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ABSTRACT 

 

A mandate is “a business, or element of a business, in which the subsidiary participates and for 

which it has responsibilities beyond its national market” (Birkinshaw, 1996, p. 467). In the past 

MNCs set up subsidiaries as miniature replicas of the parent firm but with a changing global 

market the role of the subsidiary has developed into holding specific mandates. Much has been 

written about how subsidiaries gain mandates, but in this paper we focus on what causes a 

subsidiary to lose its mandate. By using AstraZeneca’s R&D unit in Södertälje as a case we 

examine the loss of mandates and to what extent technological capabilities are connected to the 

loss of mandates. The paper shows that explaining the loss of mandates is complex and requires 

consideration of several perspectives. We here provide a starting point for other researchers to 

continue upon. 

 

Keywords: mandate, subsidiary, technological capabilities, patent, R&D. 
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1. Background 

In February 2012, the Anglo-Swedish pharmaceutical firm AstraZeneca announced the shut-

down of its R&D facility in Södertälje, Sweden. The company's unit workforce would be 

reduced by between 1,100 and 1,200 workers, which at that time represented around 28% of its 

total number of employees in Sweden (astrazeneca.se, om oss). The London-listed group assured 

in a results statement that the decision was a response to the start of a new set of restructuring 

initiatives to further reduce costs and increase flexibility in all functional areas. Part of the 

restructuring called for the closure of R&D activities in Södertälje and the creation of a “virtual” 

neuroscience team of around 40 to 50 scientists based in Boston, United States and Cambridge, 

UK (di.se, Över 1000 job bort på AstraZeneca i Södertälje, 2014). 

It is not unusual that firms choose to cut jobs and close some of its facilities, still we know very 

little about closures. In today’s world multinational corporations (MNCs) are facing a dynamic 

and global landscape in which it has become easier than ever before to organize and reorganize 

mandates and jobs across the globe. The changing dynamics of the MNCs have made several 

researchers look into how foreign subsidiaries are established and how they turn into successful 

units. Many have examined and made theories about what causes a subsidiary to gain and keep a 

mandate, but very few have look at the opposite phenomena. What causes subsidiaries to lose a 

mandate? (Kendall & Allen, 1992; Jarillo & Martínez, 1990; White & Poynter, 1984). Both in 

empirical and theoretical literature there has been a lack of studies on the loss of subsidiary 

mandates that leads to closure. Some researchers have tried to explain closures from the 

perspective of headquarters (HQ) and have developed the divestment literature, which refers to 

any procedure that decreases an MNC´s activities outside its home country (Benito, 1997, 2005; 

Benito and Welch 1997; Chow and Hamilton, 1993, Kobrin, 1980, 1991; Weston, 1989; Wright 

& Thomson, 1987). Divestment theory includes measures to lower the level of engagement of a 

subsidiary based on a HQ perspective (Almeida, P., 1996; Almeida & Kogut, 1997; Clark, 1997; 

Davis, 1974), but these approaches do not consider closures from a subsidiary mandate 

perspective. In this thesis we therefore aim at, to some extent, fill in the gap and the blanks in 

this field. 

Though there might be several, and slightly varying definitions of a mandate we use the 

following since it is commonly used and captures the essence of a mandate: “The subsidiary 
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mandate is a business, or element of a business, in which the subsidiary participates and for 

which it has responsibilities beyond its national market” (Birkinshaw, 1996, p. 467). In our study 

we draw upon literature that deals both with the gaining, keeping and losing of mandates in order 

to find signs and explanations to the loss of mandates in subsidiaries. 

To explore the matter further we conduct a case study by looking at AstraZeneca and the closure 

of its R&D facility in Södertälje. They lost their R&D mandate which meant that they had to 

close the facility. We find it a very illustrative and relevant case, which we will look into in order 

to find additional empirical information that might contribute to the knowledge of how mandates 

are lost. Though the official statement made by AstraZeneca´s HQ declared that the closure was 

a matter of cutting costs it did not specify why cost were to be cut specifically at Södertälje and 

not at some other unit of the firm and this is why we find it a relevant case. There is another 

particularly interesting aspect of the AstraZeneca event, which makes it good, relevant and 

interesting for further study. The facility in Södertälje had been portrayed as a high-performing 

subsidiary in which the firm had invested expensive and important technology even some years 

before the closure. According to most observers it was an excellent R&D unit with high 

technological capabilities and the most prominent subsidiary in Sweden and the world 

(sverigesradio.se, 2014). 

