, focused on international trade from a home country 

perspective in terms of exports of products. In this perspective, subsidiaries were perceived as 

recipients of resources from the parent and thus also from the home country. 

 Strategy scholars have depicted headquarters strategizing as a conscious and deliberate 

process (e.g., Ansoff, 1965; Chandler, 1962; Porter, 1980). The role of subsidiaries was to 

reflect MNE objectives, and it has been asserted that headquarter managers can manipulate 

activities occurring at a lower organizational level. This top-down administrative school of 

thought has been known as the Harvard school. The role of headquarters in the MNE within 

this stream of inquiry is relatively one-sided, in the sense that headquarters should coordinate 

and govern activities via hierarchical mechanisms such as departmentalization, centralization, 

formalization and standardization, strategic planning, and output and behavioral control 

(Martinez and Jarillo, 1989). Put differently, headquarters is conceived of being the brain that 

consciously coordinates and plans activities within the MNE (Hymer, 1970), and FSA are 

derived from the home country and capabilities are created by headquarters. 

However, more recent writings on the MNE assert that the development of capabilities 

does not occur only at headquarters or in the home country. On the contrary, subsidiaries have 

been identified as key actors within the MNE, irrespective of its conceptualization as a 

‘heterarchy’ (Hedlund, 1986), ‘multi-centre firm’ (Forsgren, 1989), ‘transnational firm’ 

(Bartlett and Ghoshal, 1989), ‘differentiated network’ (Nohria and Ghoshal, 1997), or 

‘metanational’ (Doz, Santos and Williamson, 2001). A distinguishing element of the MNE is 

that it operates value-adding activities in more than one country (Rugman and Verbeke, 

2001); MNEs often run operations on a global scale in many countries. Consequently MNE 
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activities are geographically dispersed. In fact, MNEs have been described as geographically 

dispersed networks, or global factories, fulfilling different functions of the value chain 

(Buckley, 2009; Cantwell and Piscitello, 2000).  

By having dispersed operations in different networks a corollary is that MNE 

subsidiaries performing value-creating activities in host countries are often embedded in 

specific business networks encompassing both internal and external relationship partners 

(Bartlett and Ghoshal, 1989; Cantwell, 1995; Forsgren, Holm and Johanson, 2005). In the 

case of knowledge development this has been empirically investigated by, for instance, 

Andersson, Forsgren and Holm (2002) who found that the local business network provides the 

MNE with new knowledge, ideas and opportunities. Consequently, being embedded in local 

business networks can be beneficial for knowledge development. 

Research on the MNE has in the last several decades focused on knowledge 

development and transfer. In the literature, observations have been made that knowledge 

development and transfer are two of the most important aspects for creating and sustaining 

competitive advantage (Argote and Ingram, 2000; Kogut and Zander, 1992; 1993; Grant, 

1996). Closely connected to the notion of knowledge are innovations, which can be seen as 

bearers of knowledge (Kreiner and Mouritzen, 2003; Teece, 1977; 1986). For organizations 

upgrading their competitive base, innovation is key for survival and prosperity (Baumol, 

2002). In the field of international business and management, innovation is considered to be 

of utmost strategic importance for the ability of MNEs to build and sustain competitive 

advantage, thus creating value (Franko, 1989; Hitt, Hoskisson, Johnson and Moesel, 1996).  

As noted by Birkinshaw and Hood (2001), innovations are often developed at the 

subsidiary level and not at headquarters. Furthermore, the development of innovations is a key 

issue for MNEs (Bartlett and Ghoshal, 1989) in order to stay competitive, and the ability to 

make use of innovations developed in one location in another unit is equally important 

(Dhanaraj and Parkhe, 2006). As argued by Mudambi (2002), the management of innovations 

is critical for MNE competitive advantage. In this context, it has been suggested that 

headquarters plays a vital role in the enhancement of innovative capability by implementing 

suitable strategies and differentiated control mechanisms in the MNE (Nohria and Ghoshal, 

1997). Expressed differently, headquarters can design an appropriate structural context that is 

conducive to innovation management (Birkinshaw, 1997), and it is supposed to provide 

strategic leadership within the MNE (Foss, 1997). It has been argued that headquarters can 

influence innovation flows between subsidiaries (Birkinshaw, 2001; Ghoshal and Bartlett, 

1990). In fact, research has emphasized the more subtle and informal mechanisms that can be 
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employed by headquarters such as lateral relations, informal communication and socialization 

(Marinez and Jarillo, 1989; O’Donnell, 2000), which, among other things, can be beneficial 

for innovation sharing. This line of thinking where initiatives emerge and are developed at the 

subsidiary level can be associated with the Carnegie school, which focuses on bottom-up 

problem solving (Cyert and March 1963; March and Simon 1958; Simon 1945). Headquarters 

can be said to perform a dual role within the MNE, in the sense that it monitors and 

establishes incentives in order to avoid costs and opportunistic behavior but also that it can 

create positive effects within the MNE by assisting subsidiaries in their operations (Foss, 

1997). It can be argued that, on the one hand, headquarters is the organizational unit with 

formal power and influence, i.e., with a hierarchical position, and, on the other hand, it can be 

seen as a player among others within the MNE (Forsgren et al., 2005). Consequently, a 

picture emerges where the role and functions of headquarters within the MNE are more 

complex compared to what Hymer (1960) and Vernon (1966) envisaged, especially in the 

interaction with MNE subsidiaries. The Harvard school and the Carnegie school offer 

different points of view on the management of large organizations, and as discussed by Noda 

and Bower (1996), the perspective of emerging resources and capabilities at the subsidiary 

level is possible to combine with the view that headquarters can exercise its influence on 

subsidiary activities. In sum, a picture of complexity facing MNEs emerges, and the 

multifaceted role of headquarters seems to warrant further investigation into the headquarter-

subsidiary relationship, and how different factors influence this relationship. 

 

1.2 Specifying the research question 
Acknowledging the importance of innovations for MNEs, the question of intra-MNE 

innovation transfer becomes relevant. Transfer of innovations is generally less costly, 

compared to innovation development (Teece, 1977). Hence, an activity of key importance for 

MNEs is innovation transfer, and consequently this has become one of the most frequently 

studied phenomena in international management research since the early 90’s (cf., Gupta and 

Govindarajan, 2000; Noorderhaven and Harzing, 2009; Szulanski, 1996; Tallman and Phene, 

2007), and it has been suggested that the ability of MNEs to transfer innovations is one of the 

main explanations behind the existence of MNEs (Kogut and Zander, 1992; 1993; Zander and 

Kogut, 1995; 1996). 

 However, innovation transfer does not take place automatically within the MNE (cf., 

Cantwell and Santangelo, 1999; Gupta and Govindarajan, 1994; 2000; Szulanski, 1996). 
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Innovations developed by subsidiaries can be seen as emerging resources within the MNE and 

it may be the case that headquarters has to force transfer processes to be initiated (Foss and 

Pedersen, 2002). It has been suggested that one of headquarters responsibilities is to guide and 

add value to innovation transfer processes and make sure transfer is realized within the MNE. 

In order to perform and fulfill its duties, headquarters may actively influence subsidiary level 

activities and try to acquire knowledge about what is going on at lower levels in the 

organization. Having headquarters operate in such a way can be related to headquarters 

orchestrating innovations within the MNE (Dharnaraj and Parkhe, 2006).  

However, involving itself in innovation transfer processes and orchestrating flows at the 

subsidiary level is not without problems. Instead it presents headquarters with a number of 

issues to be reflected on. Consider the following: “In the giant corporation of today, managers 

rule from the top of skyscrapers; on a clear day, they can almost see the world” (Hymer, 1970 

p. 442). Hymer discussed the Marshallian firm, the development of corporations, the internal 

division of labor, and how managers increasingly have become separated and out of touch 

with day-to-day operations. Running a single-line factory business may seem easy in terms of 

control and coordination, but as the administrative functions build up, running the firm 

becomes increasingly difficult. This is something contingency theory has picked up on, 

suggesting that a differentiated fit (Nohria and Ghoshal, 1994; 1997) should be accomplished 

in every headquarter-subsidiary relationship and that shared values should be promoted at the 

same time. However, this can be difficult given the amount of information that headquarters is 

able to process (Egelhoff, 1988). The cognitive limitation to process information (Cyert and 

March, 1963) can be thought of as restricting the capacity of headquarters to manage the 

MNE (Hennart, 2007). One way for headquarters to handle such limitations is singling out 

key activities and processes that take place at the subsidiary level and that it reacts to. With 

innovations being important for the MNE, this thesis claims that innovation development and 

transfer are two key aspects of subsidiary activities that headquarters is interested in.  

With Hymer’s statement as a point of departure and, unlike Hymer, with the view that 

the MNE is not a strict hierarchy and with a recognition of the formal influence and value-

enhancing function of headquarters within the MNE, the following research question can be 

postulated, taking the significant role of subsidiaries - as proposed by the business network 

perspective - into account (Forsgren et al., 2005):  

 

What factors make headquarters involve itself in innovation transfer 

processes taking place at the subsidiary level?  
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   Empirically, this thesis focuses on the innovation transfer process between a sending 

and a receiving subsidiary and headquarters involvement in this process. Relating back to 

Hymer’s statement, one could say that by studying issues related to the organization of MNE 

resources (structure) and flows between subsidiaries (processes) as a recurring theme in the 

thesis, I will try to untangle the question of what makes headquarters see the world. Thus, the 

purpose of this thesis becomes:  

 

To understand what structures and processes influence headquarters 

involvement in the transfer of innovations between MNE subsidiaries. 

 

In order to answer the research question and fulfill the purpose of the thesis, four 

empirical papers are presented in summary form in this thesis summary and in their complete 

form in the appendices of this thesis. The thesis is anchored in writings concerned with the 

changing view on headquarters role and function within the MNE (cf., Andersson and Holm, 

2010; Foss, 1997) and knowledge based theories of the MNE (cf., Grant, 1996). Headquarters 

is not only perceived as a unit that governs, monitors, and controls the operations of the MNE 

and its subsidiaries, but, other emerging forms of less hierarchical governance mechanisms 

that need to be investigated and understood have been brought to the fore by researchers 

(O’Donnell, 2000) are considered when developing the conceptual framework.  

Close at hand for investigating headquarters involvement in innovation transfer are key 

aspects related to the MNE. First, distance is of relevance and at the core of understanding 

multinationality. As one inherent characteristic of MNEs is their geographical dispersion in 

different countries, implying that distance, which can be conceptualized in many dimensions 

(Nachum and Zaheer, 2005), is of interest for this thesis. Distance is a well-established 

phenomenon in the internationalization literature (Johanson and Vahlne, 1977; Johanson and 

Widersheim-Paul, 1975), but it has received relatively little attention in the headquarter-

subsidiary literature. 

Second, given the key importance of innovations and their role in building and 

sustaining MNE competitive advantage, research into headquarter-subsidiary relationships 

seems to be a promising arena for research and merits inclusion in the thesis. 

Third, building on the perspective that subsidiaries are responsible for much of the 

value-creating activities, i.e., innovation development by MNEs, different characteristics and 

capabilities related to the individual subsidiaries participating in innovation transfer projects 

are likely to drive headquarters propensity to involve itself in the transfer process. 
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Fourth, related to the innovation development process taking place at the subsidiary 

level, and the observation that MNE subsidiaries are parts of business networks, the 

embeddedness of subsidiaries is another key aspect to be investigated in this thesis. 

Consequently, as specified in Table 1, four research questions are dealt with in the four 

empirical papers of this thesis and Figure 1 visualizes the general framework of these research 

questions. They all connect to subsidiary evolution and the conceptual model developed by 

Birkinshaw and Hood (1998) where headquarters, subsidiary characteristics and the 

environment affects the evolutionary trajectories of subsidiaries. 

 

Table 1: The research questions in the four papers 

Paper Title of the paper Research question 

I 
The effect of spatial and contextual 
factors on headquarters resource 
allocation to MNE subsidiaries. 

Do distances influence headquarters 
involvement in innovation transfer? 

II 
Innovations as drivers behind 
headquarters strategic support to 
MNE subsidiaries. 

Do innovation characteristics influence 
headquarters involvement in innovation transfer? 

III 
Headquarters allocation of resources 
to intra-MNE transfer projects. 

Do subsidiary characteristics influence 
headquarters involvement in innovation transfer? 

IV 
Relational embedded subsidiaries 
and the involvement of headquarters 
in innovation transfer processes. 

Does subsidiary embeddedness influence 
headquarters involvement in innovation transfer? 

 

In Figure 1, the transfer process is perceived as a distinct dyadic experience taking place 

between a sending subsidiary, which has been responsible for the development of the 

innovation subject to transfer, and a receiving subsidiary belonging to the same MNE as the 

sending subsidiary. However, it is not only aspects related to the sending and receiving 

subsidiaries that matter for the transfer process. A key actor within the MNE is headquarters, 

which can involve itself in the transfer process by, for instance, formally instructing the 

innovation to be transferred and by involving itself and taking responsibility for the transfer of 

the innovation. Headquarters involvement entails different aspects and degrees of 

participation in this transfer process and different factors may drive headquarters involvement 

in the transfer. 
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Figure 1: Visualization of the research question 

 

 

It is important for both the subsidiaries participating in the transfer and for the overall 

MNE to gain a better understanding of drivers behind headquarters involvement in subsidiary 

level activities, such as innovation transfer projects.. Headquarters involvement – as used in 

this thesis – encapsulates different aspects of how headquarters may participate in innovation 

transfer projects taking place between two of its subsidiaries. It can entail ensuring that the 

innovation is transferred from the developing subsidiary to the receiving subsidiary by 

making use of its formal position within the MNE network. It additionally relates to involving 

itself in the actual transfer process by helping the transferring parties conducting the transfer, 

and also relates to taking responsibility for the transfer actually occurring. As will be 

discussed later on in this thesis, involvement can be seen as a non-financial resource that is 

allocated by headquarters since involvement in this sense does not entail allocating additional 

funds to the subsidiary hosting the transfer project but rather connects to lending their 

expertise and network position. It is further argued that involvement is an activity that entails 

orchestrating innovation within the MNE since involvement in innovation transfer connotes to 

integrating, coordinating and combining resources (Dhanaraj and Parkhe, 2006). Involvement 

can be a resource that is valued by the subsidiaries (Bouquet and Birkinshaw, 2008). Hence 
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they compete in order to attain the involvement of headquarters since this is not an endless 

resource, i.e., headquarters resources are limited (Bouquet et al., 2009). In addition, 

involvement may also help headquarters understand conditions in local markets where its 

subsidiaries operate (Bouquet et al., 2009). Such knowledge can be critical for managing the 

MNE (Krackhardt, 1990). 

The framework outlined and used in this thesis allows distinct theoretical contributions 

to be made. First, the importance of headquarters has been recognized by theories on 

subsidiary evolution. Birkinshaw and Hood (1998) argue that subsidiaries relationships are 

important for their evolution. They identify headquarters, and its support, as important for 

developing subsidiary competitive advantage. For headquarters, it is important that 

innovations developed by its subsidiaries be broadly applied across the MNE (Forsgren et al., 

2005). A corollary is that headquarters is likely to try to influence subsidiary innovation 

related activities and that this influence will affect the evolutionary path of subsidiaries where 

headquarters involve itself and subsidiaries consequently get the support of headquarters. 

Accordingly, headquarters involvement can be one underlying factor explaining why some 

subsidiaries evolve into, or sustain a status as, a Center of Excellence, or achieve a mandate 

within the MNE (Birkinshaw and Hood, 1998; Holm and Pedersen, 2000). 

 Second, headquarters involvement in innovation transfer is argued to be one form of 

innovation orchestration (Dhanaraj and Parkhe, 2006). By investigating how headquarters 

orchestrates innovation transfer and factors stimulating orchestration, the thesis add to the 

understanding of this previously mostly conceptual domain by providing an empirical analysis 

of drivers behind orchestration. 

Third, headquarters involvement can conceptually be linked to the writings of Ocasio 

(1997), Bouquet and Birkinshaw (2008), and Bouquet et al. (2009), who discuss headquarters 

attention as something positive and value adding. These authors call for a finer-grained 

analysis of headquarters attention. The concept of headquarters involvement is one way of 

specifying the attention practices of MNE headquarters. The attention of headquarters is 

something that is claimed to be in short supply, compared to other resources that can easily be 

acquired from the market (Bouquet et al., 2009). However, the literature is relatively silent on 

what specific factors capture the attention of headquarters and make it participate in processes 

at the subsidiary level, besides the recognition and credit that headquarters can give. This lack 

of specificity is one of the areas identified as an important domain for future research. 

Bouquet and colleagues (2009, p. 124) suggest that “research investigating the unique 

qualities of effective global leaders should broaden its focus to include their concrete attention 
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practices”. This thesis addresses this gap in the literature by investigating the involvement of 

headquarters as a more concrete way of giving attention. 

Fourth, the internal market for resources as dictated by headquarters (Mudambi, 1999) 

is outlined in this thesis by conceptualizing involvement as a resource. Thus, the internal 

market for non-financial resources and drivers behind resource allocation is investigated, 

which previously has not been done by researchers although it has been suggested that this is 

a promising area for future studies (Bower and Gilbert, 2005). Subsidiary competition for 

resources within the MNE has been described and discussed by the finance literature (Khanna 

and Tice, 2001; Shin and Stulz, 1998; Stein, 1997) where headquarters uses the internal 

market for resources to allocate additional resources to what are perceived as promising 

innovation projects. Subsidiaries compete for these additional resources (Birkinshaw and 

Lingblad, 2005), i.e., headquarters involvement, since they can have positive implications for 

the subsidiary in terms of its evolution (Birkinshaw and Hood, 1998). However, the 

perspective in the literature has remained limited and the focus has been only on the allocation 

of financial resources (Williamson, 1985). The approach in this thesis is broader, 

encompassing non-financial resources by dealing with different forms of headquarters 

involvement, thus meeting the recent call for research made by Birkinshaw and Lingblad 

(2005) and the need for more research on how organizational units compete for resources, and 

especially top management’s role in this intra-firm resource competition as identified by these 

authors. Bower and Gilbert (2005) posit that human and intangible resource allocation is an 

important area where more research ought to be done. Closely related to resource allocation 

and internal competition for headquarters resources is the open question how the subsidiaries’ 

internal resources, such as innovations, can be used as sources of power within the MNE 

(Andersson, Forsgren and Holm, 2007). 

 In sum, four distinct, but interrelated conceptual domains are investigated in this thesis, 

namely subsidiary evolution (Birkinshaw and Hood, 1998), innovation orchestration 

(Dhanaraj and Parkhe, 2006), headquarters attention (Bouquet et al., 2009), and the 

functioning of an internal market for resource allocation (Mudambi, 1999). By shedding light 

on these areas, this thesis add understanding and knowledge to the field of international 

strategic management. 
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1.3 Outlining the thesis 
Chapter 2 of the thesis develops the role of headquarters conceptually in relation to innovation 

transfer. A broader perspective is adopted compared to the overall focus of the thesis and in 

relation to the general research question and purpose of this thesis, i.e., this chapter discusses 

the role and functions of headquarters and connects them to the question why headquarters 

and its involvement can be important to investigate. Thus, the chapter is intended to position 

the role of headquarters within a broader framework in relation to subsidiary level activities, 

and serves as a basis for the thesis, outlining the importance of the dependent variable used in 

the four papers included in the thesis. Chapter 2 serves as a basis for drawing conclusions 

from the empirical studies specifically related to the research question in this thesis. In chapter 

3, I outline basic theoretical concepts used in the thesis that are related to my research 

questions. Distance, innovation, subsidiary characteristics and embeddedness are dealt with 

respectively. Chapter 4 is concerned with the methods and data used in the empirical 

investigations. The main findings from the four empirical papers, on which the conclusions of 

the thesis are based, are delineated in chapter 5. Chapter 6 discusses these findings in light of 

the theoretical framework. Concluding remarks are made. In this section I elaborate on 

theoretical and managerial contributions of my thesis as well as limitations of the study. A 

final section of the concluding chapter is devoted to outlining other issues to be investigated 

and a research agenda for the future. 

 Appendix A consists of the questionnaire used for the empirical investigation, i.e., the 

TIME project. In Appendices B-E the four empirical papers are included. 
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2. HEADQUARTERS INVOLVEMENT AND ITS 
RELATIONSHIP TO ORCHESTRATION, ATTENTION AND TO 

RESOURCE ALLOCATION 
 

This chapter discusses the role and functions of headquarters and outlines the theoretical 

foundations of headquarters involvement. It introduces four main domains that headquarters 

involvement can be connected to and how these are interrelated. 