From what we know of subsidiary mandates theory it should therefore have been “safe” so to 

speak. But apparently it was not. According to theory you will gain and keep a mandate as long 

as you are performing well and are delivering profitable results (Asakawa 2001, Vol. 31; Drug 

Discovery & development, 2002; Hennart 1982). But Södertälje lost its R&D mandate despite 

the fact that they seemed to fulfill these requirements. We will use this seemingly paradoxical 

case to look into how subsidiary mandates are lost. 
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2. Research Questions 

In this thesis we aim at contributing to the filling of the gap in research about the loss of 

mandates. What causes a subsidiary to lose a mandate? This is of course a very big and broad 

question and there may be many and varying answers depending on what perspective one 

chooses. Therefore we see a need to narrow down our focus and our perspective. Since it has 

been proven that R&D plays a significant role in the distribution of mandates we will look at 

technological capabilities in R&D units (Asakawa, 2001). As a complement to the patents we 

will also conduct interviews with former employees at AstraZeneca in Södertälje in order to 

enhance our understanding and get a broader picture. Our research questions therefore are: 

 

1. What causes a subsidiary to lose a mandate? 

 

2. Even more specifically: To what extent are technological capabilities connected to the 

loss of mandates? 

 

 

3. Empirical Approach 

Very little is known about what causes a particular subsidiary to lose its mandate (Kendall & 

Allen, 1992; Jarillo & Martínez, 1990; Birkinshaw, 1996). Therefore we chose to try to address 

this gap. Our research is on the border of being an explorative study that can help researchers get 

a better and more detailed understanding of this phenomenon. Yet in order to explore the field 

we looked at the case of AstraZeneca. In this AstraZeneca case study we use both qualitative 

methods and quantitative methods. Since Södertälje was an R&D department and one of our 

main questions is what connection there is between technological capabilities and the loss of 

mandates we used patents as a means to answer the question. We also conducted interviews with 

people connected to the AstraZeneca case in order to get an inside-view of what happened and 

what led to the loss of Södertälje’s mandate. The patent patterns were used to see the link 

between mandate loss and technological capabilities and we then complemented the picture by 
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conducting interviews and analyzing annual reports. We used these methods in order to further 

enhance our understanding of what causes a subsidiary to lose its mandate. 

 

 

Figure 1. Illustration of the Empirical Approach 

 

  

 

Through our research we found several interesting things about the loss of mandates. These will 

be discussed in more depth later on in this paper yet here we summarize our key findings as 

follows. Technological capabilities do play an important role in the loss of mandates, but it is not 

the only influencing factor. In the case of AstraZeneca it was a HQ initiated re-structuring of the 

organization in combination with signs of technological weakness that led to the closure of the 
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R&D unit in Södertälje. The image of Södertälje as a strong and high-performing unit was not 

completely true. They showed weakness in their technological capabilities and failed to meet the 

demands of the firm’s overall strategy. We have found that it is indeed important to be strong, 

productive and technologically capable. But in the end it is the HQ that set the strategy and 

decide what mandates should be gained and lost. 

 

 

3.1 Limitations 

We are aware of the limitations in our study. One limitation resides in the literature sources 

themselves for both the gaining, keeping and losing of a mandate. The fact that the literature we 

study spans a period of time of four decades from the beginning of 1970 until 2012 may in the 

eyes of the reader pose a problem. One might ask if it is relevant with literature than spans more 

than 40 years. But we have chosen this literature to get an in depth understanding of the current 

knowledge on the gaining, keeping and losing of mandates. It is also worth noting that much of 

the research that has been done with regard to mandates has been done by Julian Birkinshaw. He 

has taken a great interest in the processes that involve the distribution of mandates and in turn he 

is quoted by several other researchers. The fact that such a large portion of research has been 

made by one single person and his colleagues is to us only further proof that this is an 

underexplored field and that our research approach is indeed valid. 