 

2.1 Introduction 
Being large and complex organizations, control and coordination is of great importance for 

MNEs. The management of the firm is a key task, which ultimately falls under the 

responsibility of headquarters. However, the role of headquarters in the MNE is still unclear, 

and even more so the effects of headquarters actions related to subsidiary level activities. 

When headquarters exercises control and coordinating functions in the MNE, it becomes 

important to bring the negative and positive effects of such actions to the fore, but also to be 

mindful of the reasons why headquarters initiates different processes at the subsidiary level. 

For example, Tsai (2002) finds that formal hierarchical structures, in the form of 

centralization, have a negative effect on knowledge sharing implying that headquarters should 

carefully consider whether or not to participate in innovation transfer. At the same time, Foss 

and Pedersen (2002) argue that headquarters may need to force knowledge sharing to occur 

between subsidiaries. Moreover, there might be direct effects of headquarters involvement 

and indirect effects of involvement not observed in relation to, for example, transfer 

performance that need to be considered. 

With a growing interest in knowledge and innovation governance MNEs have been 

increasingly characterized as more and more complex organizations with different attributes 

connected to MNE units and their operational context (e.g., Bartlett and Ghoshal, 1989; 

Cantwell, 1989; Doz et al., 2001). However, insights into the conceptualization of 

headquarters and the different types of headquarters activities are still scarce (Andersson and 

Holm, 2010; Collis, Young and Goold, 2007; Foss, 1997). This field of inquiry lies at the 

heart of extending strategic management, which has been considered to be concerned with the 

coordination of MNE activities and resource allocation (Madhok, 2002). 

In fact, headquarters has been described as the unit responsible for the long term 

strategic planning of the MNE as well as for administration and monitoring (Chandler, 1991; 
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1994; Prahalad and Hamel, 1994). In surveying  literature on headquarters, two distinct roles 

and functions become prominent. First, headquarters actions are described as targeted toward 

avoiding the negative, i.e., preventing losses by monitoring and setting incentives for 

activities (Williamson, 1975). Second, headquarters has been assigned a positive description 

as a value creator, often described as an entrepreneurial role (Conner, 1991; Foss, 1997). For 

large firms, especially MNEs operating in a multitude of environments, it is difficult for 

headquarters to perform both the negative and positive role and to estimate the effects of the 

different actions it takes (Doz and Prahalad, 1981). Conflicts can arise in the MNE owing to 

the fact that the negative activities of monitoring and, for example, battling opportunistic 

behavior can make the task of pursuing positive activities and supporting subsidiaries more 

difficult. It is of utmost importance for MNEs and its headquarters to manage this challenge, 

especially in relation to innovation development and transfer since good management relates 

to organizational performance and competitive advantage (Prahalad and Hamel, 1994). 

Innovations can be considered to be one of the most prominent and important resources for 

MNEs and their competitive advantage (Argote and Ingram, 2000; Foss, 2007). Viewing the 

MNE as a differentiated network of dispersed operations implies that operations cannot fully 

be controlled by headquarters hierarchical decisions (Rugman and Verbeke, 2001), and when 

valuable competencies exist, one important and expected role of headquarters is to ensure that 

these are diffused throughout the firm (Prahalad and Hamel, 1994). Furthermore, research has 

found that, at least to some extent, headquarters can be ignorant of resources and activities at 

the subsidiary level and that the interaction between headquarters and subsidiaries is often 

concerned with the coordination of activities and resources within the network (Holm, 

Johanson and Thilenius, 1995). Consequently, there are many different roles assigned to 

headquarters combined with restrictions of its capacity to process information about local 

subsidiary networks, and thus the need to understand the rationale behind headquarters actions 

and a framework for understanding and evaluating its activities seem to be warranted. 

This chapter contributes to the understanding of the role and functions of headquarters 

in the MNE in relation to innovation management. It provides a theoretical foundation for 

studying and understanding this organizational unit, which is of increasing importance 

considering the more elaborate and complicated environment facing MNEs, and the 

subsequent sophisticated theoretical frameworks proposed by researchers (Andersson and 

Holm, 2010). Accepting the importance of innovations in MNEs and applying headquarters 

role and actions to innovation activities at the subsidiary level bring activities of key 
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importance in the headquarters-subsidiary relationship to the fore and present a good starting 

point for conceptualizing headquarters role and function within the MNE. 

 

2.2 What is a headquarters? 
Headquarters as a unit is often taken for granted, without any reflection or elaboration related 

to what headquarters really is. Instead headquarters is advanced as a hierarchical coordinator 

helping the firm achieve success and future growth (Hungenberg, 1993). Moreover, 

headquarters is identified as the unit with overall responsibility for the organization’s 

activities (Chandler, 1962). However, a fundamental question such as if we really need a 

headquarters is rarely asked. Headquarters has responsibilities, but cannot other units assume 

that responsibility? Is it necessary to have a hierarchical coordinator of business activities – 

especially considering the increasingly complex descriptions attributed to MNEs? Is there 

something more to headquarters than just perceiving it as a brain that governs the organization 

by manipulating contexts and making decisions affecting the lower levels of the organization 

as described by Chandler (1962) and Andrews (1971). 

 Few researchers have defined headquarters. Instead it is implicitly assumed that 

everyone knows what is meant by referring to it. I would argue that headquarters is a 

somewhat elusive concept that needs further investigation in itself. In fact, there are many 

different forms of headquarters such as divisional, regional, functional and corporate 

headquarters. When headquarters is discussed in this thesis it is referred to the corporate 

headquarters unless otherwise stated. Still, headquarters needs to be defined and one of the 

few definitions that exist is provided by Collis et al. (2007, p. 385) defining it as “staff 

functions and executive management with responsibility for, or providing services to, the 

whole (or most of) the company, excluding staff employed in divisional headquarters”.1
 

Additionally, Young and Goold (1999) have highlighted the need for a corporate headquarters 

                                                 
1
 It is questionable whether or not this definition includes divisional headquarters as a part of corporate 

headquarters. From a business network perspective, including divisional headquarters has strong theoretical 

ramifications. First, it influences where strategy is conceived and how a top-down or bottom-up perspective on 

strategy making can be thought upon. Second, divisional headquarters may be closer to subsidiary operations and 

work more closely in collaboration with the subsidiaries, whereas corporate headquarters may be more 

concerned with overall strategy making. Third, it influences the size of headquarters and activities performed. 

Fourth, it connotes to legitimacy. On the one hand, divisional headquarters may be perceived as a more active 

business network participant and therefore have a greater degree of legitimacy compared to corporate 

headquarters. On the other hand, external actors may perceive corporate headquarters as the legitimate actor to 

interact with. This question merits considerable attention. However, it is not dealt with in this thesis. Empirically 

and conceptually headquarters on the corporate level is measured and discussed in this thesis. 
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in terms of fulfilling requirements such as tax and financial reporting, but also in order to 

provide services to the rest of the organization. 

To push the thought on the relevance and need for a headquarters to exist a little further, 

consider, for example, the Uppsala internationalization process model (Johanson and Vahlne, 

1977) where no explicit discussion about headquarters is present. However, learning is 

described as taking place at the front line where business is conducted among subsidiary 

managers. In this context it has been argued that it is highly unlikely that business decisions 

that need to be taken are left to the discretion of front line managers. Instead, it becomes the 

responsibility of top-level managers at headquarters (Forsgren and Johanson, 2010), i.e., the 

ultimate responsibility for decisions and for influencing behavior resides at headquarters. 

Hence there is a need for headquarters to exist and orchestrate the firm. 

In line with Foss (1997) it is argued that headquarters performs value-added activities 

that cannot be delegated to other actors, internally or externally. Headquarters possesses 

knowledge and knows what is going on in the organization, which no one else can see. This 

knowledge and position is bound to make headquarters want to optimize activities throughout 

the network, i.e., orchestrate. These thoughts will be elaborated on starting with what one may 

find at headquarters and why it may exist, moving on to specific activities that headquarters 

perform. 

In his 1951 book, Carlson discussed whether top management can be perceived as 

conductors of an orchestra, or wheter they in reality are puppets on a string being pulled in 

different directions. This description is applicable to what headquarters is and why we may 

need headquarters. If headquarters is thought of as working toward avoiding the negative 

and/or acting as a value creator both these descriptions rest on the belief that it possesses 

specific knowledge about the organization and a distinct competence. Connecting this to the 

definition provided by Collis et al. (2007) different staff and executives at headquarters are 

supposed to provide services to the rest of the organization based on their knowledge and 

competencies. Hence, in order to discuss headquarters it becomes necessary to briefly 

consider the individual working at headquarters. Managers at headquarters can be perceived 

as bearers of an organizational heritage (Bartlett and Ghoshal, 1989). It is often the case that 

headquarters managers have been working at different subsidiaries before joining 

headquarters. As a consequence, a lot of knowledge about resources dispersed throughout the 

organization resides at headquarters. Working as a manager at the subsidiary level, the 

opportunity to advance within the MNE and pursue a career within the organization and end 

up at headquarters is a viable one. Another possibility that allows top-level managers to tap 
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into and become knowledgeable about subsidiary level resources and capabilities is by 

expatriation and a subsequent repatriation to the parent organization (Collings, Scullion and 

Morley, 2007). The fact that headquarters partly is a place for people to aspire to work at, and 

that, as a consequence, headquarters managers – at least to some extent – have connections 

with subsidiaries, is a legitimizing act. More specifically, headquarters being a hierarchical 

unit that interacts with and has a connection to the rest of the organization ascertains a degree 

of legitimacy. It could be said these facts give headquarters a license to operate. 

Consequently, it would be difficult to replace headquarters and its managers with some other 

actor, externally or internally, owing to this issue of legitimacy and path dependency. This 

may be one of the reasons why one cannot observe a headquarters for hire, even though some 

of the functions performed by headquarters may be sourced from other actors. Furthermore, it 

is very difficult to envisage a MNE without its headquarters, and it is reasonable to assume 

that such an organization would be perceived as suspicious and would come under serious 

scrutiny. Another compelling argument for having corporate headquarters was discussed by 

Penrose (1959) when she postulated that the need for top management is probably small in 

unchanging, stable environments where it is easy to implement procedures and policies that 

the firm can operate by. In today’s fast-paced and complex business environment such 

dynamism leads to a need for a corporate center that actively manages the firm. Lastly, owing 

to legal concerns, there has to be a headquarters (Young and Goold, 1999). 

Then the question becomes what are, and have been, the role and functions of the 

corporate headquarters within a MNE? 

 

2.3 Headquarters role in MNEs 
The MNE has been defined as an organization controlling and managing establishments 

located in at least two countries (Teece, 1985). These establishments are often national level 

subsidiaries performing value-added activities in their respective host countries (Birkinshaw 

and Hood, 1998). Headquarters can be conceptualized as the MNE organizational unit 

coordinating activities undertaken by the subsidiaries and includes top-level management 

(Chandler, 1994; Foss, 1997). Different forms of headquarters can co-exist in the MNE, such 

as corporate headquarters, divisional or business unit headquarters, functional headquarters 

and regional headquarters (Birkinshaw, Braunerhjelm, Holm and Terjesen, 2006) performing 

administrative and entrepreneurial roles (Birkinshaw et al., 2006; Chandler, 1991). For 

example, host country headquarters has been spearheaded as a solution for competing in 
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emerging markets as a part of the MNEs political strategy (Ma and Delios, 2010). The 

distinguishing feature of corporate headquarters is that it represents the legal domicile of the 

firm, besides accommodating top managers and having a formal responsibility for the 

operations of the firm (Birkinshaw et al., 2006). 

Within the MNE, headquarters function is unique and firm specific (Foss, 1997), which 

means that activities performed by headquarters cannot be sourced from the external market 

and that no other actor within the MNE occupies the hierarchical position of headquarters. 

Going back to the decentralized M-form organization and the implied operational and 

geographical diversity allowed headquarters to focus on strategic issues (Chandler, 1962; 

Williamson, 1975). How headquarters manages and directs strategic action within the firm 

has been handled differently by scholars perceiving strategy making as a top-down or 

emerging bottom-up process (Regnér, 2003). For example, research representing the so-called 

Harvard top-down administrative perspective has suggested that headquarters influences 

activities at the subsidiary level by incorporating different governance tools and creating a 

structural context that allows it to manipulate and constrain actions taken at the subsidiary 

level (Chandler, 1962; Andrews, 1971). However, by not directly operating at the subsidiary 

level, headquarters can be ignorant and lack appropriate information about what strategic 

decisions to make (Bower, 1970). As suggested by the Carnegie school, bottom-up processes 

where subsidiaries influence the strategy making of headquarters may be a better description 

of the process where managers are constrained by the amount of information that they can 

handle but still try to add value to the organization by their actions (Cyert and March, 1963; 

Simon, 1945). These top-down and bottom-up activities and functions performed by 

headquarters can be conceptualized as avoiding losses or creating value. 

Foss (1997) uses the positive/negative terminology of headquarters derived from the 

writings of Conner (1991) that in the end targets performance implications of the MNE and 

headquarters ability to influence organizational outcomes. The positive/negative terminology 

can be traced back to the functions performed by headquarters, namely setting the long-term 

strategic planning and administering and monitoring the organization targeted at preventing 

losses. This is in line with Chandler’s (1991) contention that MNE headquarters performs 

both administrative loss-preventing and entrepreneurial value-creating functions. 

Headquarters task is to facilitate the value-creation taking place within the firm, which can be 

done in different ways. Starting with the negative definition of headquarters it entails creating 

value by avoiding losses. According to the literature, headquarters provides the organization 

with a superior ability to prevent, for instance, opportunistic behavior and sets incentives that 
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align MNE subsidiaries’ interest with that of headquarters and the overall organization 

(Williamson, 1975), and thereby the surplus of the firm can be increased. Such thinking can 

be found in, for instance, research on the differentiated MNE discussing principal-agency 

problems (Jensen and Meckling, 1976). Nohria and Ghoshal (1994, p. 492) discusses the fact 

that “local interest of the subsidiary may not always be aligned with those of the headquarters 

or the MNC as a whole” posing a control problem in relation to MNE governance and 

headquarter-subsidiary relationships that affects the performance of the organization. The 

agency problem and potential hazards related to the negative headquarters role and function 

are emphasized in Holmström (1982) by highlighting the conflicts stemming from incentives 

and monitoring at the subsidiary level and the potential synergy losses as well as empire 

building that can be detrimental to the MNE.  

The positive role of headquarters involves setting strategic direction and developing 

leadership in order to create value in terms of making things happen within the organization, 

such as forming teams, supporting and facilitating innovation transfer, creating economies of 

scale and scope but also stimulating and giving support to, for instance, innovation 

development and transfer (Foss, 1997). Hence, one of headquarters key functions is to create 

value by coordinating and stimulating capabilities and resources located within the MNE. 

This is in accordance with Penrose’s (1959, p. 24) view that “a firm is more than an 

administrative unit; it is also a collection of productive resources the disposal of which 

between different uses and over time is determined by administrative decision”. Thus, 

headquarters task becomes one of coordinating activities and resources within the networks of 

MNE subsidiaries (Holm et al., 1995). One could say that headquarters performs a knowledge 

directing function within the hierarchy of the MNE (Knight, 1921) by means of coordination 

and combination where it selectively can intervene at the subsidiary level (Williamson, 1992). 

However, the coordination and control this implies is not necessarily of a negative nature but 

is instead an activity targeted at creating value and perceived as something positive from the 

perspective of MNE subsidiaries (Bouquet and Birkinshaw, 2008). 

 

2.3.1 Headquarters as an orchestrator of MNE activities 

In line with the reasoning that headquarters perform a knowledge directing function it has 

been argued that headquarters may be important in influencing MNE innovation flows to a 

great extent (Birkinshaw, 2001; Ghoshal and Bartlett, 1990) potentially through active 

orchestration of innovation networks (Dhanaraj and Parkhe, 2006). By combining resources 
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and activities this can allow the individual parts to add up to a sum greater than that of the 

individual parts alone (Andersson, Björkman and Forsgren, 2005), and headquarters is in a 

good position to identify the resources and complementarities that exist within the 

organization. Put differently, headquarters are in a good position to identify resource 

complementarities between MNE units (Foss, 1997). Rugman and Verbeke (2001) argue that 

headquarters may have to support promising subsidiary projects by intervening and 

supporting activities at the subsidiary level.  

In the MNE, headquarters performs a variety of functions, such as (a) locating or 

recognizing needs in the organization, (b) filling these needs by matching resources to 

identified needs, and (c) facilitating the process of resource allocation in the MNE network. 

This corresponds to headquarters fulfillment of its task of extracting and creating value and of 

its orchestration assignment. Considering that innovations are crucial for firm success and that 

it is costly to develop new innovations (Franko, 1989; Teece, 1977; 1986), it makes sense that 

resources developed at one location in the MNE are leveraged and used in other locations, i.e., 

one of the rationales underlying innovation transfer is that it is desirable to make use of 

resources in multiple locations within the MNE (Schulz, 2001; Szulanski, Capetta, Jensen, 

2004). 

Thus, headquarters can be conceptualized as the overall orchestrator of MNE activities 

with a holistic responsibility for the operations of the multinational group ensuring that 

activities are integrated, coordinated and combined, at the same time as other hub-type firms 

can exist within the organization (Dhanaraj and Parkhe, 2006). This function performed by 

headquarters can be seen as orchestrating activities within the MNE network, where 

orchestration can be understood as deliberate and purposeful actions undertaken by a hub-firm 

in order to create and extract value from the network (Dhanarj and Parkhe, 2006). 

Headquarters is one of several possible hub-firms within the network, but is arguably one of 

the most prominent MNE members in terms of being a hub-firm since it possesses 

prominence, formal power, and by definition has a central position in the MNE. Headquarters 

is also supposed to provide leadership and direction within the MNE. These headquarters 

tasks meet the hub firm criteria as outlined by Dhanaraj and Parkhe (2006, p. 659).  

Headquarters is a relatively better informed unit vis-à-vis other MNE members, and can 

serve as a boundary spanning hub-firm within the MNE network, filling a structural hole by 

actively participating in innovation transfer processes across MNE subsidiaries (Burt, 1992; 

Dhanaraj and Parkhe, 2006). Consequently, headquarters can be seen as an actor occupying a 

structural hole (Burt, 1992), performing the function of a central player brokering processes at 
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the subsidiary level. A key task of orchestration is to ensure that innovations are dispersed 

throughout the organization, and if the unit that orchestrates innovation flows is in a position 

to better assess the resources residing at different locations, the transfer will be better 

organized and targeted at appropriate receivers (Gulati, 1999; Hansen, 1999). The advantages 

of having a player occupying a structural hole are enhanced information and opportunities to 

control processes in the network (Burt, 1992, p. 47). This allows headquarters to design an 

appropriate structural context within the MNE (Birkinshaw, 1997; Rugman and Verbeke, 

2001) and to focus on value-creating activities, i.e., a positive role of headquarters, and not 

only a role focusing on avoiding the negative (Conner, 1991; Foss, 1997; Williamson, 1975). 

 

2.3.2 Headquarters involvement as orchestration, attention and resource 
allocation 

Orchestrating innovation networks, from a headquarters perspective, entails active 

management of processes occurring at the subsidiary level. This rests on the notion that a lot 

of innovation development takes place at MNE subsidiaries and not at headquarters. Research 

has shown that headquarters can be less informed about activities taking place at the 

subsidiary level (Holm et al., 1995), and that it can lack knowledge pertaining to the specific 

network context in which subsidiaries are embedded (Asakawa and Lehrer, 2003). This is in 

line with the finding by Nohria and Ghoshal (1997) that headquarters does not possess 

extensive knowledge about subsidiary activities and consequently becomes dependent on its 

subsidiaries. Moreover, it is in the local business network context that many of the subsidiary 

innovation development processes take place, and in order for headquarters to become better 

informed about processes occurring at its subsidiaries and resources located throughout the 

organization so that it can fulfill the orchestration assignment, it becomes important to 

actively get involved and participate in processes at the subsidiary level. Active involvement 

helps headquarters to understand local market conditions (Bouquet et al., 2009). Additionally, 

involvement allows headquarters to become a member of and active player in local subsidiary 

networks and thus to increase its knowledge and understanding of MNE resources and 

activities, which will facilitate strategic decisions and orchestration by gaining subsidiary 

specific knowledge. Forsgren and colleagues (2005, p. 128) argue that “the hierarchical and 

formal position in itself does not automatically produce such knowledge” and continues “in 

our view knowledge about the relevant business network and about specific relationships is 

what matters” (p. 128). In order for headquarters to obtain such relevant knowledge and 
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influence subsidiary activities it needs to involve itself in subsidiary level activities 

(Andersson et al., 2007). Involvement encompasses active participation and can be more or 

less direct and vary in its degree. Headquarters involvement, which is about managing 

resources and capabilities within the MNE network, can be traced back to assumptions 

underlying the resource based view. By managing resources and capabilities within the firm, 

superior performance can be attained and act as a source of endurable competitive advantage 

(Barney, 1991; Peteraf, 1993). Skillful governance of the MNE can result in performance 

differences and the creation and sustenance of competitive advantage (Dyer and Singh, 1998). 

Involvement can entail many different aspects when managing the MNE. Given the 

focus in this thesis, innovation activities, the emphasis is on specific headquarters activities 

related to innovation at the subsidiary level. It is the contention of this thesis that orchestration 

and involvement are closely connected. Without involving itself, the task of orchestration 

becomes difficult, if not impossible, for headquarters. Put differently, assuming that 

innovations are context specific and located at the subsidiary level, headquarters arguably 

needs to get involved in order to understand how it can facilitate subsidiary level activities 

such as innovation transfer (Andersson and Holm, 2010), i.e., orchestrate. To use a similar 

metaphor from music, by reading the score where the individual parts are written down 

(involving itself in subsidiary level activities and becoming knowledgeable about subsidiary 

resources), headquarters will find that it easier to conduct the MNE (i.e., facilitating 

innovation transfers between subsidiaries). 

In order to elicit what involvement entails the attention based view of the firm can act as 

a point of departure. Attention is connected to concrete action (Simon, 1945), and in the MNE 

headquarters attention can be defined as the investment of time and effort that is situated 

within an entire system of activities, communications and discussion (Bouquet et al., 2009). 

Ocasio (1997) argues that the focus of attention is dependent on issues and answers of 

importance for the organization and given the cognitive limitations and bounded capacity of 

headquarters to attend to all needs and process all information (Cyert and March, 1963), it 

makes sense for it to focus on factors of potential importance for the competitive advantage of 

the organization, such as innovations, since they have been shown to influence organizational 

performance positively. In MNEs, attention is often manifested as headquarters recognition 

and intervention in innovation projects (Bouquet and Birkinshaw, 2008; Rugman and 

Verbeke, 2001), and a competition is taking place for this sort of attention among subsidiaries 

(Birkinshaw and Lingblad, 2005). In this setting subsidiaries and their managers can use 

various strategies in order to attract the attention of headquarters. Resource competition by 
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subsidiaries rests on the assumption that headquarters attention is desirable from the 

subsidiary perspective and that something positive is created by attention. Returning to the 

positive/negative terminology of headquarters (Conner, 1991; Foss, 1997), this would relate 

to the positive side of the functions performed by headquarters with attention targeted at 

creating value for the subsidiaries. However, as argued by Bouquet et al. (2009), the current 

literature deals with attention as a meta-construct and portrays it as a broad vehicle for 

becoming knowledgeable about events occurring in the MNE and its environment, whereas 

they suggest that future research should focus on concrete attention practices exercised by top 

management. Headquarters involvement in subsidiary level activities is an activity that entails 

a commitment of time and targeted effort and is concrete in terms of actions taken, thus being 

in line with the ideas of Simon (1945), Ocasio (1997), and Bouquet et al. (2009) but at the 

same time has the potential of being more concrete in terms of conceptualizing actions taken 

by headquarters. 

 It is not possible for the MNE headquarters to attend to all the needs in the organization, 

nor can it be aware of all resources and activities taking place at the subsidiary level. Instead 

it will focus its involvement, which is in limited supply, on a number of promising projects. 

The MNE can be seen as an organization operating under resource constraints with 

headquarters engaging itself in resource allocation activities across subsidiaries, in the hope of 

adding value, thus enhancing the competitive advantage of its foreign subsidiaries in relation 

to local firms (Hymer, 1960). Headquarters has to decide which innovation transfer projects 

are to be favored for additional resources in the MNE network. Thus, headquarters performs a 

function derived from its holistic responsibility for the overall operations of the MNE, i.e., it 

is responsible for running an internal resource market in terms of possessing the formal power 

and control rights when it comes to allocating resources to the innovation transfer projects 

deemed most promising or most arduous (Bower, 1970). In turn, the subsidiaries can compete 

for headquarters resources (Birkinshaw and Lingblad, 2005).  

This reasoning is in line with that of Mudambi (1999), and with the conceptualization of 

the MNE as a federative arena where subsidiaries compete for influence and resources, with 

headquarters as the actor with formal power on this arena (Andersson et al., 2007). 

Involvement in innovation transfer projects is a key critical resource that can be allocated by 

headquarters intra-MNE in order to give support to the subsidiaries engaged in a transfer 

project. This involvement can, for instance, take the form of a formal instruction to transfer 

the innovation, thus signaling an interest in and an awareness of subsidiary activities at 

headquarters. In this way, headquarters takes responsibility, but it also exercises governance 
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and control functions related to its formal position and power within the MNE. In addition, 

headquarters can more actively participate in the transfer process or assume increased 

responsibility for the innovation transfer process. This active engagement in subsidiary level 

activities entails committing limited headquarters resources and can add value to the 

subsidiaries (Uzzi and Gillespie, 1999).  

Barney (1991) classified the available resources for a firm in three main categories: (1) 

physical capital resources (Williamson, 1975): (2) human capital resources (Becker, 1964) 

and (3) organizational capital resources (Tomer, 1987). Financial resources can be considered 

a commodity whereas the other two resources are of a more complex character (Denrell, Fang 

and Winter, 2003). Obviously, human capital resources and organizational capital can never 

be completely separated from physical capital resources since they are endogenous parts of 

the two. For instance, further investments in human capital resources by providing 

competence development inherently consume physical capital. Barney, Wright and Ketchen 

(2001) discussed firm resources as bundles of both tangible and intangible assets and 

exemplified with managerial skill, organizational processes and routines, and information and 

knowledge that the firms control. The allocation of corporate resources by headquarters to 

promising projects for potential value-adding effects has been put forth as a key activity in 

multi-unit firms, which is of particular relevance for MNEs (Khanna and Tice, 2001; Lamont, 

1997; Mudambi, 1999; Shin and Stulz, 1998; Stein, 1997). Hence, a key task for headquarters 

is to allocate these resources efficiently (Arrow, 1959; Bower, 1970; March and Simon, 

1958). The allocation of intangible resources has been left unexplored by researchers (Bower 

and Gilbert, 2005).  

Headquarters activities are impossible to price since they are not sold on the market (Bel 

and Fageda, 2008). They contribute to the uniqueness of headquarters and the fact that they 

can be considered to be a firm-specific resource (Foss, 1997). Involvement in innovation 

transfer by headquarters is a supportive and value-added activity aimed at allocating resources 

in order to facilitate the transfer process. This type of involvement by headquarters is a 

valuable resource since it has the potential to increase to the efficiency and effectiveness of 

the organization. It is rare since it can hardly be sourced from the external market, in 

comparison to financial resources, which are more easily obtained from the external financial 

market thanks to the generic nature of financial resources, more easily priced compared with 

the more specific resource discussed here in terms of headquarters involvement. Also, it is 

difficult to imitate the hierarchical position of headquarters. Hence, headquarters involvement 

is a more tangible and value-adding activity compared to headquarters attention (Bouquet and 
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Birkinshaw, 2008; Bouquet et al., 2009; Ocasio, 1997). Thus, headquarters involvement 

includes headquarters attention but also goes beyond attention by being a more specific and 

direct activity undertaken by headquarters (Bouquet et al., 2009) and can be considered to be 

a valuable resource that is allocated by headquarters. 

 

2.4 Conclusions 
Headquarters involvement in innovation transfer processes can be seen as an extension of the 

attention based view of the firm in that it entails orchestration and that involvement is a non-

financial type of resource in line with what is discussed by Bower and Gilbert (2005) and in 

that this form of resource allocation needs to be investigated further. 

The MNE is able to create value by managing its subsidiaries well, i.e., active parenting 

by headquarters. It has been found that the parent is influential in creating value, rarely having 

a neutral impact on the performance of the organization (Campbell, Goold and Alexander, 

1995). This parenting opportunity within the MNE for headquarters to exercise and add value 

comes from focusing on the best opportunities within the network. However, for this to 

happen headquarters needs to understand critical success factors, otherwise it is more likely to 

destroy rather than create value (Campbell et al., 1995). With respect to the conceptualization 

of headquarters as a brain, the implication is that headquarters needs to be a brain that learns 

by interacting with its subsidiaries, for example, by involving itself in innovation 

development and transfer processes. 

Headquarters involvement in subsidiary innovation transfer processes has implications 

for how subsidiaries within the MNE evolve (Birkinshaw and Hood, 1998). According to 

these authors, headquarters is not the sole source of MNE competitive advantage and a lot of 

the value-adding activities are taking place at subsidiaries. Furthermore, Birkinshaw and 

Hood (1998) identify headquarters support as a necessary, but not sufficient, condition for 

subsidiary evolution. Resource allocation is brought to the fore as having significant 

implications for the evolutionary trajectories of MNE subsidiaries, and headquarters is key in 

this competition for resources. The framework of perceiving involvement as an issue of 

orchestration and resource allocation fits well with subsidiary evolution. For evolution to take 

place headquarters plays a role, as well as the environment and subsidiary characteristics, and 

resources giving the focal subsidiaries power within the MNE. The interaction of these factors 

over time will lead to the evolution of subsidiaries and both resources contained at the 

subsidiary level as well as local environmental factors are likely to influence the decision of 
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headquarters to involve itself in innovation transfer processes between sister subsidiaries. Its 

active involvement in the transfer process may facilitate the transfer and benefit different 

dimensions of innovation transfer performance, such as efficiency and effectiveness. 

Involvement may lead to subsidiary evolution in terms of a greater degree of legitimacy 

for the subsidiary in which headquarters involves itself owing to the fact that others may 

perceive the focal subsidiary as a unit that has been picked as a winner by headquarters, thus 

receiving additional resources and attention. Involvement is also likely to make the subsidiary 

more visible within the organization and it may lead to greater intra-firm bargaining power. In 

sum, involvement is likely to lead to the subsidiary getting or retaining a mandate as well as 

achieving a position as a Center of Excellence (Birkinshaw and Hood, 1998). 
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3. DRIVERS BEHIND HEADQUARTERS INVOLVEMENT IN 
INNOVATION TRANSFER PROJECTS 

 

This chapter outlines and defines some of the more important concepts used in the thesis, such 

as innovation and transfer and delineates the conceptual foundations behind key concepts. The 

chapter moves on to more in detail outline the four drivers behind headquarters involvement 

in innovation transfer discussed in this thesis, namely distance, innovation, subsidiary 

characteristics and embeddedness. 

 

3.1 Conceptualizing innovations 
Schumpeter (1942) discussed the importance of innovations for firms and society, and 

growing attention has been devoted to the study of innovations in the last 30 years. Today 

innovations are seen as one of the main sources of economic development and growth 

(Baumol, 2002; 2004). The literature describes how firms innovate and manage innovation 

development and transfer in order to defend their market position or gain advantage over 

competitors (Tirole, 1995). 

 This thesis follows the OECD’s Oslo Manual (2005), defining innovation as “the 

implementation of a new or significantly improved product (good or service), or process, a 

new marketing method, or a new organizational method in business practices, workplace 

organization or external relations” (p. 47). Although this is a broad definition, it clearly 

highlights the criteria of newness and significant improvement, thereby excluding minor 

changes and those of little novelty. This is in line with Schumpeter’s (1934) discussion, where 

economic development is perceived as dynamically driven by “creative destruction”, either 

radically or incrementally. Furthermore, he made a distinction between five different types of 

innovations that can act as a base for competitive advantage: (1) the introduction of a new 

good; (2) the introduction of a new method of production; (3) the opening of a new market; 

(4) the conquest of a new source of supply of raw materials or half-manufactured goods; and 

finally (5) the carrying out of a new type of industrial organization. In the literature, 

innovations have further been classified in different dimensions such as product, process, 

marketing, administrative and service innovations building on the five Schumpeterian 

innovation types. 

The definition used in this thesis agrees well with evolutionary approaches (Nelson and 

Winter, 1982) where the innovative process is seen as path-dependent and involves putting 
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into practice product designs and manufacturing processes that are new to the firm (Nelson, 

1993). Put differently, this means that an innovation is a change in a process and/or in the 

outcome of a process, which in turn is connected to industrial production and/or exchange 

(Zander, 1991). 

Competitive pressures to innovate are often very intense for MNEs since they compete 

against actors in many countries. Nonetheless, they may themselves benefit from the exposure 

to variety that multinationality entails (Andersson et al., 2002; Cantwell and Santangelo, 

1999; Doz et al., 2001) making use of the geographically dispersed resources to which their 

subsidiaries are exposed. Innovation development in a MNE, which creates competitive 

advantage, not only takes place at headquarters, but also increasingly at the subsidiary level 

(Ambos and Schlegelmilch, 2007; Birkinshaw and Hood, 1998; 2001; Ghoshal and Bartlett, 

1990; Schmid and Schurig, 2003). Subsidiaries can access resources within their local 

networks that contribute to the ability of developing new innovations, thus affecting the 

competitive advantage of the subsidiary (McEvily and Marcus, 2005; McEvily and Zaheer, 

1999). This competitive advantage consists of, among other things, being better at competing 

on the market or within an industry by advancing existing technology and solutions (Dosi, 

1988; Porter, 1985), thus earning rents and increasing firm performance (McGrath, Tsai, 

Venkataraman and MacMillan, 1996). 

By upgrading their innovation base it can be asserted that innovations contribute to the 

knowledge stock of subsidiaries. MNEs, being relatively efficient at transferring knowledge, 

can combine their transfer capability with innovations developed in the subsidiaries, 

increasing the competitive advantage and prosperity of the overall organization (Kogut and 

Zander, 1993; Williams, 2009). By internally leveraging subsidiary innovations, the MNE can 

efficiently increase its advantage over competitors, for example, by rapidly spreading and 

exploiting the innovation in many markets (Zander and Kogut, 1995). The MNE will be in a 

position to integrate innovative inputs from various dispersed locations around the world 

(Cantwell, 1989; Williams and Lee, 2009) by engaging in transfer activities. 

 

3.2 Innovation transfer 
A key activity in MNEs is knowledge governance – the development and leverage of 

knowledge throughout the firm (Argote and Ingram, 2000; Foss, 2007; Mudambi, 2002).  

 The transfer of innovations is an attempt to close gaps between what is known and what 

is currently being used throughout the organization (Cool, Dierickx and Szulanski, 1997; 
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Pfeffer and Salancik, 1978; Pfeffer and Sutton, 2000; Repenning, 2002). This may be 

described as ‘additive complementarity’ (Buckley and Carter, 1999) but the innovation 

transfer activity needs to be managed and coordinated. This can be done at different levels 

and through different means in the MNE network, i.e., at the subsidiary and/or at 

headquarters, with social forms of collaboration and through hierarchical mechanisms. 

 In this thesis a dyadic perspective on innovation transfer is adopted, i.e., it is 

conceptualized as a distinct experience taking place between a sending subsidiary, which also 

has been responsible for the development of the innovation subject to transfer, and a receiving 

subsidiary. Empirically, in this thesis, the receiving unit is a sister subsidiary belonging to the 

same parent organization as the sending subsidiary. 

 The rationale behind innovation transfer in MNEs is because it is costly to develop new 

innovations and the organization has an interest in making use of innovations existing 

elsewhere in the MNE, although transfer also has a cost (Teece, 1977). This is in accordance 

with Penrose’s (1959) assertion that the distinctive competence of the firm is connected to the 

ability to make better use of its resources. By transferring innovations, the performance 

observed at one location in the organization may be enhanced in another location, either by 

generating new knowledge or by economizing on existing knowledge (Schulz 2001, Szulanski 

et al., 2004). This constitutes a basis for MNE competitive advantage (Argote and Ingram, 

2000; Tsai, 2001). The MNE is able to compete on a global scale by leveraging locally 

developed resources and innovations and capitalizing on them (Zander and Kogut, 1995), 

providing benefits for the overall organization (Bartlett and Ghoshal, 1989). 

Managers at different levels within MNEs orchestrate innovation processes and this task 

is more or less arduous depending on the configuration of the firm. The MNE has been 

conceptualized as a superior vehicle for innovation development and transfer owing to the fact 

that it is a social community (e.g., Kogut and Zander, 1993) rather than a market transactor of 

innovations. Previous research has primarily focused on factors related to the characteristics 

of the knowledge transferred or the absorptive capacity of subsidiaries, i.e., cognitive aspects 

(Mahnke and Pedersen, 2004), whereas hierarchical intervention, or active knowledge 

governance in subsidiary activities related to innovation processes has attracted less attention, 

especially taking forces at subsidiary level under consideration. Drivers behind headquarters 

participation in transfer processes have been left largely unexplored by the literature. 
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3.3 Headquarters involvement in innovation transfer 
Ghoshal and Bartlett (1990) and Birkinshaw (2001) argue that headquarters may be very 

influential in managing innovation flows between sister subsidiaries. Headquarters has a 

special position within the MNE network as the unit with formal authoritative power. 

Headquarters has a holistic role which entails a strategic responsibility to identify needs and 

solutions in the organization, i.e., top management has an important role in identifying, 

creating and sharing innovations (Markides, 2002; Markides and Williamson, 1994). This 

relates to the innovation transfer process in filling gaps when innovations reside at other 

locations in the organization. For headquarters, this involves participating in activities taking 

place at the subsidiary level as well as using formal monitoring and evaluation criteria and is 

part of its assignment as the orchestrator of innovation networks within the MNE. 

Headquarters has a role to play in intra-MNE innovation transfer between sister 

subsidiaries due to the fact that innovation transfer between MNE subsidiaries does not take 

place automatically (cf., Cantwell and Santangelo, 1999; Gupta and Govindarajan, 1994; 

2000; Szulanski, 1996). Headquarters may need to become involved in order to ensure that 

innovation transfer occurs so that the MNE can increase the benefit from innovations located 

at different subsidiaries (Foss and Pedersen, 2002). Headquarters, as the hierarchical unit with 

a formal responsibility for managing the MNE and orchestrating innovation flows, can 

involve itself in subsidiary innovation transfer activities with the intention of facilitating this 

process and adding value. 

 The view on headquarters role has in the past decades evolved from focusing on control 

and monitoring to adopting new additional perspectives where headquarters acts as a 

facilitator of resource exchange in the MNE network (Bartlett and Ghoshal, 1989; Foss, 1997; 

Hedlund, 1986) and where its function is geared toward more value-adding activities (Uzzi 

and Gillespie, 1999). As discussed in chapter 2, the MNE headquarters can be conceptualized 

as the orchestrator of the MNE innovation network (Dhanaraj and Parkhe, 2006), possessing 

formal power and holistic responsibility for the entire organization. It can be assumed that 

MNE subsidiaries do not have the overall picture of what is going on everywhere in the 

organization, including among other things what needs and resources sister subsidiaries have 

or possess. Even though headquarters cannot have a complete picture of what is going on 

everywhere in the MNE, i.e., it does not have complete information about all aspects of its 

subsidiaries’ operations, it is the responsibility of headquarters to be better informed about 

needs and resources dispersed throughout the corporate network, and by involving itself in 

innovation transfer processes headquarters - to some extent - fulfills its orchestrating function. 
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Headquarters involvement is likely to be driven by different rationales connected to 

activities and resources at the subsidiary level. Below, four key aspects that may be influential 

are elaborated upon. 

 

3.3.1 Distance as a driver behind headquarters involvement 

Geography can be seen as a key explanation behind international business research 

phenomena, where different markets contain unique assets and capabilities (Buckley and 

Ghauri, 2004; Dunning, 1988; 1998; Maskell, Barthelt and Malmberg 2006), and 

multinationality allows the MNE to tap into these local resources (Almeida, 1996). The 

internal organization and multinationality create spatial separation of units, i.e., of both 

headquarters and subsidiaries (Bel and Fageda, 2008). 

In order to make the most of innovations developed in geographically dispersed 

subsidiaries, the MNE needs to transfer these innovations to other subsidiaries within the 

organization. This activity often entails transferring innovations over vast geographic 

distances as well as across national, cultural, economic, institutional and linguistic distances. 