When it comes to our choice of the empirical case that we study we are aware that looking at 

only one case cannot give the full picture and we are not able to draw in fully general 

conclusions. However, since this is an underexplored field of research our thesis is to be seen as 

a starting point, a piece of research that can start filling the research gap and form a foundation 

upon which other researchers can later continue. We can point out certain things, awaken interest 

and aim at to some extent filling in the blanks about what causes subsidiaries to lose a mandate. 

But we have to leave to others to examine the matter further. 

Furthermore, we are aware of the fact that not all knowledge creation and all innovations are 

patented and from a methodological point of view that a study based purely on registered 

patents, as an indicator of technological capabilities, therefore cannot give the full picture. But as 



Uppsala University 
Spring 2014 

Rodrigo Ceciliano & Kristina Thorn 
Master Thesis 

 

 
 

10 

already stated this topic is wide and we argue and believe that patents and technological 

capabilities are one valid way of looking at the question. In the literature on how mandates are 

lost it is stated that R&D patterns are factors that influences whether a mandate is lost or kept 

and we feel certain that we, by using these methods, have captured a valuable understanding of 

AstraZeneca’s technological capabilities. We leave to others to study the matter from other 

angles, using other methods and tools and thereby enhancing our understanding of the 

phenomena.  

As for our interviews we face the limitation with biases and it might be hard to get access to 

inside-information as people generally are not very keen to disclose their mistakes and problems. 

However we conducted these interviews in an open-ended way and as a complement to our other 

data collection. Therefore we see it as a good way to deepen our understanding of the matter. 
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4. Contribution to Research 

In a changing world it is important to know both what to do in order to be successful and gain a 

mandate, but also what traps to avoid. We hope and believe that our findings contribute to 

research by providing a possible scientific explanation to what causes subsidiaries to lose a 

mandate. We contribute mainly by seeing what role technological capabilities have and how they 

may combine with other factors to explain the loss of mandates. We also contribute by piecing 

together the current knowledge about the loss of mandates that previously has been scattered as 

by-products in studies regarding gaining and keeping mandates. We can thereby provide a 

starting point for other researchers who want to examine this matter further from this 

perspective. 

 

 

5. Structure of the thesis 

This thesis is structured into three parts. The first part is a systematic review of the literature 

regarding subsidiaries gaining and keeping mandates and followed by an in depth review of the 

limited existing literature about how subsidiaries lose mandates and enriched with findings about 

it from within the literature about gaining and keeping mandates. The literature comes from 

many different fields and gives a broad picture of the current knowledge in this field. The second 

part consists of our quantitative findings from the patent database regarding AstraZeneca and the 

results from the qualitative interviews conducted with people at AstraZeneca. The last part of 

this work has two elements, a discussion and analysis of the findings from the literature and the 

quantitative and qualitative case study, and lastly we draw conclusions and point out the way for 

further studies. 
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6. Literature review 

6.1 Definition of Mandates 

The main question we deal with in this thesis is what causes a subsidiary to lose its mandate. In 

order to answer that it is important to have a clear conception of what a mandate is. As already 

stated a “subsidiary mandate is a business, or element of a business, in which the subsidiary 

participates and for which it has responsibilities beyond its national market” (Birkinshaw, 1996, 

p 467). Other authors have used similar definitions and defined a mandate as “a license to apply 

the subsidiary´s distinctive capabilities to a specific market opportunity. This is translated into 

holding a global responsibility for a product line” (Moore, 1995 p. 28). For example a mandate 

can thereby be the production of a certain product or component. It may be a marketing mandate 

or a mandate to be responsible for all operations within a geographic region or even globally. In 

the present study such a mandate that was lost was one of R&D in the pharmaceutical industry. 

Though there may be several, and slightly varying definitions we use the one set out by 

Birkinshaw (1996, p. 467) where a “subsidiary mandate is a business, or element of a business, 

in which the subsidiary participates and for which it has responsibilities beyond its national 

market”. We use this definition since it is commonly used by several other authors and captures 

the essence of a mandate. 