In fact, distance has been identified as a key element in international business research 

(Ghoshal and Westney, 1993; Nachum, 2003). As argued by Tsang and Yip (2007), cultural 

distance has been exhaustively researched by management scholars. However, other distance 

variables have received much less attention in the literature, and the approach of taking a 

multitude of distance stimuli into account has not been extensively researched (Dow and 

Karunaratra, 2006). Authors have called for a differentiated investigation of distance 

capturing its various dimensions in relation to international business strategy (Nachum and 

Zaheer, 2005). 

The transfer of innovations across vast physical distances is, in general, more costly 

(Beugelsdijk, 2007) compared to transfers taking place between actors in close geographic 

proximity. Spatial proximity can act as a governance mechanism, reducing transaction costs 

in the transfer process (Maskell et al., 2006). Put differently, innovation transfer will be easier 

and less costly the shorter the physical distance between sender and receiver (Maskell and 

Malmberg, 2007). Additionally, social, cultural and cognitive proximity usually follow spatial 

proximity (Gertler, 1995) and are likely to influence innovation transfer. 

Theories related to geographic proximity, i.e., spatial distance, of actors can help us 

understand under what conditions distance has implications for the MNE innovation transfer. 

A close geographic proximity between actors enables face-to-face contact (Audretsch, 1998; 
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Rosenfeld, 1997), which should facilitate the transfer in an innovation transfer project 

between a sending and a receiving subsidiary, mediating the effect of potential barriers to 

transfer and the inherent stickiness of knowledge (Szulanski, 1996). Geographic proximity 

has been argued to lower transportation costs, the need for coordination and communication, 

as well as for control and monitoring (Shenkar, 2001). Hence, there are less compelling 

reasons for headquarters to involve itself in a transfer taking place between actors in close 

geographic proximity. 

Cultural distance is the extent to which norms, values, beliefs and assumptions in one 

country differ from those in another (Hofstede, 2001; Kogut and Singh, 1988). At firm level, 

this implies that the greater the cultural distance, the greater the difference in managerial and 

organizational practices (Kogut and Singh, 1988). Organizational units are firmly rooted in 

their respective host country environments and cultural values, suggesting that that the culture 

of headquarters and its subsidiaries is likely to correspond with their respective national 

cultural contexts (Harzing and Sorge, 2001; House, Hanges, Javindan, Dorfman and Gupta, 

2004; van Oudenhoven, 2001). A great cultural distance increases the likelihood of 

misinterpretation, and it will be more costly and difficult to interpret information 

(Boyacigiller, 1990). In the case of innovation transfer, a great cultural distance implies 

increased costs and expected difficulties of the transfer project. This arduousness will affect 

headquarters propensity to become involved in the innovation transfer project positively in 

order to facilitate the transfer process. 

Research has found that language competence does not correlate with cultural distance 

(Björkman and Piekkari, 2009). Therefore, linguistic distance should not be considered a part 

included in other distances but instead treated in its own right. Linguistic communication 

entails more than just mastering the language, i.e., it has to be used in a culturally appropriate 

and accurate fashion (Hymes, 1971). Furthermore, language affects our way of thinking and 

linguistic barriers can lead to misunderstandings, misconceptions and a perceived 

differentiation in power (Ambos and Ambos, 2009). Difficulties can be expected if the 

sending and receiving subsidiaries operate in environments using different languages. In order 

to achieve both an effective and efficient innovation transfer process, headquarters may thus 

want to involve itself. 

Because of differences in the economic development of countries, subsidiaries are faced 

with disparities in the cost and quality of financial, human and other resources (Ghemawat, 

2001). Subsidiaries operating in more economically developed countries are exposed to a 

broader range of technological and business opportunities, and as a corollary more 
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opportunities for recombining diverse ideas and resources within the local context are created. 

Therefore, subsidiaries located in more economically developed countries are more likely to 

be technologically advanced, which should be reflected in the innovations developed by these 

subsidiaries. Agglomeration effects tend to cluster advanced R&D activities in more 

sophisticated economies. Research has shown that foreign investment in advanced host 

countries are part of headquarters strategic choice (Blomström and Kokko, 1998; Dunning, 

2000; Dunning and Lundan, 2008). Thus, it is reasonable for headquarters to select projects 

where the innovation subject to be transferred was developed in a country with a high level of 

economic development, relative to the recipient subsidiary’s host country, because of the 

expected value an innovation developed in a conducive environment offers the innovation 

receiver. 

Control and coordination can be influenced by the institutional environments of host 

countries, and institutional distance between two countries is likely to increase the cost of 

doing business (Eden and Miller, 2004; Kostova, 1999). Transfer performance is, among 

other things, dependent on understanding rules and procedures that affect the subsidiaries 

participating in the transfer process, and the greater the distance between the transferring 

subsidiaries’ respective host countries, i.e., they differ from each other more, the more likely 

it is that a transfer project will become arduous (Kostova, 1999). Headquarters is likely to 

recognize these problems and involve itself more when transfers take place between 

subsidiaries located in institutionally distant environments (Anderson and Gatignon, 1986).  

 

3.3.2 Innovation as a driver behind headquarters involvement 

As previously discussed, innovations are of utmost importance for MNEs and their 

competitive advantage. Consequently, different characteristics of the innovation subject to 

transfer are likely to drive headquarters involvement in the transfer process. 

An innovation with a perceived greater importance for the MNE can be expected to add 

more to MNE competitive advantage compared to less important innovations. Importance 

refers to how great the importance of the focal innovation is for other units in the MNE, 

besides the developing subsidiary. It is natural for headquarters to wish to facilitate the 

transfer of such innovations by involving itself in the transfer process with the expectation of 

greater overall firm value if such an innovation is transferred, implemented and used 

throughout MNE subsidiaries. 
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 Research has shown that complex innovations have an effect on innovation transfer, i.e. 

the more complex the innovations are, the more difficult the transfer process will be (Zander 

and Kogut, 1995). An innovation can, for instance, be complex if it comprises many systems 

and components, or if it draws on a number of different knowledge bases. Furthermore, by 

satisfying several functions an innovation can be considered complex, but also more likely to 

add more to the competitive advantage.  Headquarters is likely to become involved in the 

transfer process since complexity can be a signal for a potentially arduous transfer process 

that will consume a lot of resources. 

 Innovations can be more or less codified in blue-prints, etc., and the more codified and 

less tacit an innovation is perceived to be, the fewer the problems can be anticipated to be 

during the transfer stage. Consequently, more codified and less tacit innovations subject to 

transfer will not receive headquarters support in the form of its involvement owing to the fact 

that fewer difficulties are expected. On the other hand, since headquarters may have restricted 

knowledge related to subsidiary level activities, it can be easier for it to obtain information 

about explicit and codified innovations, thus triggering involvement. As a corollary, the 

degree of codification has different rationales working in opposite directions. The scenario 

where headquarters becomes more involved due to a high degree of codification is just as 

likely as the opposite scenario with less involvement connected to a high degree of 

codification of the innovation subject to transfer. 

 

3.3.3 Subsidiary characteristics as a driver behind headquarters 
involvement 

In the MNE, a distinction can be made between formal power and actual influence, and where 

headquarters has the formal authority over different decisions; it may also have the actual 

influence to enforce these decisions. Headquarters has a legitimate power derived from its 

formal position in the MNE network (Forsgren et al., 2005) and it possesses a wide array of 

resources. Subsidiaries will actively try to access resources and in doing so they will use their 

bargaining power. In many instances the actual influence in the MNE resides with different 

subsidiaries, which at least partially relates to their network position (Forsgren et al., 2005). 

Powerful subsidiaries will be able to accrue more resources, or they can exercise their power 

in order to avoid headquarters involvement. For instance, with more resources and power 

accumulating at the subsidiary level, it is likely that the subsidiary will value other things than 

additional resources in the form of headquarters involvement such as autonomy. Hence, a 
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curvilinear (inverted u-shaped) relationship can be expected in terms of subsidiary bargaining 

power and headquarters involvement. 

 There is widespread agreement in the literature that once a subsidiary has attained a 

rudimentary level of innovative activity, the tendency is for it to become pulled and pushed 

into increasingly sophisticated innovative capabilities. This movement toward more 

sophisticated technological capabilities is explained by a set of interrelated drivers or 

mechanisms (Frost, 2001; Pearce and Singh, 1992; Taggart, 1996). They primarily include 

external influences from local business environments and spillover effects (Almeida, 1996; 

Frost, 2001; Jaffe, Trajtenberg and Henderson, 1993; Mudambi, 1998) but also internal 

factors related to the subsidiary’s recombination of a broadening range of its own capabilities 

(Kogut and Zander, 1992) and its analogous ability to link up with headquarters and sister 

subsidiaries in creating new technology. 

 The literature on subsidiary evolution suggests that in the attempt to become 

accomplished, be it in innovative activities or any other activity, subsidiaries will try to obtain 

headquarters attention in order to speed up the process in which they can reach the next level 

in their development (Bouquet and Birkinshaw, 2008). In fact, it has been shown that 

successful initiatives create visibility in the intra-MNE context and a growing number of 

possibilities to link up with headquarters and sister subsidiaries in internationally coordinated 

innovation efforts (Ghoshal and Bartlett, 1988; 1998). Headquarters is likely to wish to 

involve itself with subsidiaries that innovate more compared to other similar subsidiaries 

within the MNE simply because of its wish to bolster promising members of the multinational 

group and to avoid internal cross-subsidization. 

Involvement essentially means that headquarters rank-orders the investment 

opportunities among the subsidiaries hosting them. A complication then arises if subsidiaries 

are diversified into unrelated businesses making the rank-order process more difficult. In 

order to ease this possible pitfall, headquarters will be more prone to involve itself with 

subsidiaries performing familiar activities with the result that the rank-ordering errors are 

likely to be similar across all the investment opportunities, making headquarters task of 

allocating resources valuable and diversification desirable despite associated costs (Khanna 

and Tice, 2001). 

Similarly, it has been shown that internal markets tend to favor established lines of 

business over less established but perhaps more promising lines of business (Scharfstein, 

1998; Scharfstein and Stein, 2000). If this is a result from active strategizing by headquarters, 

it shows that it will support the transfer projects that are part of its main line of business, 
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favoring and encouraging innovations that belong to the core business of the subsidiary. 

Whenever headquarters decides to diversify into unrelated business activities, the productivity 

of its core business has been shown to decline (Schoar, 2002). Bettis (1981) and Bettis and 

Mahajan (1985) found that unrelated diversification can be detrimental to firm performance. 

In line with such reasoning, headquarters would not support and involve itself in the transfer 

of innovations outside the core business of the subsidiary to the same degree. 

Different foreign market establishment strategies have received a great deal of attention 

in the literature in recent decades (see Andersen, 1997, for a summary). As this thesis deals 

with subsidiaries, the equity based establishment modes are relevant and consequently the 

choice will be between setting up a new subsidiary or acquiring an existing firm and 

incorporating it in the MNE network, i.e., the choice is between greenfield investment or 

acquisition. It has been shown that subsidiaries are managed differently by headquarters 

depending on the type of equity establishment mode and overall MNE strategy (Harzing, 

2002) and potential discrepancies between greenfield and acquisition investments related to 

headquarters involvement are not clear-cut with supporting rationales for both types of 

establishment modes. For instance, related to acquired subsidiaries, resources might be 

allocated owing to headquarters active strategizing and desire to buy into an innovation later 

subject to transfer. Headquarters may also more actively participate in acquired subsidiaries’ 

activities owing to the greater need to integrate the subsidiary into the corporate network, 

instilling shared values (Nohria and Ghoshal, 1997). However, greenfield subsidiaries have 

less operational experience, and this is also true for transfer situations, thus that should 

warrant additional headquarters resources. In sum, there seem to be more compelling reasons 

for headquarters to favor acquired subsidiaries when involving itself in innovation transfer 

projects. 

 

3.3.4 Subsidiary embeddedness as a driver behind headquarters 
involvement  

The concept of embeddedness was introduced by Polanyi (1944), and has been picked up by 

more current streams of research (cf., Grabher, 1993; Granovetter, 1985; 1992; Uzzi, 1996; 

1997). Following this line of inquiry, embeddedness refers to processes in which social 

relations shape economic action and outcomes. Grabher (1993, p. 5) defined the concept thus: 

“Embeddedness refers to the fact that economic action and outcomes, like all social action and 

outcomes, are affected by actors’ dyadic relations and by the structure of the overall network 
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of relations”. Following Zukin and DiMaggio’s (1990) classification of embeddedness, the 

focus is on the relational aspects of this concept, i.e., business relationships and connections 

units have developed with each other through a history of interactions. This is similar to the 

definition by Nahapiet and Ghoshal (1999), albeit instead of putting emphasis on the 

individual, the analytical dimension is concerned with the firm level. 

Firms embedded in networks have been shown to have a greater chance of survival 

compared to firms maintaining arm’s-length relationships (Uzzi, 1996). Research has shown 

that by being embedded in local networks, subsidiaries are exposed to new knowledge, ideas 

and opportunities (Andersson et al., 2002; Forsgren et al., 2005), and this embeddedness will 

increase the subsidiaries’ level of competence (Holm and Pedersen, 2000). Embeddedness and 

networks are considered to be strategic resources for firms in general, but especially so in a 

MNE context (Dacin et al., 1999; Gulati, Nohria and Zaheer, 2000; Tsai and Ghoshal, 1998). 

The local network will be of importance for the subsidiaries’ developing an innovation which 

should also be reflected in the propensity of headquarters to become involved in the transfer 

process. As was discussed earlier, transfer can be difficult, costly and arduous and the actors 

involved in the innovation transfer project may need to commit a lot of time and resources to 

the transfer. If the innovation development process is taking place in deeply embedded 

relationships, this is likely to increase the stickiness of the innovation in a subsequent transfer 

and headquarters needs to actively involve itself in the transfer and orchestrate the innovation 

flow.  

By closely collaborating and making use of other firms in the network, it is possible for 

the developing subsidiary to utilize competencies within its network. An innovation can even 

be partly developed within the facilities of such partners. This can have several effects that 

will drive headquarters involvement during the transfer process.  

To start with, by drawing on knowledge within the network, the outcome of the 

development process, i.e., the innovation, will have been exposed to a larger number of actors 

increasing its visibility within the organization and by drawing on a multitude of 

competencies, the innovation can be perceived as adding more to the competitive advantage. 

Additionally, by drawing on many competencies, the innovation can be perceived as complex 

and difficult to transfer processes. Embeddedness can also be linked to autonomy (Andersson 

et al., 2007), and deeply embedded subsidiaries are to a great extent self-contained and have 

fewer reasons to engage in intra-MNE innovation transfer. Thus, headquarters will need to get 

involved in order to ensure that the innovation transfer process takes place. 
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In sum, both internal and external subsidiary embeddedness with relationship partners 

during the innovation development process is likely to drive headquarters involvement during 

the transfer stage. 
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4. DATA AND METHODS – THE TIME PROJECT 
 

This chapter describes the data used in the four empirical studies included in this thesis, see 

Appendices B-E. The data collection technique and descriptive statistics of the sample are 

described in this chapter. Perceptual measures and common method bias concerns are 

discussed, both in relation to the specific papers and at a more general level.  

In the autumn of 2000 the project entitled Transfer of Innovations in Multinational 

Enterprises (TIME) was launched at the Department of Business Studies, Uppsala University. 

The project involved both senior researchers and Ph.D. students. It was anchored in the 

increasing interest in strategic innovation and knowledge management and can be seen as a 

continuation of a previous project ran at the Department of Business Studies, the Managing 

International Networks (MIN) project. The focus of the TIME project is on the development 

and transfer of innovations within MNEs. This allows research output from the TIME project 

to focus on issues of key importance for the MNE and its competitive advantage. 

In this chapter, the TIME dataset is briefly put into perspective in comparison to other 

studies within the field of international management, discussing strengths and weaknesses of 

the sample. 

 The data used in this thesis was collected between 2002 and 2005 and my time as a 

Ph.D. candidate started in September 2006. Hence, I entered the project at a relatively late 

stage. I have not participated in the data collection and I am very grateful to my colleagues in 

the TIME project for making the data available to me. 

 

4.1 Description of the TIME project 
The TIME project was designed to track specific innovations in order to create a more holistic 

picture of innovation in the MNE, and to give a fuller picture of the impact innovation 

development and transfer have in MNEs. 

 This research design implies that different factors were considered to be important when 

setting up the study. First, the project focuses on innovation development at the subsidiary 

level. This entails subsidiary specific characteristics of the developing subsidiary, but also 

dealing with factors related to what extent the internal and external networks of the 

developing subsidiary have been involved during the development phase. Second, the focus 

on innovation development consequently means that a lot of information pertaining to the 

characteristics of the innovation was obtained. Third, the project aimed at capturing factors 
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related to the innovation transfer process in terms of actors involved in the transfer project 

and what makes an innovation transfer successful, in terms of different performance 

outcomes. When investigating innovation transfer, a dyadic approach is adopted. This allows 

a fine-grained understanding of the innovation transfer project between a sending and a 

receiving subsidiary as discussed by Kostova and Roth (2002) and Szulanski (1996). 

Additionally, this means that it is possible to use the transaction as the unit of analysis, as 

recommended by Foss (2007). 

 Moreover, the project design allowed specific and more general data related to the 

subsidiary and the MNE to be collected. At a later stage, data from secondary sources was 

collected and calculated by myself and a colleague and matched with the existing dataset. 

This data corresponds to distance measures used in paper 1 of the thesis. 

 As a corollary of the research design and objectives, three main levels of analysis can be 

used when analyzing the data from the TIME project, namely the (developing) subsidiary 

level, the innovation level and the transfer level. The questionnaire used for the data 

collection can be found in Appendix A. 

Figure 2 depicts key features and conceptualizations of the TIME project. To exemplify: 

an innovation can be developed by subsidiary A in collaboration with, for example, subsidiary 

C, local suppliers and headquarters. Once developed, the innovation can be exploited by the 

developing subsidiary, affecting its operations in terms of, for example, profit or power. 

Additionally, the innovation can be subject for transfer, and the TIME project is only 

concerned with internal transfers, i.e., transfer to, for example, subsidiary B and C, which then 

can benefit from the innovation. This should help the MNE and its subsidiaries to stay 

competitive and make the best use of business network resources in development and in 

transfer.  
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Figure 2: Visualization of the TIME project 

 

 

4.2 Sampling procedure and data collection 
As with much managerial research, population definition and sampling procedures are 

problematic and require considerations of both empirical generalizability and pragmatism. To 

collect the data, large MNEs with a global presence that plausibly undertook innovation 

development and transfer projects were approached.  

Initially, a formal letter was sent to the companies asking them to participate in the 

study. The first meeting was usually held at headquarters and had the objective of getting 

acquainted with the organization and of asking for potential respondents at the subsidiary 
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level. As the TIME project is concerned with innovation development and transfer projects, 

the sampling procedure aimed to capture a wide variety of such projects. Subsidiary managers 

and project managers were asked to identify innovations to be studied. The next step was to 

identify receiving subsidiaries that were the subject of the transfer projects. For practical and 

analytical reasons, the investigation is limited to three transfer projects per innovation, 

although many more could have occurred. The data was collected between 2002 and 2005 by 

a group of researchers who visited the different countries where the subsidiaries hosting the 

innovation development and transfer processes were located, i.e., only the sending 

subsidiaries were visited. The dataset also contains information about 146 internal and 121 

external business relationships involved in the innovation development process, i.e., in total, 

there is data on 267 embedded relationships involved in the innovation development process. 

 Innovations were selected on pre-specified criteria. First, the innovations subject to 

investigation had to have been developed one to ten years prior to the interview. This allowed 

only relatively recent innovations and limited the possibility to detect innovations at all, but at 

the same time it reduced the problem of retrospective recall by respondents, i.e., more recent 

events are easier for respondents to recall compared to events which have taken place in a 

more distant past (Cannell, Marquis and Laurent, 1977). Second, the innovation had to be 

identified as having a certain degree of significance and novelty by the respondent, i.e., 

constituting an innovation for the developing subsidiary (Downs and Mohr, 1976). Third, the 

innovations had to have the potential of being transferable. This way of studying innovations 

is similar to that of Zander and Kogut (1995), and it was expected that such innovations 

would create an implicit control of variations in demand and profitability. 

Respondents at the developing subsidiary were asked to describe and assess specific 

aspects of the development and transfer projects, and during the data collection interviewers 

were careful not to make the respondents select receiving subsidiaries that were important for 

a pre-specified reason. 

The respondents had to be involved in the development and transfer of the innovation 

and they were usually R&D managers, project managers, or subsidiary CEOs. Typically, 

more than one interviewer was involved in the interview process. Specific managers with a 

high level of experience of the innovation process were targeted because they were expected 

to possess a high level of knowledge related to the MNE and its strategy (Gold, Malhotra and 

Segars, 2001). 

The data was collected using a standardized questionnaire, see Appendix A, that had 

been qualitatively pre-tested by means of two pilot interviews with groups of MNE managers 
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in order to eliminate ambiguous questions and phrasing and to enhance the applicability of 

indicators. Through face-to-face interviews the interviewer(s) were able to interact with the 

respondents and clarify questions if necessary. This happened occasionally, but not in any 

systematic pattern in relation to specific sections or items in the questionnaire. The interviews 

lasted between two and four hours and were sometimes supplemented by a visit to the 

facilities and a practical demonstration of the innovation in question. By interacting with the 

respondents, the interviewer(s) were able to better control who the respondents were and see 

to it that they were knowledgeable about the innovation in question. This is not possible to 

accomplish with mail or internet based surveys. 

One of the advantages of this data collection technique compared with traditional 

surveys is that research has found it difficult for respondents to properly assess knowledge 

and related processes, and potential perception gaps in processes related to subsidiary 

activities and resources may be present (Birkinshaw, Holm, Thilenius and Arvidsson, 2000; 

Denrell, Arvidsson and Zander, 2004). The personal contact with respondents assures that 

some of these biases are diminished, even if it is not possible to rule out that they still exist. 

The possibility to meet in person with the respondents ensured that the information came from 

a well-informed person, and the possibility to clarify questions as well as detect 

inconsistencies in answers increased face-validity and reliability of the data (for a similar 

approach, see Andersson et al. 2002). This builds on the assumption that face-to-face contact 

minimizes the misunderstandings that can occur whilst answering a standardized 

questionnaire, and it also lowers the number of items omitted by the respondent (Webster, 

1997). As expressed by Simon (1962, p. 9), “Respondents probably provide less deliberate 

misinformation in a face-to-face interview than in a mail questionnaire, and when they 

consciously warp the facts, they are more easily found out”. In sum, it is argued that this data 

collection technique yields data of better quality, although it can reduce sample size owing to 

constraints in time and financial resources. 

Admittedly, there is a possibility of an overrepresentation of successful innovations in 

the sample, i.e., under-sampling of failure (Denrell, 2003). However, sampling was not done 

on market or transfer success of the innovations. There was no a priori requirement on the 

innovations under investigation in terms of financial success or of an efficient transfer process 

in terms of costs and speed, or time to market introduction. But still, the results need to be 

cautiously interpreted, even though the selection criterion for the transfer observations was the 

potential to be transferred, not successful transfer, thus somewhat limiting the problem of 

under-sampling of failure. However, for this thesis it is imperative that the innovations have 
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been transferred since it is not possible to study headquarters involvement in un-transferred 

innovation projects. 

 

4.3 Strengths and weaknesses of the TIME project 
Given the relative absence of sampling frames of MNE and subsidiary innovations, managers 

and snowball sampling were used in order to identify the innovation projects to investigate. 

Unfortunately, there is no comprehensive list of innovations in MNEs with detailed data 

pertaining to the project level, hence primary data collection was necessary. Snowball 

sampling can be a helpful approach when the population is ill-defined and no comprehensive 

publicly available listing exists (Hair, Black, Babin, Andersson and Tatham, 2006). Despite 

proving to be an effective way of identifying suitable innovation projects, it limits the 

possibilities of generalizing the findings. Additionally, the cross-sectional research design 

precludes causal inferences from the analysis. Nevertheless, this limitation is common in most 

of the research in the field. Furthermore, the data comes from the subsidiary level, more 

specifically, from the sending subsidiary. This is a limitation pertaining to only having single 

informant data. However, it is likely that in the case of headquarters involvement the 

estimation made by the respondents is more conservative than it would have been if 

respondents had come from headquarters only. 

Still, there are a number of distinctive strengths related to the TIME sample. First, a 

large proportion of previous studies have used judgment or convenience sampling. According 

to a review of research methodologies in published articles in six major international business 

journals, Yang, Wang and Su (2006) found the amount to be 29.7 percent (15.1 + 14.6 

percent) while probability sampling has only been used in 9.3 percent of the studies. Second, 

the international composition and multi-industry coverage of the sample is not dominant in 

international management studies, but one-country samples still dominate this type of 

research (Yang et al., 2006). Third, the reliability and quality of the data collected in personal 

interviews is arguably another strength (Simon, 1962). This data collection technique was 

used only in 9.9 percent of the research included in the analysis conducted by Yang and 

colleagues (2006). This suggests that the TIME dataset constitutes an excellent basis for 

making a number of contributions to the field of international management. 
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4.4 Working with the TIME data base 

Most of the data used in this thesis, with the exception of the distance variables and some of 

the controls were been put together by myself and a colleague, was collected by researchers 

from the International Business research group at the Department of Business Studies, 

Uppsala University. Consequently, I have been working with primary data without being 

involved in the questionnaire design or in the data collection procedure. This fact entails some 

obvious drawbacks, such as not having had the opportunity to influence what areas were to be 

investigated as well as missing out on what was going on at firm level by not meeting with the 

managers interviewed during the data collection. This also limits the possibilities of drawing 

on anecdotal evidence and relating to the interviews when discussing the findings as well as 

getting research ideas from phenomena encountered during interviews.  

Much of this could be remedied by collaborating closely with key project members. In-

depth discussions with them helped me understand how the research process was undertaken. 

In this respect, Associate Professor Francesco Ciabuschi was instrumental in helping me 

progress with my research. 

However, there are also some advantages of not being involved in the data collection, 

and some similarities with working with other forms of empirical material that might not be as 

apparent. Using the TIME data base in the way I have done closely resembles working with 

secondary datasets. However, the benefit of working with primary data in a secondary fashion 

is that there are people at hand that can give you more in-depth knowledge pertaining to the 

data material and that you are able to gain additional insights relating to the material which is 

not possible when working with large sample datasets such as Compustat, Orbis or Census. 

The opportunity to ask fellow researchers what specific issues they were considering when 

designing specific items in the questionnaire as well as how respondents acted during 

interviews was very valuable. However, gaining access to the TIME data base obviously did 

not immediately allow me to start working with the material. I spent considerable time getting 

familiar with the questionnaire and the structure of the data. This allowed me to look at the 

separate parts of the questionnaire and the individual items in it, relating them to existing 

theory and contemplating over gaps in the literature that could be addressed.
2
 Moreover, I 

believe that not being part of the data collection procedure and the questionnaire design 

                                                 
2
 It was during a workshop in September 2007, i.e., one year after my studies began, that I became interested in 

the role and function of headquarters and how they could be connected to subsidiary level activities. Discussing 

the ideas of headquarters attention and what implications it could have led me toward thinking about 

headquarters involvement. It was at this time that I got access to the two papers that subsequently were published 

as Bouquet and Birkinshaw (2008), and Bouquet et al. (2009). 



 54 

allowed me to look at the material with ‘fresh’ eyes, not having too many preconceptions 

about the state of things and what should and should not work. I believe that by not having an 

emotional connection to the data benefited the development of conceptual models and the 

subsequent analyses. In sum, I can only relate what is in the data but cannot claim to have 

expertise knowledge of the ‘true state of affairs’ owing to the absence of field work conducted 

by myself. Moreover, the research pursued in this thesis will serve as point of departure for 

new projects where I hope to conduct in-depth case studies as well as design a large-scale 

questionnaire. 

 

4.5 Descriptive statistics of the sample 
The data collected within the framework of the TIME project comes from 23 different MNEs, 

headquartered in Europe and the United States. Table 2 gives a description of some main 

MNE features.  

 

Table 2: MNE characteristics 

 Mean Min Max 

MNE size
1
 57011.21 144 420000 

MNE sales
2
 13462.53 52 107567 

MNE R&D budget
2
 545.71 0.14 6000 

MNE operating profit
2
 1031.87 5 5529 

1
 Size measured as number of employees. 

2
 Measured in € million. 

 

Subsidiaries hosting the innovation development projects were geographically dispersed 

in 14 countries throughout Europe, Asia and the United States. The 63 innovation developing 

subsidiaries can broadly be classified in seven main groups, according to the International 

Standard Industries Classification (ISIC) of the United Nations: forestry and logging (6), 

manufacture of food products (4), manufacture of paper and paper products (18), manufacture 

of computer, electronic, and optical products (4), manufacture of machinery and equipment 

n.e.c. (21), manufacture of motor vehicles, trailers, and semi-trailers (5), and 

telecommunications (5). The receiving subsidiaries were located across 31 countries in 

Europe, Asia, North America, South America, Africa and Oceania. For a description of 

subsidiary characteristics, see Tables 3 and 4. 
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Table 3: Subsidiary characteristics 

 Mean Min Max 

Subsidiary age 48.51 3 205 

Years within the MNE 21.54 2 100 

Subsidiary size
1
 571.22 8 6000 

Subsidiary sales
2
 280.92 0.5 2760 

Subsidiary operating profit
2
 22.71 0.06 85 

Subsidiary internationalization
3
 9.86 0 98 

1
 Size measured as number of employees. 

2
 Measured in € million. 

3
 Internationalization measured as percentage of employees abroad. 

 

Table 4: Country of origin of innovations 

Developing country Share in dataset 

Sweden 38.8% 

Taiwan 18.8% 

Italy 8.2% 

France 7.1% 

United Kingdom 7.1% 

United States 3.5% 

Germany 3.5% 

Belgium 3.5% 

Finland 3.5% 

Austria 1.2% 

Czech Republic 1.2% 

Denmark 1.2% 

Netherlands 1.2% 

Switzerland 1.2% 

Total 100% 

 

In total, the TIME dataset comprises information related to 85 innovations. Of these 

innovations 64 can be classified as product innovations and 35 as process innovations. 

Consequently, there are overlaps where the respondents classified the innovation as belonging 

to both innovation categories. In the sample, 42 of the innovations were granted a patent. Both 

internal and external counterparts were involved during the innovation development process. 

More specifically, 146 internal counterparts and 121 external counterparts were involved 

during the development stage of the innovations. Owing to the selection criteria of the TIME 

study, the dataset includes innovations that had the potential to be transferred, but in the end 

were not subject to transfer. Consequently, 72 of the 85 innovations were subject to transfer in 

169 specific intra-MNE innovation transfer projects. In sum, this means that 1.3 innovations 

per subsidiary and 3.7 innovations per MNE were developed. On average, each innovation 

was transferred 2.3 times to specific receivers. Admittedly, the average number of transfers 
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investigated is biased by limiting the investigation to three transfer projects per innovation. 

More specific details are given in Table 5. 

 

Table 5: Innovation characteristics 

 Total Mean Min Max 

Potential transfer counterparts 2075 28.82 1 200 

Attempted transfers 968 13.44 1 100 

Realized transfers 883 12.26 0 100 

Development time - 2.83 0 20 

 

To start with, the table tells us that some innovations took less than one year to develop, 

whilst there was at least one innovation that took 20 years to develop. Looking more closely 

at the number of potential counterparts that the innovation could have been transferred to in 

relation to realized and attempted transfers indicates that tone may question the prevailing 

perspective within international management that transfer is a key activity. However a look at 

the high ratio between realized and attempted transfers lends support to the notion that once 

an innovation transfer project is initiated, the MNE is good at executing this process. Another 

explanation can be that subsidiaries avoid getting involved in transfer projects that are risky or 

potentially difficult. Hence, indicative support can be claimed for the evolutionary theory of 

the MNE as postulated by Kogut and Zander (1993), i.e., MNEs are good vehicles for 

innovation transfer. Whether or not they are superior vehicles vis-à-vis the external market is 

something that cannot be investigated with the current dataset, and it is rarely tested in 

international management research. The superiority is most often assumed. The transfer 

success observed in the TIME data and the ratio between attempted and realized transfers 

only relates to the flow of innovations, not the actual performance of the transfer project in 

terms of efficiency and effectiveness (cf., Kostova and Roth, 2002). Once the transfer flow is 

initiated, it is also executed by the MNE in an adequate manner. However, this only relates to 

the flow. The ratios do not say if the MNE is good at transfer in terms of cost efficiency and 

implementation effectiveness. Additionally, in order to draw conclusions about the relative 

merits of transfer projects, comparisons need to be made with transfer projects to external 

actors and with transactions occurring solely on the external market. 

 

4.6 Perceptual measures 
The TIME project mostly makes use of perceptual measures on 7-point Likert type scales, as 

recommended by Cox (1980). Following the advice of Boyd, Gove and Hitt (2005) single 
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measure indicators are avoided as much as possible when operationalizing constructs. 

Multiple indicators are used in the dependent variable and, in most cases, in the independent 

variables throughout the four papers included in this thesis. This approach minimizes 

measurement error, is parsimonious and offers a multifaceted representation of the underlying 

construct (Hair et al., 2006). 

 Perceptual measures and single source data may be a source of common method 

variance problems (Podsakoff and Organ, 1986), thus potentially influencing the relationships 

observed between the investigated variables (Campbell and Fiske, 1959). There is an ongoing 

discussion in the literature whether or not common method variance ‘‘is often a problem and 

researchers need to do whatever they can to control for it’’ (Podsakoff, MacKenzie, Lee, and 

Podsakoff, 2003, p. 900) or if it is an “urban legend”, that is, ‘‘both an exaggeration and 

oversimplification of the true state of affairs’’ (Spector, 2006, p. 230). The measurement error 

caused by common method variance is inherently unobservable, and effects can only be 

inferred methodologically (Richardson, Simmering and Sturman, 2009). One has to rely on 

post-hoc statistical techniques and remedies recommended by the literature. However, the 

different recommendations that can be found in the literature vary and are not consistent with 

each other. For instance, the recommendation by Podsakoff et al. (2003) is contrary to that of 

Richardson et al. (2009). In this thesis, the specific techniques employed to control for 

common method variance are accounted for in detail in the four papers respectively. Below, I 

summarize some of the main concerns related to common method variance found in the 

literature and how these concerns have been handled in the TIME project and in the different 

papers. 

According to the literature on the topic, common method variance effects can come 

from four different sources: common rater effects, item characteristics effects, item context 

effects, and measurement context effects (Podsakoff et al., 2003). 

At the stage of the research design, typical time and cost restrictions made it impossible 

to collect measures of the predictor and criterion variables from different sources in the TIME 

project (common rater effects). This aspect is quite common in most empirical research in the 

field, and is not a particular weakness of the TIME project. In addition, it seems obvious that 

there are no archival data or alternative-to-managers sources of information concerning the 

innovations that were suitable for the TIME project. 

 The measurement of the potential dependent and independent variables were separated 

in the questionnaire, and different response formats were used. This can create psychological 

separation and, together with the fact that four different response formats (i.e., very high–very 
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low, strong negative effect–strong positive effect, not at all–very much, totally disagree–

totally agree) and two different endpoints (1 to 7 and –3 to 3) were used, methodological 

separation of the measurement can be claimed to be at hand (Podsakoff et al., 2003). The 

main benefits of this separation are the reduction of biases in the retrieval stage of the 

response process, the reduction of respondent ability and/or motivation to use previous 

answers and/or infer missing details, and the reduction of biases in the response reporting or 

editing stage (Podsakoff et al., 2003). 

 By ensuring the respondents’ anonymity and assuring them that the data would only be 

reported in aggregate form, further steps were taken in order to reduce the problem of 

respondent bias (Fowler, 1993). 

 In all of the papers included in this thesis, statistical tests to control for those biases not 

minimized by the research design were conducted. First, the widely employed diagnostic 

technique of Harman’s single-factor test (Podsakoff and Organ, 1986) where the relevant 

indicators were examined using factor analysis (principal component with Varimax rotation 

and Kaiser normalization) were used in all papers in this thesis. Additionally, in papers 2 and 

3, a correlational marker variable is introduced as a post-hoc statistical procedure. This 

follows Lindell and Whitney’s (2001) recommendation to further test for common method 

variance. This technique has previously been used in management research (cf., 

Noorderhaven and Harzing 2009). The marker variable should be measured by the same 

questionnaire as for the other variables used in the analysis. However, the marker variable 

should be theoretically unrelated to the relevant perceptual variables. This approach controls 

for any effect of the marker variable on the partial correlations of the perceptual variables. All 

significant correlations are supposed to stay the same, and the marker variable is not supposed 

to correlate with any of the perceptual measures. This additional test did not raise any 

concerns related to common method variance in papers 2 and 3. In paper 1, this technique was 

not deemed to be appropriate owing to the use of non-perceptual measures in five of the six 

independent variables. Concerning the fourth paper, this post-hoc statistical test is not 

reported in the analysis. However, later tests did not reveal any concerns related to common 

method variance and the introduction of a marker variable in the correlation matrix in paper 4. 

In brief, the research design decisions taken to diminish potential common method 

variance, and the ex-post statistical tests carried out, suggest that common method variance is 

not likely to be a great concern in the TIME data or in the papers included in the thesis. 

The concern for common method variance has recently been brought to the fore in 

relation to international business research in a JIBS editorial (Chang, Witteloostuijn and Eden, 
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2010). Indeed, many of the concerns raised in this editorial reflects the discussion above and I 

do agree that common method variance can pose a problem when using survey data based on 

same-respondent replies. Unsurprisingly, I further agree that, to the extent possible, ex ante 

and ex post measures should be taken in order to handle this potential problem – which I have 

tried to do in this thesis. However, I believe that the discussion related to common method 

variance that can be found in the literature needs to be put in perspective and discussed in 

light of the potentially biased data. The brief analysis reported in Chang et al. (2010) 

identifies that many data sets using survey data may suffer from the presence of common 

method variance, and they also mention that this may be a problem when using quantified 

interview data such as in the TIME project. However, what is left out of the discussion is a 

reflection about the quality of the data itself. I would posit that a fact that is often disregarded 

is the way the material was collected and the interaction taking place with respondents. For 

instance, Malhotra, Kim and Patil (2006) conclude that the presence of common method 

variance may not be as strong in IS research owing to the fact that constructs measured in 

such research often are more concrete, and when forming answers to IT-related questions 

respondents may feel less need to ‘guess’ what is meant by the questions. Furthermore, they 

conclude that the marker variable approach is a convenient and effective tool for accounting 

for common method variance.  

This leads me to believe that even if the data is collected from a single source 

respondent, the problem of common method variance is, in general, lower when conducting 

face-to-face interviews compared to when, for instance, sending out mail surveys to firms. 

This is owing to the fact that the person conducting the interview has the opportunity to 

explain the question at hand to the respondent and that it is possible to be certain about who 

your respondent is. This connects to the discussion that IT-related questions may be easier to 

understand for respondents, and that this may decrease the presence of common method 

variance. If someone is there to explain the question this is likely to reduce the potential 

concern of common method variance. Furthermore, the face-to-face situation and the 

knowledge that it is the right respondent answering the questions should increase the quality 

of the data. Consequently, when working with a dataset such as the TIME data, I know that 

the manager had the opportunity to address any uncertainties regarding the items. It is not a 

matter of just having a respondent; it is more a matter of having the best possible respondent 

knowledgeable about the area he or she is being asked about. Finding additional respondents 

from other sources who are less knowledgeable about the matter at hand may make the quality 

of the data worse, even if it decreases the possibilities of criticizing the methods from a 
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common method variance perspective. Thus, I feel that the discussion concerning common 

method variance needs to be reflecting more on what type of data is used for the analysis and 

what type of respondents answered the questionnaire. Perhaps the research community need 

to think about - and accept - that data collected by face-to-face interviews with appropriate 

and highly knowledgeable respondents can add considerable value and insights, even though 

common method variance may be a concern. This reflects the final words of the JIBS editorial 

that some research should not be rejected on the grounds of common method variance. 

However, what is missed out on is a more in-depth discussion that the quality of the data may 

be one area that deserves to be considered when forming an opinion about common method 

variance and data sets such as the TIME data. 

 

4.7 Model specifications 
This thesis was developed in incremental steps over three and a half years and the four papers 

were written at different stages and they have consequently been at different stages in the 

review and publication process. The models in the four papers are consistent in terms of 

returning with similar results for the control variables used. The significant independent 

variables in, for instance, paper 1 are not included in the other papers owing to the fact that 

the results had not been calculated, or the conceptual framework  thought of at the time when 

paper 2 was developed. This resonates well with the thoughts of Simon (1962, p. 5) and the 

satisficing character of research: “We introduce new variables when we become aware that 

these variables are essential for explaining what we want to explain or solving what we want 

to solve”. Although viewed together, the papers in the thesis can be claimed to be 

underspecified, and the individual models in papers 1-4 do not fully account for unobserved 

heterogeneity and other possible explanations. However, I do not consider that a serious flaw 

in my framework and given the limitation in how far a model can be specified in relation to, 

among other things, sample size, it is a minor issue. 