Historically subsidiary mandates were placed in other countries as a part of an 

internationalization process. It was merely a matter of expansion, land-gaining and competence-

exploiting. Each subsidiary was located in order to exploit the resources and capabilities of its 

local market and there was relatively little connection between different subsidiaries and their 

mandates (Cantwell & Mudambi, 2005). John Dunning et al. (1993, Dunning & Narula, 1995; 

Dunning & Sarianna, 2008) shows that companies expanded its production abroad when it 

possessed tangible or intangible assets that brought advantages over competitors. Firms added 

value to their assets by establishing foreign operations of their own in specific locations. The 

foreign subsidiaries were established to ensure that the MNC had access to important natural 

resources, markets and technological developments. Direct and easy access to these kinds of 

assets was seen as crucial to the MNC (Dunning, 1993; Dunning & Sarianna 2008). Many 

foreign subsidiaries were set up as “miniature replicas” and branch plants of the mother firm 

(White & Poyner, 1984; Birkinshaw, 1996). 
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Yet as the world develops the view on the role of subsidiaries and their mandates change too. 

Due to this constant change and evolution there is much written about how mandates are gained 

and what efforts are needed to keep them (Jarillo & Martínez, 1990; Papamasstasious & Pearce, 

1997; White & Poynter, 1984). We will now make a review of the current literature on how to 

gain, keep and eventually also lose a subsidiary mandate in order to clearer see what is known in 

these areas and what gaps need to be filled. 

 

6.2 How To Gain A Mandate 

Literature referring to the gaining of mandates spread over time with a number of sources, 

especially from the beginning of the 1970s up to 2012. The largest numbers of contributions to 

the topic are concentrated to the 1990s and onward. There seems to be a trend among researchers 

and that it was at about that time that an interest in mandates was stirred. In this literature on how 

to gain a mandate we have identified different key dimensions that influence the process. In the 

following section we have highlighted the main areas that research findings can be divided into. 

The key approaches are: Headquarters decide, and subsidiary taking initiatives. 

 

Headquarters decide: In many traditional models researchers are telling us that it is headquarters 

(HQ) that decide what kind of mandates should be given to what subsidiary. HQ has an overall 

strategy and based on this they distribute mandates to the subsidiaries that they think are most 

likely to perform and enhance the corporate strategy the most. But strategy can vary over time 

and this is similar to Hymer’s (1970) view on the MNC as a dominating actor who rule the world 

from the top of skyscrapers. Researchers such as Franko (1976), Bartlett and Ghoshal (1986, 

1989), Chandler (1990), Dunning (1993) and Moore (1995) point out that the mandate 

distribution under this approach is based on the strategy of primary investment. HQ aim to 

control revenue targets, sales growth and market shares in order to be profitable and acquire 

transnational growth (Segal-Horn & Faulkner, 1999). Subsidiaries are given diverse roles and 

mandates in order for the firm to develop its central strategies of growth and expansion. In other 

words, the possibility of gaining a mandate if fully determined by HQ and their view on how 

well the subsidiary fits into the overall strategy together with other subsidiaries. In line with this 

Scott and Gibbons (2011) also identified the trend that MNC headquarters are more and more 
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trying to control its subsidiaries and align them into an overall strategy. Kendall and Allen 

(1992) found that a subsidiary’s chances of gaining a mandate are based on its geographical 

location. Thereby it is very little that the subsidiary itself can do in order to gain a mandate. New 

economic settings such as the European Union (EU) and North America Free Trade Agreement 

(NAFTA) are making it easier to relocate mandates to lower cost countries. It is becoming easier 

for HQs to control the subsidiaries, which make it harder for the subsidiaries to determine their 

own fate. 

 

Subsidiary taking initiatives: Reilly, Scott and Mangematin (2012) found that since the world 

was becoming more a global arena of competition, subsidiaries are constantly facing the threat of 

being closed as operations are transferred to lower cost countries. For many subsidiaries the way 

to survival has been strategic initiatives and acting on local opportunities. According to 

Birkinshaw (1997) some of those initiatives are entrepreneurial processes, which begins with the 

identification of an opportunity and culminating in the commitment of resources to that 

opportunity. Reilly, Scott and Mangematin (2012) continue that when the headquarters see these 

initiatives and realize that they can be used globally the initiating subsidiary is looked upon in a 

favorable light, gain the mandate to proceed and is at least for a while protected from closure. 