However, in order to give a more complete estimation all independent variables that 

returned as significant in the four individual papers have been regressed using headquarters 

involvement in the innovation transfer as the dependent variable, see Table 6. 

This analysis suggests that, in general, the results in the individual papers hold when 

estimating what could be claimed to be a full model. It is not reasonable that such a model 

should return with identical results, but the fact that the results are similar to the ones obtained 

in the original papers is a sign of robustness. The exception is the variable innovation 
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complexity that no longer returns as significant. In general, the model explains a great deal of 

the variance and is highly significant. No abnormally large VIF-values are present, with a 

mean VIF-value of 1.60. The results derived from the individual papers of this thesis are 

discussed more in-depth in chapter 5. 

 

Table 6: Results from testing all significant variables from the four individual papers 

Independent variables β s.e. 
   
Geographic distance -0.216* 0.043 

Cultural distance -0.186** 0.132 

Linguistic distance 0.343** 0.096 

Economic distance 0.246** 0.822 

Local network embeddedness 0.120
†
 0.087 

Innovation importance 0.176* 0.067 

Innovation complexity 0.049 0.059 

Subsidiary bargaining power 0.135* 0.100 

Subsidiary bargaining power SQ -0.153* 0.081 

Mode of entry 0.290** 0.206 

Innovation relatedness 0.168** 0.204 

Internal relational embeddedness 0.617** 0.059 

Counterpart specific dependence 0.227** 0.074 

Diagnostics   

N 169 

R
2
 0.688 

Adjusted R
2
 0.640 

F-statistics 14.560** 

Estimates significant at the 0.1, 0.05 and 0.01 levels are indicated with 
†
, *, and ** respectively. 

Standardized beta coefficients reported. 
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5. FINDINGS FROM THE EMPIRICAL STUDIES 

 

This chapter summarizes the findings from the four papers included in this thesis. Table 6 

presents an overview of the papers, stating the specific research question addressed in each 

paper as well as the dependent and independent variables. Furthermore, the main findings are 

summarized in Table 7. All the papers are based on the TIME dataset and 169 dyadic 

innovation transfer projects taking place between a sending and a receiving subsidiary intra-

MNE. 

 In all four papers, the dependent variable is the same, i.e., headquarters involvement in 

the innovation transfer project. Based on arguments put forth earlier in this thesis, I claim that 

headquarters involvement can be conceptualized as a form of non-financial resources that 

headquarters allocates and that involvement entails giving attention and orchestration of 

innovations. In the following discussion of the results from the four papers, headquarters 

involvement and headquarters resource allocation are used interchangeably with involvement 

as the activity performed and resource allocation as the consequence of that activity. 

 

5.1 Paper I: The effects of spatial and contextual factors on 
headquarters resource allocation to MNE subsidiaries 
This paper investigates the effects of spatial and contextual distance and local network 

embeddedness within multinational enterprises on headquarters resource allocation, in terms 

of its involvement, to specific innovation transfer projects between subsidiaries. 

 The paper builds on the notion that MNE subsidiaries are located in a multitude of 

environments where they are exposed to organizational, country and sub-national 

characteristics. Resources and capabilities are not distributed equally; instead they are 

agglomerated in specific countries, or even regions, and the subsidiaries located in these 

different environments have a heterogeneous resource configuration. This implies that 

distance dimensions and local network relationships can affect how the firm is managed. By 

conceptualizing the MNE in different spatial dimensions, at both a country and sub-national 

level, a fine-grained understanding of how distance affects headquarters involvement in 

innovation transfer is attained. 

 In the paper, a model based on a multitude of distances are investigated, and at the same 

time, the model controls for a number of MNE and subsidiary level characteristics in order to 



 63 

capture other potential explanations and truly integrate theories pertaining to the firm in space 

and the firm as an organization. 

 Geographic proximity between the sending and receiving subsidiaries, measured as the 

logarithm of kilometers between the subsidiaries, is postulated to have a negative effect on 

headquarters resource allocation. Cultural distance is a well-researched phenomenon in 

international management research and the measure used in this paper builds on the four 

Hofstede dimensions (Hofstede, 2001). Building on the logic that cultural distance will make 

a transfer project more arduous, it is hypothesized that a greater cultural distance between the 

sending and receiving subsidiaries will affect headquarters resource allocation positively. 

Another measure of distance between the sending and receiving subsidiaries is how closely 

their respective languages are related. The assumption is: the smaller the relatedness the larger 

the headquarters resource allocation. Moreover, as countries differ in economic development 

it is posited in the paper that innovations originating from a relatively more developed country 

vis-à-vis the receiving subsidiary’s host country are likely to get more of headquarters support 

owing to the munificence of the local host environment of the developing subsidiary. 

Institutional distance is hypothesized to influence headquarters resource allocation positively, 

i.e., the greater the institutional differences are between the sending and receiving 

subsidiaries’ host countries, the more headquarters allocates resources to the transfer project. 

Additionally, developing subsidiaries embedded in relationships that contributed to the 

innovation development were postulated to get more resources allocated during the transfer 

stage. 

 The hypotheses were tested using hierarchical OLS regression analysis. The different 

distances above were calculated using secondary data sources, with the exception of the 

embeddedness measure which is a perceptual construct with information coming from the 

TIME dataset.  

 In brief, the results from the analysis suggest that sub-national factors, such as 

subsidiary embeddedness of the sending subsidiary, can offer a strong explanation for 

headquarters resource allocation than country level distances in different dimensions – at the 

same time we find both positive and negative significant effects of distance. Physical distance 

between the subsidiaries influence headquarters resource allocation in a significant and 

negative way, i.e., contrary to expectations. Also contrary to expectations, cultural distance 

influences resource allocation in a significant and negative way. Support is found for the 

postulated relationship between linguistic distance and headquarters resource allocation, i.e., 

the coefficient returns in the expected direction and at the 1 percent level. Economic distance 



 64 

and embeddedness return significantly in the expected directions, i.e., innovations being 

transferred from relatively more prosperous environments receive headquarters support as 

well as subsidiaries embedded in their local networks. No significant effects are found for the 

institutional dimension. 

 

5.2 Paper II: Innovations as drivers behind headquarters strategic 
support to MNE subsidiaries 
The second paper of the thesis deals with the influence of innovations, and, more specifically, 

the underlying characteristics of the innovation, on the involvement of headquarters. Put 

differently, the paper investigates whether three underlying dimensions of an innovation drive 

headquarters resource allocation during the transfer of the innovation. 

 Theoretically, the paper is anchored in the literature highlighting the importance of 

innovations for MNE competitive advantage. As a corollary, innovations can act as a critical 

resource at the subsidiary level that headquarters is interested in supporting. Building on 

literature on innovation transfer, different barriers to transfer are identified related to the 

innovation, and headquarters may want to add resources in cases where an arduous transfer 

process is expected. 

 The first dimension investigated is the importance of the innovation. The paper 

postulates that innovations perceived to be important for other units within the MNE also 

attract the attention of headquarters and such innovations receive its support owing to the 

possibility of increasing the competitive advantage of the MNE. Research has found that 

complex knowledge is more difficult to transfer to other subsidiaries. Hence when the 

innovation is complex, an arduous transfer process is to be expected, consuming relatively 

more resources than would less complex innovations subject to transfer. In such a situation, 

headquarters propensity to involve itself, orchestrate innovation flows and allocate resources 

should increase. Finally, the paper deals with the degree of codification. Codified innovations 

should be easier to transfer owing to the existence of documentation etc. Hence, this would 

affect headquarters involvement negatively. However, headquarters knowledge about 

subsidiary level activities can at times be scarce, and it should be easier to acquire knowledge 

about codified innovations. This should influence headquarters involvement and resource 

allocation positively. In sum, there are competing logics related to headquarters involvement 

and the degree of codification. Also, in the paper, five different types of innovations are 

controlled for, building on the Schumpetarian (1934) dimensions. 
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 The data from 169 innovation transfer projects is analyzed using hierarchical OLS 

regression analysis. The results suggest that the importance of the innovation as well as the 

complexity of the innovation significantly drives headquarters involvement positively and no 

significant effects were found for the degree of codification. Interestingly, none of the five 

innovation types seems to affect the dependent variable. In sum, this implies that 

characteristics underlying the innovations are more important when headquarters allocates 

resources rather than when the innovation is or is not a product, process or any other type of 

innovation. 

 

5.3 Paper III: Headquarters allocation of resources to intra-MNE 
transfer projects 
The third paper of the thesis more explicitly deals with subsidiary characteristics that are 

postulated to affect headquarters resource allocation. 

 Within the view of the MNE as a federation, power is critical (Mudambi and Navarra, 

2004). Hence, subsidiaries possessing a large amount of bargaining power are assumed to be 

able to influence the resource allocation activities performed by headquarters. However, 

assuming that subsidiaries value autonomy, they are likely to reach a threshold where 

headquarters involvement in activities is not desired by the subsidiary. Hence a curvilinear 

relationship is expected with initial positive effects and then negative effects in relation to 

bargaining power and headquarters involvement. The same reasoning applies for innovation 

capabilities. The subsidiary is expected to be pulled into increasingly more sophisticated 

activities as it reaches a certain level of innovative capability. In the process of becoming 

accomplished, headquarters resources and attention are desired. Once a certain level of 

innovative capability is reached, the subsidiary has less use of headquarters resources and 

headquarters is less likely to attend to the needs of already accomplished subsidiaries. Dealing 

with subsidiaries they can either be greenfields or acquired units. Subsidiaries not belonging 

to the MNE since their inception, i.e., acquired subsidiaries, are likely to be favored for 

resource allocation owing to the fact that the reason for an acquisition may be to get access to 

a resource that is subsequently transferred. Additionally, acquired subsidiaries might have a 

greater need to be integrated within the new organization, and thus headquarters involves 

itself more actively in transfer activities hosted by acquired subsidiaries than in activities 

hosted by greenfield subsidiaries. Headquarters is likely to allocate more resources to 

subsidiaries performing core activities. The reason is that when projects are rank-ordered, 
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diversification makes this process difficult and it is likely that headquarters will observe 

opportunities outside its core business with error, and hence it will be easier for it to allocate 

resources to familiar activities that are perceived to be of relevance for its core business. The 

same reasoning is applicable to innovation relatedness. The internal market has been shown to 

favor established lines of business over less well established but perhaps more promising lines 

of business (Scharfstein, 1998; Scharfstein and Stein, 2000). Research has shown that 

performance is negatively affected by diversification outside the core business (Schoar, 2002). 

Thus, when headquarters makes strategic resource allocation decisions it is likely that it will 

show a greater propensity to allocate resources to core innovations subject to transfer.  

 A result from the analysis of the sample of 169 innovation transfer projects is that there 

is a curvilinear relationship between subsidiary bargaining power and headquarters resource 

allocation. Acquired subsidiaries tend to get more resources than greenfields, and innovations 

related to the core business are favored for headquarters resources. No significant effects were 

found for innovative capabilities or subsidiary relatedness. 

 

5.4 Paper IV: Relational embedded subsidiaries and the involvement 
of headquarters in innovation transfer processes 
In the final paper included in this thesis, different aspects of subsidiary embeddedness during 

the development stage of the innovation is investigated. This paper rests on the assumption 

that economic activities do not occur in isolation but within a social context where different 

relationships affect the relationship partners. Embeddedness in networks can be conceived of 

as a strategic resource for subsidiaries developing innovations that can be recognized by the 

MNE headquarters.  

 Five dimensions of embeddedness are conceptualized and operationalized, the first of 

which is internal relational dependence, which captures whether or not the innovation 

development process has been dependent on competencies within the MNE network. The 

second dimension, counterpart specific dependence deals with the question whether the 

developing subsidiary is dependent on others, having difficulties substituting the relationship 

partners. The third dimension of embeddedness as used in this paper relates to the 

counterparts’ participation in the development process. The fourth and fifth dimensions 

explicitly deal with technological and business embeddedness and the adaptation the 

counterpart has made in these dimensions. Hence, broad aspects of different relational 

embeddedness dimensions are covered. 
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 The model based on different dimensions of relational embeddedness is tested on a 

dataset consisting of 169 dyadic, intra-MNE innovation transfer projects where 267 different 

counterparts account for the embeddedness within these transfer projects. The results reveal 

that the sending subsidiary’s embeddedness, in terms of adaptation and dependence during the 

development of an innovation, drives headquarters involvement in the transfer phase, i.e., 

significant and positive effects are found for internal relational dependence and counterpart 

specific dependence. 
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6. CONCLUDING REMARKS 
 

This thesis has focused on an activity that arguably is of key importance within the MNE: 

headquarters involvement in innovation transfer processes between sister subsidiaries. The 

purpose of the thesis is to understand what structures and processes drive headquarters 

involvement in the transfer of innovations between MNE subsidiaries. In order to fulfill this 

purpose, the following research question was posed at the beginning of the thesis: What 

factors make headquarters involve itself in innovation transfer processes taking place at the 

subsidiary level? More specifically, four research questions related to this overall question 

were asked in the four individual papers contained within this thesis, see Table 1 and papers 

1-4. The main findings have been presented in sections 5.1-5.4 and are briefly reiterated 

below. A more in-depth discussion of the theoretical contributions of the findings can be 

found in the four papers respectively. 

The research question(s) in this thesis targets issues of crucial importance for the MNE 

and is concerned with factors that can help subsidiaries evolve within the MNE aided by 

headquarters and its involvement in innovation transfer activities hosted by a sending 

subsidiary. With a framework anchored in the knowledge based view of the MNE, the thesis 

investigates headquarters involvement in the activity that has been suggested to be the reason 

for the existence of MNEs: its superior ability to transfer innovations (Kogut and Zander, 

1992; 1993; Zander and Kogut, 1995; 1996). 

 

6.1 Main findings 
This thesis contributes to an enhanced understanding of headquarters role within the MNE by 

conceptually developing the thinking on the positive and negative definitions of headquarters 

(Conner, 1991; Foss, 1997), and how this relates to orchestrating innovations, gaining 

headquarters attention and to how the involvement of headquarters can be seen as a non-

financial resource that is allocated by headquarters. These factors are connected to subsidiary 

evolution (Birkinshaw and Hood, 1998). 

Empirically this thesis elicits circumstances under which headquarters involves itself, 

i.e., orchestrates innovations within the MNE, gives attention, and allocates its resources to 

specific innovation transfer projects. 

In the first paper a variety of distances are investigated at both the country level and 

sub-national level and firm specific factors are controlled for. Physical distance negatively 
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influence headquarters propensity to involve itself in innovation transfer projects in a 

significant way. This finding can be related to the discussion whether distance still prevails 

(Ghemawat, 2001), or whether globalization has diminished the barriers to international 

operations. Physical distance may not be seen as a barrier for transfer, thus affecting the 

involvement of headquarters negatively. Other dimensions of distance of a more contextual 

character also have significant effects on the involvement dimension of headquarters. 

Surprisingly, cultural distance is shown to have a negative effect on headquarters involvement 

and may signal a potentially arduous transfer process that headquarters is not interested in 

supporting. Headquarters may even recognizes the complexity of interaction between actors 

from different cultural environments and thus it may want to avoid getting yet another culture, 

that is, its own, into the transfer relationship. Another interesting finding is that economic 

distance between the sending and receiving subsidiaries drives headquarters involvement. The 

results suggest that innovations developed in a munificent environment, thus having a greater 

likelihood of being more valuable (Björkman, Barner-Rasmussen and Li, 2004; Gupta and 

Govindarajan, 2000), will attract the attention of headquarters and increase headquarters 

propensity to allocate additional resources to the subsidiary hosting the innovation transfer 

process. Language seems to be something that is of relevance, and possibly also easier to 

identify as a barrier to transfer for headquarters, consequently influencing its propensity to 

become involved in a positive direction. The results also suggest that sub-national factors, 

such as the local business embeddedness of the subsidiary developing the innovation and 

subsequently hosting the innovation transfer process, may offer a strong explanation for 

resource allocation, which resonates well with the findings of paper 4, where embeddedness 

was investigated more in-depth. The results from this paper suggest that headquarters 

involvement is dependent on adaptation and dependence on external and internal relationship 

partners and are in line with expectations based on business network theory (Forsgren et al., 

2005) and that they emphasizes the role of the focal subsidiary, i.e., the subsidiary developing 

the innovation subject to transfer. This suggests that headquarters is interested in innovations 

and the subsidiaries that have developed these innovations, but also that the important role of 

being embedded in networks is acknowledged by headquarters. 

The second paper is concerned with the crucial role played by innovations within the 

MNE. The results derived from the analysis reported for this paper indicate that not one of the 

five Schumpetarian (1934) types of innovation matters. In fact, the characteristics of the 

innovation are what drives headquarters involvement in the innovation transfer process, i.e., 

headquarters does not discriminate between different types of innovation but between their 
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underlying characteristics. More specifically, the results suggest that, given a variation in 

importance of innovations, headquarters favors more important innovations that presumably 

will add more to the competitive advantage of the MNE. Additionally, the complexity of the 

innovation subject to transfer affects headquarters involvement significantly, i.e., when more 

complex innovations are to be transferred, headquarters will allocate more resources to the 

innovation transfer process. These findings are in line with results related to transfer 

performance (Zander and Kogut, 1995). Factors that can be seen as barriers to innovation 

transfer are identified by headquarters and drive its involvement, and it is reasonable to 

assume that headquarters think that its involvement will reduce the potential barriers to 

transfer. 

In paper 3, the results suggest that powerful subsidiaries are able to attract more of 

headquarters resources in the form of its involvement. However, a curvilinear relationship is 

found suggesting that subsidiaries initially seek headquarters resources but as they grow more 

powerful, autonomy will be a stronger force. This finding confirms the reasoning by Forsgren 

and colleagues (2005) that even though headquarters may possess formal power, actual 

influence and power may reside at the subsidiary level. Moreover, in connection to power and 

influence within the MNE, innovations can by themselves be perceived as sources of power as 

suggested by the results from the analysis in paper 2. However, it is not the type of innovation 

that allows the subsidiary to build its power base, but other innovation characteristics. 

Drawing inferences from paper 3, it is suggested that acquired subsidiaries tend to 

systematically be favored for additional corporate resources vis-à-vis equivalent greenfield 

subsidiaries. This can be explained by the fact that getting access to a specific resource may 

be the reason why the subsidiary was acquired in the first place, and it is a natural 

consequence that headquarters get involved in subsequent transfer processes. Another 

explanation may be that acquired subsidiaries need to be incorporated into the MNE, instilling 

shared values in order to promote the feeling of unity amongst MNE subsidiaries (Nohria and 

Ghoshal, 1997). By involving itself, headquarters ensures that an acquired subsidiary is 

integrated with the multinational group and hence performs orchestrating activities. It is also 

found that headquarters favors related innovations subject to transfer which resonates with the 

literature suggesting that unrelated diversification may be detrimental to firm performance. 

By sticking to the core business, headquarters manages the MNE by ensuring that it focuses 

on key aspects of its business activities. 
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6.1.1 Consequences for subsidiary evolution 

By capturing the attention and involvement of headquarters, the subsidiary can attain or retain 

a mandate for developing or for transferring innovations. The visibility of the innovation 

subject to transfer is heightened due to the involvement of headquarters, which may have 

implications for the innovation transfer performance. The innovation and subsidiary features 

can be seen as critical resources and as sources for power intra-MNE (Pfeffer and Salancik, 

1978; Pfeffer, 1981), which in turn has implications for subsidiary autonomy and bargaining 

power. The foundations for this organizational influence can - at least partially - be traced 

back to the involvement of headquarters in the innovation transfer process. The perception of 

the subsidiary as an important player in the MNE network is increased due to the formal 

recognition and legitimacy attained by having headquarters involved in subsidiary level 

activities. By being perceived as an important subsidiary within the MNE favored for 

attention and additional headquarters resources it is not unlikely that the subsidiary in 

question has a positive evolutionary trajectory. Thus, the contribution of my findings relates 

to the strategically important question of subsidiary evolution (Birkinshaw and Hood, 1998), 

and, more specifically, how subsidiaries attain mandates and evolve into Centers of 

Excellence. The key to these issues can, at least to some extent, be found in how to 

communicate with headquarters in order to capture its attention and get it involved in 

subsidiary level activities. As a consequence of involvement and attention, another important 

contribution relates to the MNE as an internal market for resources. Headquarter involvement 

can be seen as a critical resource that is scarce. This means that headquarters has to pick 

different transfer projects as winners and allocate resources to these specific projects. Hence, 

my thesis contributes to the understanding of what transfer projects are picked as winners and 

adds to the understanding of the MNE as an internal market for resources. 

The drivers behind headquarters involvement identified in this thesis answer the 

research question posed at the beginning of chapter 1, and help us to understand 

circumstances that are of importance for headquarters when involving itself in innovation 

transfer processes. These factors capture the attention of headquarters and make them allocate 

additional resources to the transfer, thus fulfilling its orchestrating role. As discussed earlier, 

this has implications for subsidiary evolution. 

This thesis provides a general model of how subsidiaries gain the involvement of 

headquarters. It operationalizes the strategic context of MNE subsidiaries, which is important 

for involvement and the allocation of resources. This has parallels to Burgelman’s (1983) 

model of strategic context. Additionally, the thesis reflects factors that are determinants of 
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orchestrating innovations. In making use of a cross-sectional dataset, it is not possible to study 

evolution directly, but it is still possible to see how the subsidiary role may be driven by 

actions taken by headquarters, processes taking place at the subsidiary level as well as 

environmental factors influencing decisions and behavior at the subsidiary and headquarters, 

i.e., the organizing framework for subsidiary evolution (Birkinshaw and Hood, 1998). 

Consequently, the subsidiary may be in, or achieve, a position that is not subordinate to 

headquarters. The subsidiary can also develop specific advantages and a unique resource 

profile for their distinctive abilities, thus being recognized by headquarters and take off on an 

evolutionary trajectory owing to headquarters involvement (Birkinshaw and Hood, 1998; 

Birkinshaw, Hood and Jonsson, 1998). 

 

6.2 Reflections 
In this thesis, and in the four individual papers, involvement, resource allocation, attention 

and orchestration have been used as key concepts.  

 Orchestration has been used in connection to headquarters involvement. For me, this 

alludes to similar metaphors that can be found in the world of music. Let us pursue such 

metaphors a bit further and consider headquarters as a conductor of an orchestra. Looking at 

individual managers, Carlson in his 1951 study described the chief executive as a puppet on a 

string, and not as a conductor of an orchestra. The conducting role of headquarters is close to 

perceiving it as a brain and connects well with the Harvard top-down model (Chandler, 1962). 

The puppet on a string metaphor more closely resembles the Carnegie-Mellon bottom-up 

process (Cyert and March, 1963; March and Simon, 1958; Simon, 1945). It is my contention 

that we do not have to address these perspectives as one excluding the other. Instead, they 

may be complimentary and overlapping to each other, where headquarters is the brain that 

conducts the organization, but at the same time it learns how to act in some situations, 

creating a more dynamic view on the headquarter-subsidiary relationship. Put differently, 

headquarters is an organizational brain that learns. Pursuing the musical metaphor, 

headquarters as a unit acts as a conductor of the orchestra, i.e., the MNE. It may even be the 

case that headquarters is the composer writing or orchestrating the piece of music or score, 

where different parts have to come together in a suitable way. Instead of considering in what 

key to write the music, what specific chords to use, how many beats there should be to a bar 

and how to combine different instruments that goes well together, headquarters needs to 

manage different resources, such as innovations, and consider how to make use and combine 
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them in the MNE. Similarly, as the conductor makes the individual parts come together in 

order to create music, headquarters needs to consider when to involve itself in order to 

support innovation transfer. If the conductor stopped conducting, the orchestra would not stop 

playing music, although in most cases the music would not sound as homogenous or the 

individual musicians would play less well together, missing the support of the conductor. If 

headquarters did not involve itself in innovation transfer, the transfer might still take place – 

albeit not in an equally conducive environment. This is similar to what Birkinshaw (1997) 

wrote about headquarters accommodating the design of an appropriate structural context 

within the MNE in order to create value. 

 Even if the metaphor may be a bit farfetched it still connects to the story told in this 

thesis and relates to what is happening in the MNE when headquarters gets involved in 

innovation transfers. Put briefly, innovations that have been developed by subsidiaries around 

the world are often transferred to sister subsidiaries. Owing to a multitude of reasons, 

transferring innovations from one location to another can be arduous, especially in an 

international setting. This thesis depicts one way for headquarters to support innovation 

transfer processes, i.e., by involving itself, and what factors influence headquarters propensity 

to become involved. By becoming involved headquarters allocate its human capital and 

organizational capital resources to the transfer project. 

 The results suggest that headquarters perceive certain firm specific factors, for instance, 

related to establishment mode and embeddedness, and some innovation characteristics as well 

as some country level factors as important for the decision to become, or not to become, 

involved in innovation transfers, thus reflecting headquarters strategic decision whether or not 

to allocate resources, i.e., time and effort working on the transfer project. 

 While this thesis does not unravel motivations from headquarters perspective, it is 

reasonable to assume that headquarters wish to add value to the transfer process, thereby 

facilitating a successful transfer, or avoiding a transfer failure. For headquarters, to involve 

itself is a viable option in order to facilitate the transfer process and add value – although the 

effect of involvement is not empirically investigated in this thesis. Involvement in innovation 

transfer mirrors Rugman and Verbeke’s (2001) discussion on active intervention in and 

support of subsidiary activities as well as Williamson’s (1992) reasoning related to selective 

intervention.  

 A potential darker side of headquarters involvement is that action is taken owing to rent-

seeking reasons, i.e., headquarters involvement is a sign of rent-seeking by headquarters at the 

subsidiary level. Headquarters would then mostly get involved in ‘easy’ transfers across small 
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distances as well as when the innovation subject to transfer is not complex and so forth. 

However, it is not possible to conclude anything regarding this behavior based on the results 

obtained in the four papers. Under some conditions, headquarters support is allocated, in 

others not. However, the insights obtained in this thesis are helpful for understanding 

structures and processes that influence headquarters involvement in innovation transfer, which 

is directly related to the purpose of this thesis as outlined in chapter 1. From the perspective of 

the subsidiary, understanding these structures and processes connects to how to attract 

additional headquarters resources and get its attention. This may be compared to the situation 

in a family where teenagers tries to, or not to, get their parents attention by acting in specific 

ways or emphasizing different aspects of their life. Likewise, subsidiaries may try to get the 

attention and involvement of headquarters by acting in specific ways, or by bringing certain 

characteristics to its attention. 

 Returning to the world of music a final time, having headquarters orchestrate innovation 

flows by involvement is likely to be beneficial for the focal subsidiary as well as for the MNE 

by making a connection to subsidiary evolution and organizational performance. Similarly, an 

orchestra performing a well composed piece of music, that might be very difficult and 

challenging, together with a good conductor will make the music sound beautiful and be 

developmental for the individual musician. In the long run, the conductor and musicians will 

learn from each other and evolve in their artistry.  

In sum, firms are not only important and efficient governance structures, but are also a 

locus for learning (Ghoshal and Moran, 1996; Madhok, 1996; 1997: Teece, 1990) and 

developing routines (Nelson and Winter, 1982; Williamson, 1999) as coordinative devices. 

Thus, headquarters can be perceived as a brain conducting and orchestrating the organization, 

but it is a dynamic brain that learns. Returning to chapter 2 of this thesis, one of headquarters 

key functions was said to be to coordinate and stimulate capabilities and resources located 

within the MNE. This assertion still holds and continues to reflect Penrose’s (1959, p. 24) 

view that “a firm is more than an administrative unit; it is also a collection of productive 

resources the disposal of which between different uses and over time is determined by 

administrative decision”. 

 

6.3 Implications for practice 
The findings reported in this thesis offer some practical implications for managers working in 

large firms, such as MNEs, at both the subsidiary and headquarters level. 
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For MNE subsidiaries, the involvement of headquarters can be a vital resource, although 

it is in limited supply, and this thesis provides managers with a framework of how to 

influence headquarters from a bottom-up perspective. More specifically, by depicting the 

MNE as an internal market for resources and considering that involvement can be 

conceptualized as an important and valuable resource, it becomes possible for managers to 

gain insights that will help them manage the resource allocation process. Subsidiary managers 

can reach a better understanding of how to interact, or not interact, in their communication 

with headquarters in order to attract additional resources and headquarters involvement. If 

additional resources are desired by subsidiary managers, they will have the opportunity to 

frame activities, and, more specifically, innovation transfer projects as, for instance, complex 

resource consuming projects, relating to important innovations that are of interest for the 

entire MNE. If autonomy is desirable from a subsidiary point of view, it will be possible for 

subsidiary managers to make use of its resources and innovations in order to gain power 

within the MNE and to avoid the involvement of headquarters or to frame the communication 

with headquarters in a way so that it does not attract its attention. 

From a headquarters perspective, the findings in this thesis offer an increased systematic 

understanding of its behavior. This can create an awareness of how to evaluate subsidiary 

innovation transfer projects and drivers behind the allocation of non-financial resources. This 

thesis provides a framework for what factors subsidiaries may use to get additional resources, 

and such knowledge may influence headquarters ability to evaluate structures and processes at 

the subsidiary level moving beyond standardized models of control and evaluation systems.  

Highlighting the positive and negative roles of headquarters may also help it to focus on 

the positive value-creating function and become aware of the potential pitfalls of emphasizing 

the negative role and function too much. 

 

6.4 Limitations 
This thesis is a step toward creating a better and more in-depth understanding of the role of 

headquarters within the MNE. Obviously, it suffers from a number of limitations. Some of the 

data issues were discussed in sections 4.3 and 4.6. However, it needs to be highlighted that 

financial resources and support in terms of capital have not been considered in the empirical 

analyses. These more objective financial measures may have a different logic in relation to the 

perceptual-based measures used throughout this thesis. 
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Moreover, the data comes from informants at the subsidiary level, and not at 

headquarters. Consequently, the data can be said to be biased in terms of not incorporating the 

perceptions of headquarters and its involvement in the transfer projects subject to analysis. 

However, even if this reduces the generalizability of the findings, it cannot be considered to 

be a major limitation. In fact, the estimation of headquarters involvement made by 

respondents at the subsidiary level is likely to be restrictive, whereas respondents at 

headquarters are likely to overestimate their involvement. Thus, the dependent variable used 

in all empirical papers is not likely to be biased in terms of overestimating the involvement. 

 

6.5 Future research opportunities 
The themes explored in this thesis and within the TIME project can act as a starting point for 

setting out new research directions that have emerged as unexplored or only partially 

understood. 

The obvious point of departure for setting an agenda for the future is to further 

investigate headquarters role and function within the MNE. Although this thesis extends some 

of the current understanding of headquarters, this area of inquiry still has many blank spots. 

First, the value-added function of headquarters is multifaceted and often implicitly assumed. 

This oversimplification, which is also present in the current thesis, needs to be remedied by 

unpacking the actions taken by headquarters in order to create value throughout the MNE. 

Empirically, this calls for an investigation targeting both headquarters and its subsidiaries. 

Moreover, as discussed by Taggart (1997), headquarters may use its subsidiaries for rent-

seeking purposes. This potentially darker side of headquarters activities is a second theme that 

warrants further research. In the literature, headquarters is described in value-added terms, 

considering both the positive and negative terminology of headquarters (Conner, 1991; Foss, 

1997). However, it may be the case that the actions taken by headquarters destroy value and 

are negative for the overall competitive advantage and performance of the MNE. This 

scenario relates to rent-seeking motives of headquarters that need to be conceptually and 

empirically explored. For instance, headquarters may use its involvement in subsidiary 

activities for rent-seeking purposes, thus increasing its performance, or the performance of 

other units within the MNE. However, such actions can be detrimental to the focal subsidiary 

exposed to the rent-seeking activity.  

Another line of inquiry emerging from the work of this thesis is the performance 

dimension of innovation transfer. In this thesis, headquarters involvement in innovation 



 78 

transfer has been explored. The exploration has resulted in the third research stream proposed, 

which is to investigate the effects of headquarters involvement in innovation transfer on the 

performance of the transfer process. It can be argued from a theoretical point of view that 

headquarters may have positive and/or negative effects on transfer performance efficiency and 

effectiveness. However, this is still an open empirical question. In relation to transfer 

performance, it is only possible to observe direct effects of headquarters involvement, but the 

more subtle long-term indirect effects related to subsidiary evolution need to be considered 

and researched into. 

As this thesis deals with innovations and as innovations are brought to the fore as being 

of importance for the competitive advantage of organizations in the literature, research gaps 

related to innovation development become apparent when delving into such issues. There is 

still a dearth of investigations looking at innovation development at the unit level. Questions 

to be explored are, for instance, how innovation development is managed and decided upon in 

terms of project start-ups or project termination, how lower-level managers interact and 

communicate with headquarters in order to facilitate innovation development at the project 

level, and innovation performance issues. 
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APPENDIX A: THE TIME QUESTIONNAIRE 
 

 

 

 

Transfer of 

Innovations in 

Multinational 

Enterprises 

 

 

 

 

 

Interview characteristics (give relevant information) 
1. MNE  Name: 

2. Business area/division  Name: 

3. Investigated sub-unit  Name: 

4. Country of investigated 

unit 

 

5. Address of investigated 

unit 

 

6. Respondent(s)  Name(s): Position(s): 

7. Interviewer(s)  

8. Interview date  
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Background Questions 
 

1. UNIT CHARACHTERISTICS 
 

1.1 Type of unit  

 Mark one box 
MNE HQ Division HQ Subsidiary Other, specify 

1.2 Unit age  

 Mark each box 
 Mark –9 if do not know; N.A 

Years on the market Years within MNE 

1.3 Unit activities  

 Mark all  relevant boxes 
Basic 

research 

Technical 

developme

nt 

Productio

n 

Marketing Sales Purchasing Service 

1.4 Employees 

 Mark each box (if not HQ in q.1.1) 

 Mark –9 if do not know; N.A. 

Unit (No) Business area/division (No) MNE (No) 

1.5 Sales (M Euro) 

 Mark each box (if not HQ in q.1.1) 

 Mark –9 if do not know; N.A 

Unit Business area/division    MNE 

1.6 R&D budget (M Euro) 

 Mark each box 
 Mark –9 if do not know;  N.A 

Your unit Business area/division    MNE  

1.7 Operating profit (M Euro) 

 Mark each box  
 Mark –9 if do not know; N.A 

Your unit Business area/division MNE 

1.8 Unit’s share of business with other 

 MNE divisional units 

 Mark each box 
 Mark –9 if do not know; N.A 

% of sales to other MNE units % of purchases from other MNE units 

1.9 Unit’s internationalisation 
 Mark each box  
 Mark –9 if do not know; N.A 

% of employees overseas % of foreign sales (exports+ 

foreign sub units) 

% of your R&D overseas 

1.10 Unit’s technical similarity with 

 other MNE/division units’ (Mark 
 1=not at all, to 7=very similar) 
 Mark –9 if do not know; N.A 

Product technology knowledge Production technology knowledge 

 
Rate the importance of the following factors for division/business area HQ measurement of your unit’s 
performance:                                                                 

                                                                                                        (1 = not important at all; 7 = very important, -9=do not know/N.A) 
1.11 Your financial results  1 2 3 4 5 6 7 -9 
1.12 Your market share 1 2 3 4 5 6 7 -9 
1.13 Your growth 1 2 3 4 5 6 7 -9 
1.14 Your product innovations 1 2 3 4 5 6 7 -9 
1.15 Your production innovations 1 2 3 4 5 6 7 -9 
1.16 Your knowledge sharing 1 2 3 4 5 6 7 -9 

 

 
To what extent do you consider your unit unique in relation to other MNE units concerning? 
                                                                                                            (1=not at all, 7=very much-9=do not know/N.A) 
1.17 Core activities 1 2 3 4 5 6 7 -9 
1.18 Market conditions 1 2 3 4 5 6 7 -9 
1.18 Business practices 1 2 3 4 5 6 7 -9 
1.19 Corporate culture 1 2 3 4 5 6 7 -9 
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Please, evaluate the following statements and questions: 

1.20 You develop many more innovations 

 compared to other units in your 

 division/business area  

 Mark 1=totally disagree, 4=neither/nor, 
 7=totally agree, or-9 for each box 

Core 

technology 

innovations 

Product 

innovations 

Production 

process 

innovations 

Marketing 

innovations 

Administra-

tive 

innovations 

1.21 You develop many more innovations 

 compared to other MNE units (external to 

 your division/business area)  

 Mark 1=totally disagree, 4=neither/nor, 

 7=totally agree, or –9 for each box 

Core 

technology 

innovations 

Product 

innovations 

Production 

process 

innovations 

Marketing 

innovations 

Administra-

tive 

innovations 

1.22 To what extent have innovations released by 

 your organization during the past five years 

 been transferred to other units within the 

 your division/ business area  

 Mark 1=not at all, to 7=very much, or –9 
 for  each box 

Core 

technology 

innovations 

Product 

innovations 

Production 

process 

innovations 

Marketing 

innovations 

Administra-

tive 

innovations 

1.23 To what extent have innovations released by 

 your organization during the past five years 

 been transferred to other units within the 

 MNC external to your division/business area  

 Mark 1=not at all, to 7=very much, or -9 for 
 each box 

Core 

technology 

innovations 

Product 

innovations 

Production 

process 

innovations 

Marketing 

innovations 

Administra-

tive 

innovations 

 

What is the relative influence of your unit compared with division/business area HQ considering the following 

decisions?: 
                           (Mark each alternative where 1=HQ decides alone, 4=equal influence, 7=unit decides alone, -9=do not know/N.A.) 

1.24 Choosing suppliers 1 2 3 4 5 6 7 -9 
1.25 Deciding on investments in production capacity 1 2 3 4 5 6 7 -9 
1.26 Deciding on investments in R&D 1 2 3 4 5 6 7 -9 
1.27 Deciding on investments in acquisitions 1 2 3 4 5 6 7 -9 
1.28 Introduce new products domestically 1 2 3 4 5 6 7 -9 
1.29 Introduce new products internationally 1 2 3 4 5 6 7 -9 
1.30 Appointing senior managers in your unit 1 2 3 4 5 6 7 -9 

 

Evaluate the following statements:                                                   (1=strongly disagree, 4=neither/nor, 7=strongly agree) 
1.31 You regularly compare yourselves with other business area/division units 1 2 3 4 5 6 7 -9 

1.32 You regularly compare yourselves with competitors 1 2 3 4 5 6 7 -9 

1.33 Formal communication channels make you aware of your performance relative to other units 1 2 3 4 5 6 7 -9 

1.34 Informal communication channels make you aware of your performance relative to other units 1 2 3 4 5 6 7 -9 
1.35 Financial bonuses are given to individuals for sharing knowledge with coworkers 1 2 3 4 5 6 7 -9 
1.36 Individuals with the reputation for sharing knowledge with others are favored for promotion 1 2 3 4 5 6 7 -9 
1.37 Employees are fully aware of all the bonuses that may be received for knowledge sharing 1 2 3 4 5 6 7 -9 
 

1.38  Do you use any IT-based business 

 systems within your unit, such as 

 KM-, CRM-, SCM-, ERP)? 
 (Tick one box) 
 
 State the name of the system: 

 

Yes, a  

standard system 

(eg. Oracle, 

Movex, JD 

Edwards, SAP) 

Yes, a 

customized 

system built in-

house 

Yes, a 

customized 

system from 

external 

contractor 

Yes, 

other (please, 

specify) 
No 

-9 

1.39    (If YES in 1.38) 

Is the IT business system shared by 

the whole business area and MNE? 

(Tick one box) 

Yes Partly No -9 
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2. INNOVATIONS TO INVESTIGATE 
 

In this section, please choose some innovations developed and released by your unit between 1990 and 2001, and answer 

the questions for each of them. 

 

Innovation 1 (Name): 

 

Brief description: 

 

 

Type of innovation (Tick relevant boxes) Core 

Technology 

 

Product Production 

process 

Marketing Administrative -9 

Is the innovation patented to any extent? 

 

Yes No 

When was the development of the 

innovation initiated and released? 

 

Year of initiation Year of release 

 
Innovation 2 (Name): 

 

Brief description: 

 

 

Type of innovation (Tick relevant boxes) Core 

Technology 

 

Product Production 

process 

Marketing Administrative -9 

Is the innovation patented to any extent? 

 

Yes No 

When was the development of the 
innovation initiated and released? 

 

Year of initiation Year of release 

 
Innovation 3 (Name): 

 

Brief description: 

 

 

Type of innovation (Tick relevant boxes) Core 

Technology 

 

Product Production 

process 

Marketing Administrative -9 

Is the innovation patented to any extent? 

 

Yes No 

When was the development of the 
innovation initiated and released? 

 

Year of initiation Year of release 
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APPENDIX 1: INNOVATION 1 
 

3. INNOVATION CHARACHTERISTICS 
 

3.1 Importance of the innovation to your unit? 

 (Mark 1=very low, 7=very high, or -9) 
1 2 3 4 5 6 7 -9 

3.2 Importance of innovation to the division/ 

 business area as a whole? (Mark 1-7,or  -9) 
1 2 3 4 5 6 7 -9 

3.3 Importance of innovation to the MNE as  a 

 whole? (Mark 1-7,or  -9) 
1 2 3 4 5 6 7 -9 

3.4 Which is the expected lifetime of the  innovation 

without significant modifications?  (Tick one box) 
Between 

1-6 
months 

Between 

6-12 
months 

Between 

1-2 years 

Between 

2-3 years 

Between 

3-5 years 

Between 

5-8 years 

8 years or 

more 
-9 

3.5 How is the innovation characterized in terms of 

 low /high tech? (Mark 1=very low, 7=Very high) 
1 2 3 4 5 6 7 -9 

 
Evaluate the new core characteristics of the innovation?                    (1=not at all, 7=very much, -9=do not know/N.A.) 

3.6 New materials employed 1 2 3 4 5 6 7 -9 
3.7 New shape and design 1 2 3 4 5 6 7 -9 
3.8 New components 1 2 3 4 5 6 7 -9 
3.9 New functions 1 2 3 4 5 6 7 -9 

 

Evaluate the following statements:               (1=strongly disagree, 4=neither/nor, 7=strongly agree, -9=do not know/N.A) 
3.10 The innovation comprises a high number of interacting sub-systems and components 1 2 3 4 5 6 7 -9 
3.11 The innovation can satisfy a large number of functions 1 2 3 4 5 6 7 -9 
3.12 The innovation comprises technology that is new to your unit 1 2 3 4 5 6 7 -9 
3.13 The innovation is highly tailor-made for one specific user 1 2 3 4 5 6 7 -9 
3.14 The innovation needs modification for every specific user 1 2 3 4 5 6 7 -9 
3.15 The innovation was specifically developed for your own usage. 1 2 3 4 5 6 7 -9 
3.16 The innovation comprises a high variety of knowledge bases (e.g. chemistry, physics, 

 engineering) 

1 2 3 4 5 6 7 -9 

3.17 The innovation comprises a high variety of functional knowledge bases (e.g. logistics, 

 Marketing, R&D) 

1 2 3 4 5 6 7 -9 

3.18 The innovation technology/process know-how is easily codifiable (in blueprints, 

 instructions, formulas, etc.) 

1 2 3 4 5 6 7 -9 

3.19 Extensive documentation describing critical parts of the innovation exists in your 

 organization 

1 2 3 4 5 6 7 -9 

3.20 The innovation technology/process know-how is more explicit (i.e. easily transferable) 

 than tacit. 

1 2 3 4 5 6 7 -9 

3.21 To develop the innovation technology/process know-how, you had to invest significantly 

 in specialised equipment and facilities. 

1 2 3 4 5 6 7 -9 

3.22 To develop the innovation technology/process know-how, you had to invest significantly 

 in skilled human resources. 

1 2 3 4 5 6 7 -9 

 

4. THE ROLE OF YOUR UNIT 
4.1 To what extent has representatives from your unit’s different departments been engaged in the development of the 

innovation?                  (Mark 1= not at all to 7=very much for each alternative, -9=do not know N.A.) 
General 

management 

 

Basic Research Development Production Marketing & 

Sales 

Purchasing Service 
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Please evaluate the following statements:     (1=strongly disagree, 4=neither/nor, 7=strongly agree, -9=do not know/N.A.) 
 

4.2 Developing the innovation has almost exclusively been dependent on your own unit’s 
 pre-existing internal competence 

1 2 3 4 5 6 7 -9 

4.3 Developing the innovation has been highly dependent on your unit’s relationships with 
 other units within your division/business area 

1 2 3 4 5 6 7 -9 

4.4 Developing the innovation has been highly dependent on your units relationship with 

       the division/business area headquarters  

1 2 3 4 5 6 7 -9 

4.5 Developing the innovation has been highly dependent on your unit’s relationships with 
 other MNE units, external to your business area/division  

1 2 3 4 5 6 7 -9 

4.6 Developing the innovation has been highly dependent on your unit’s relationship 
 with the MNE headquarters  

1 2 3 4 5 6 7 -9 

4.7 Developing the innovation has been highly dependent on your unit’s relationships with 
 organizations external to the MNE  

1 2 3 4 5 6 7 -9 

 

5. THE DEVELOPMENT PROCESS 
  

5.1 Who took the initiative for the innovation process? 

 (Mark: 1=not at all, to 7=very much, –9 = do not 
 know/N.A, for each alternative) 
 

Your own 
unit 

Div./bus. 
Area HQ 

Other units 
in division 

MNE HQ Other units 
in the MNE  

Organiza-
tions exter-

nal to MNE 

5.2 Which organisation has formally been responsible 

 for the innovation development?  

 (Tick relevant boxes) 
 

Your own 

unit 
The 

division 

HQ 

Other sister 

units in 

division 

/bus. area 

Units in 

other 

divisions/ 

bus.areas 

The MNE 

HQ 

Orga-

nisations 

external to 

MNE 

5.3 Who has financed the innovation process?   

       (Mark 1-7 or –9 = do not know/N.A, for each 
 alternative)  

 

Your own 
unit 

Div./bus. 
Area HQ 

Other units 
in division 

MNE HQ Other units 
in the MNE  

Organiza-
tions exter-

nal to MNE 

5.4 What were the development costs of the innovation? 

 (Mark M Euro, between year of initiation and release) 
 

 

Evaluate how the innovation has affected your own unit’s:  
                                                                        (-3=strong negative effect, 0=no effect, 3=strong positive effect, -9=do not know/N.A.) 

5.5 ..Efficiency in the production process -3 -2 -1 0 1 2 3 -9 
5.6 ..Product quality -3 -2 -1 0 1 2 3 -9 
5.7  ..Influence on the activities of other MNE units -3 -2 -1 0 1 2 3 -9 
5.8  ..Advantage within the MNE  -3 -2 -1 0 1 2 3 -9 
5.9  ..Influence on decisions about investments in your production capability  -3 -2 -1 0 1 2 3 -9 
5.10 ..Influence on decisions about investments in your R&D -3 -2 -1 0 1 2 3 -9 
5.11 ..Competitive advantage on the market -3 -2 -1 0 1 2 3 -9 
5.12 ..Business volume in your home country market -3 -2 -1 0 1 2 3 -9 
5.13 ..Business volume in your foreign markets -3 -2 -1 0 1 2 3 -9 
5.14 ..Entry into new foreign markets -3 -2 -1 0 1 2 3 -9 
5.15 ..Creation of new business units in foreign countries -3 -2 -1 0 1 2 3 -9 
5.16 ..Sales to other MNE units -3 -2 -1 0 1 2 3 -9 
5.17 ..Cost per unit in the production process -3 -2 -1 0 1 2 3 -9 
5.18 ..Cost of development of new products -3 -2 -1 0 1 2 3 -9 
5.19 ..Cost in logistics toward the market -3 -2 -1 0 1 2 3 -9 
5.20 ..Co-ordination within the MNE -3 -2 -1 0 1 2 3 -9 
5.21 ..Operating profit -3 -2 -1 0 1 2 3 -9 
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If your unit uses an IT based system (Yes in Q. 1.38), rate the level of usage during the development of the 

innovation, regarding the following:                       (1=not at all; 7=very high, -9=do not know/N.A.) 
5.22 Product data (e.g. specifications, blueprints) 1 2 3 4 5 6 7 -9 
5.23 Market data (e.g. segmentation, customer data) 1 2 3 4 5 6 7 -9 
5.24 Financial data (e.g. budget, invoices)  1 2 3 4 5 6 7 -9 
5.25 Logistics data (e.g. shipping, just-in-time) 1 2 3 4 5 6 7 -9 
5.26 Contract data (e.g. supplier contracts, financing contracts) 1 2 3 4 5 6 7 -9 
5.27 Human resource data (e.g. competence, assignments) 1 2 3 4 5 6 7 -9 
5.28 Project management (e.g. deadlines, targets, virtual teams) 1 2 3 4 5 6 7 -9 
5.29 Personnel training/education (e.g. simulations, cases, teaching) 1 2 3 4 5 6 7 -9 

 

 
5.30 Regarding the development of the innovation

 how many organizations within and outside 

 the MNE has your unit had any important 

 exchange with?       (Tick one box) 

None  Between 

1-3 

Between 

4-9 

Between 

10-20 

Between 

21-30 

Between 

31-50 

More 

than 50 

-9 

 
5.31 With regard to the development of the innovation, with which (max 6) organizations within the MNE and/or on outside the 

MNE has your organization had the most important exchange?                                                                   (Mark all columns) 
Name 

 

If shared 

responsibility 

(see q.5.2), 

mark Y, 

otherwise N 

Counterpart type 

(e.g. Cus., Suppl., 
competitor, sales- or 

prod. or R&D unit) 

Within 

MNE, 

Div or 

Market 

Country of 

counterpart 

Age of 

relation-

ship 

1.      

2.      

3.      

4.      

5.      

6.      

 
5.32 With regard to development of the innovation, to what extent has each relationship with the counterparts, mentioned in Q.5.31, 

influenced its development in different periods?                       (Mark 1=not at all to 7=very much, -9=do not know/N.A.) 
 Year of Initiation In the middle of development 

period 

Year of Release 

1.    

2.    

3.    

4.    

5.    

6.    

 
5.33 With regard to development of the innovation, which is the level of co-operative contact between your organisation and 

each counterpart concerning the following issues?  

                                                                                  (Mark 1=no contact at all to 7=very extensive contact, -9=do not know/N.A.)  
 Technical issues Market potentials Financial resources 

required  

Co-ordination of the 

development process 

1.     

2.     

3.     

4.     

5.     

6.     
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5.34 With regard to development of the innovation, please evaluate the following statements:  

                                                 (Mark 1=totally disagree to 7=totally agree, where 4=neither/nor, -9=do not know/N.A)  
 This counterpart 

has participated 

closely in 

developing this 

innovation 

This counterpart 

has brought 

competence of 

use for the 

development of 

this innovation 

This counterpart 

has been 

important 

through 

specifying 

requests  

This counterpart 

has taken 

important 

initiatives for 

developing the 

innovation 

This counterpart 

has fully 

supported your 

interests in 

developing this 

innovation 

This innovation 

has partly been 

developed within 

the facilities of 

this counterpart  

1.       

2.       

3.       

4.       

5.       

6.       

 

5.35 With regard to the innovation, to what extent have your unit’s organization made specific adaptations in different 
activities to fit each of the following counterparts?                           (Mark 1=not at all to 7=very much, -9=do not know/N.A)  
 Basic research Technical 

development 

Production Marketing & 

sales 

Purchasing Service 

1.       

2.       

3.       

4.       

5.       

6.       

 
5.36 With regard to the innovation, to what extent has each of the following counterparts made specific adaptations in their 

activities to fit your organization?                                            (Mark 1=not at all to 7=very much, -9=do not know/N.A)  
 Basic research Technical 

development 

Production Marketing & 

sales 

Purchasing Service 

1.       

2.       

3.       

4.       

5.       

6.       

 
5.37 With regard to development of the innovation, which was the level of use of the following communication media with other 

counterparts?     (Mark 1=not at all to 7=very high, -9=do not know/N.A)  
 Face-to-face 

meetings  

Telephone Documents, 

Reports CDrom 
E-Mail 

Exchange 

Intranet  Extranet/EDI/ 

Web exchange 

Video- 

Conferences 

1.        

2.        

3.        

4.        

5.        

6.        

 
5.38 With regard to development of the innovation, how important were the following interaction forms         

                                                                      (Mark 1=not at all to 7=very important, -9=do not know/N.A)  
 Exchange of 

employees  

Exchange of 

managers 

Mutual 

representation 

on boards 

Temporary 

training at 

partner sites 

Cross-unit 

teams, project 

groups, etc. 

Conferences, 

workshops, etc. 

1.       

2.       

3.       

4.       

5.       

6.       
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5.39 With regard to development of the innovation, how many of the following seven departments/functional areas are in direct 

contact with each of the following counterparts? (General management, Basic research, Technical Development, Production, 

Marketing & Sales, Purchasing; Service)                                                                 (Mark -9=do not know/N.A)  

 No. of departments No. of people 

1.   

2.   

3.   

4.   

5.   

6.   

 
 

5.40 With regard to development of the innovation, evaluate the following statements:  

                                                          (Mark 1=totally disagree to 7=totally agree, where 4=neither/nor, -9=do not know/N.A)  
 HQ has 

participated 

closely in 

developing this 
innovation 

HQ has brought 
competence of 

use for the 

development of 
this innovation 

HQ has been 
important 

through 

specifying 
requests  

HQ has taken 
important 

initiatives for 

developing the 
innovation 

HQ has fully 
supported your 

interests in 

developing this 
innovation 

The innovation 
has been 

developed within 

the facilities of the 
HQ-organization  

The co-
operation with 

HQ has been 

characterized 
by frequent 

interaction 

Div HQ 

 

       

MNE HQ 

 

       

 

 
5.41 With regard to the following counterparts, evaluate the following statements:  

                                                          (Mark 1=totally disagree to 7=totally agree, where 4=neither/nor, -9=do not know/N.A)  
 You have a close business 

relationship with this 

counterpart in terms of 

sales and purchase of 

goods and services  

You have adapted your 

resources and activities 

very much to this 

counterpart  

This counterpart has been 

important for your business 

for a very long time  

It would be difficult for 

You to substitute this 

counterpart with some 

other company 

1.     

2.     

3.     

4.     

5.     

6.     
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6. TRANSFER OF INNOVATION-KNOWLEDGE 
 
6.1 With regard to transfer of the innovation, which is the total number of MNE or division/business area, counterparts that 

can be considered potential, attempted and realised objects of transfer? (Including MNE counterparts mentioned in 5.31) 

 
 No. of potential counterparts 

for transfer 

No. of counterparts where 

transfer has been attempted 

No. of counterparts where 

transfer is realised 

Inside Division/ 

Business area 

   

Inside MNE (outside 

division/business area) 

   

 
 
6.2 With regard to transfer of the innovation, which divisional/business area and MNE units, including those mentioned in 

Q.5.31, do you consider as important objects for transfer? (Choose up to three counterparts from the attempted and realised 

transfers listed in 6.1) (Mark all columns) 
Name 

 

If shared 

responsibility 

(see q.3.3), mark 

Y, otherwise N 

Counterpart 

type (e.g., 

sister sales- or 
prod. Unit) 

Within 

MNE 

or, Div  

Country 

of coun-

terpart 

Age of 

relation-

ship 

1.      

2.      

3.      

 
 
6.3 Evaluate the level of technical similarity between your organization and each of the following counterparts and to what 

extent the innovation transfer has been completed:                   (Mark 1=not at all, to 7=very high, -9=do not know/N.A) 
 Level of technical similarity Level of completed innovation transfer 

1.   

2.   

3.   

 

 
6.4 To what extent you had previously (beside this innovation) cooperated and shared knowledge together with the following 

counterparts:                                                                           (Mark 1=not at all, to 7=very much, -9=do not know/N.A) 
 Level of previous cooperation Level of knowledge shared 

1.   

2.   

3.   

 
 
6.5 Evaluate the following statements:           (Mark 1=totally disagree to 7=totally agree, where 4=neither/nor, -9=do not know/N.A) 
 The counterpart 

adopted the 

innovation very 

quickly 

The innovation has 

been very easy to 

adopt by this 

counterpart 

The knowledge is 

associated with high 

risk of imitation by 

competitors (in the 

case of this 

counterpart) 

The counterpart use 

extensive 

documentation 

about the innovation 

The counterpart has 

high knowledge 

about related 

technologies 

1.      

2.      

3.      
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6.6 With regard to transfer, to what extent has knowledge regarding the innovation been useful for the following 

counterparts’ activities?                                                                   (Mark 1=not at all to 7=very much, -9=do not know/N.A) 
 Basic research Technical 

development 

Production Marketing & 

sales 

Purchasing Service 

1.       

2.       

3.       

 
 
6.7 With regard to transfer of the innovation, to which extent has the knowledge been spread to the following counterparts 

during the following periods?                                                          (Mark 1=not at all, 7=very much, -9=do not know/N.A) 
 Before the release During the year of release  

(see 5.1) 

During the last year 

1.    

2.    

3.    

 

 
6.8 With regard to transfer of the innovation, evaluate the following statements for each of the following counterparts.                           

                                                                                 (1=totally disagree, 4=neither/nor, 7=totally agree, -9=do not know/N.A) 
 The starting point of the 

innovation transfer was 

much earlier than 

expected 

The first day of 

innovation use by the 

receiver was much 

earlier than expected 

The performance of the 

innovation transfer 

process was very 

satisfactory 

The actual costs of 

innovation transfer 

were much higher than 

expected 

1.     

2.     

3.     

 
 
6.9 With regard to transfer of the innovation, which was the level of use of the following communication media with other 

counterparts?                                                                                         (Mark 1=not at all to 7=very high, -9=do not know/N.A)  
 Face-to-face 

meetings  

Telephone Documents, 

Reports CDrom 
E-Mail 

Exchange 

Intranet  Extranet/EDI/ 

Web exchange 

Video- 

Conferences 

1.        

2.        

3.        

 
 
6.10 With regard to transfer of the innovation, which was the level of use of the following interaction forms with other 

counterparts?                                                                                        (Mark 1=not at all to 7=very high, -9=do not know/N.A)  
 Exchange of 

employees  

Exchange of 

managers 

Mutual 

representation on 

boards 

Temporary 

training at partner 

sites 

Cross-unit teams, 

project groups, 

etc. 

Conferences, 

workshops, etc. 

1.       

2.       

3.       
 
 

6.11 With regard to transfer of the innovation, please evaluate the following statements:  

                                                  (Mark 1=totally disagree to 7=totally agree, where 4=neither/nor, -9=do not know/N.A) 
 You hesitate to transfer the 

innovation as you will loose 

your advantage within the 
MNE 

The counterpart hesitates to 

receive the innovation as it 

was not invented by them 

Technical difference makes 

transfer problematic  

Organizational difference 

makes transfer problematic  

1.     

2.     

3.     
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6.12 With regard to transfer of the innovation, please evaluate the following statements:  

                                                 (Mark 1=totally disagree, to 7=totally agree, where 4=neither/nor, -9=do not know/N.A) 
 Lack of necessary 

resources within your 

unit to put in this 
specific relationship 

makes the transfer 

difficult 

Lack of necessary 

resources in the 

counterpart to put in 
this specific 

relationship makes the 

transfer difficult 

The innovation is 

difficult to use in the 

counterpart’s business 

The counterpart’s 
customers differs from 

your customers 

This counterpart is 

heavily involved in 

development activities 
with their counterparts 

1.      

2.      

3.      

 

 

6.13 With regard to transfer of the innovation, evaluate the following statements: 

                                                   (Mark 1=totally disagree to 7=totally agree, where 4=neither/nor, -9=do not know/N.A) 
 The HQ has formally 

instructed you to share this 

innovation with the 

counterpart 

The HQ have themselves 

been heavily involved in 

conducting the actual 

transfer process with the 

counterpart 

The HQ have taken the 

complete responsibility for 

the transfer of this 

innovation to this 

counterpart 

The transfer of innovation 

has occurred without any 

sanctions by HQ with the 

counterpart 

 Div HQ MNE HQ Div HQ MNE HQ Div HQ MNE HQ Div HQ MNE HQ 

1.         

2.         

3.         

 
 

6.14 With regard to transfer of the innovation, to what extent is this driven by the following factors?  

                                                                                                    (Mark 1=not at all, to 7=very much, -9=do not know/N.A) 
 Requirement 

from HQ 

HQ evaluation 

system  

Moving of 

personnel 

between your 

unit and the 

counterpart 

Existing 

routines of 

sharing 

knowledge 

with this 

counterpart 

Benefits to your 

own business 

from transfer of 

knowledge to 

this counterpart  

High 

dependence on 

this 

counterpart  

Geographical 

vicinity to the 

counterpart 

1.        

2.        

3.        

 

 

6.15 With regard to the innovation, to what extent has the following counterparts functioned as distributors of knowledge to 

other units within the division/business area and the larger MNE?  

                                                                                                    (Mark 1=not at all, to 7=very much, -9=do not know/N.A) 
 Within the division/business area Within the MNE, external to the division/business area 

1.   

2.   

3.   
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