But this procedure follows a cycle. First the subsidiary takes initiatives and show that it is 

competitive in the network of the MNC. After a while headquarters might start to see that the 

subsidiary is becoming a little bit too independent and aggressive. It becomes a threat and 

sanctions are made to get the subsidiary more aligned with the overall strategy of the firm. 

However, as time goes by it becomes too much alignment and too little differentiation between 

the subsidiaries of the firm. And so a new round of initiative taking starts among the subsidiaries. 

According to this strand of literature the subsidiaries has the power themselves to grasp an 

opportunity, prove their potential and gain a mandate. 

 

Reilly, Scott and Mangematin (2012) also point out that that relationship with headquarters is 

important in the subsidiary’s effort to gain a mandate. A subsidiary that makes the effort and 

seeks a strong relationship with HQ will have a better insight into the MNC’s overall strategy 

and it can thereby adapt itself and its initiatives more easily to suit the preferences of the firm. 

Asakawa (2001) also speaks about the importance of having a strong relationship with HQ. The 

more one is connected to HQ the more attention and support one can get from them. In this 
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strand of literature the subsidiary therefore has power to determine its own fate and the gaining 

of mandates. For instance, Zander (2013) suggests that subsidiaries gain a mandate when they 

can offer something more than just the exploiting of already existing advantages. If the 

subsidiary can offer complementary knowledge, new advantages, technological capabilities or a 

combination of all these it is likely to gain a mandate. In recent findings mandates appear to be 

gained by the exploration of knowledge rather than exploitation of it, generating new technology 

for the benefit of the MNC (Blomkvist, Kappen & Zander, 2012). The subsidiary can focus on 

building a strong relationship with HQ and it can take its own initiatives and prove that it 

deserves a mandate.  

 

Summary: As we have seen there are several different theories about how mandates are gained. 

Some say it is all up to HQ to determine the distribution of mandates and that the decision is 

based on internationalization strategy. Others say that it is the subsidiary that has to take the 

initiative and has the power to influence the decision. Birkinshaw (1998) concludes that 

subsidiaries are established and mandates distributed for a variety of reasons and with different 

motives. In most cases it is part of the firm’s overall internationalization strategy. It may be a 

matter of resource seeking, market seeking or even efficiency seeking. In many cases, mandates 

are the result of evolutionary processes. A single theory cannot fully explain why subsidiaries 

gain certain mandates. It is a matter of adaptation to a changing world and a dynamic strategy of 

the MNC (Birkinshaw, 1998). 

 

6.3 How To Keep A Mandate 

In the literature there is also several studies done on how to keep a mandate once one has gained 

it. Here we also have identified some key dimensions that summarize and capture the essence of 

the literature. These key dimensions are: Management and competition, competence creation and 

intra-firm bargaining power. 

 

Management and competition: The academic literature often refers to active managerial 

activities as a way to keep and develop a mandate. To handle competition from external actors as 

well as other subsidiaries within the firm there is a growing need for good management skills 

(Crookell, 1984; Morrison, 1990). The fact that the world is becoming more competitive is not 
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new. Porter (1980) has pointed out that in an environment where there is little competition there 

is little motivation for the actors to be innovative and have efficient management. However as 

the market becomes more competitive these qualities becomes more and more important. 

Drawing on this it is important to see that today´s MNCs are in a highly competitive 

environment. The subsidiaries are facing both internal and external competition and there is a 

growing need for them to be innovative and well managed in order to survive the competition 

(Birkinshaw, Hood &Young, 2005). 

 

Competence Creation: During the last decades the trend among MNCs has been to provide more 

freedom to subsidiaries´ operations in order to benefit from the interaction and learning of their 

environment, access local resources and competencies and to achieve learning and dynamics 

throughout the MNC (Andersson et al., 2007). In the environment of the global market the role 

of the subsidiary cannot any more be that of merely competence-exploiting (Cantwell & 

Mudambi, 2005). Subsidiaries are becoming more and more technologically advanced 

(Blomkvist, Kappen & Zander, 2010) and both innovativeness and entrepreneurial skill are 

needed on a larger scale than before. The role of the subsidiary has become that of competence-

creators if they want to keep their mandates (Cantwell & Mudambi, 2005). 

Another important factor in competence creation for the subsidiary is its age. Older units tend to 

be better at creating competence and use their resources efficiently. As new subsidiaries are 

established HQ tend to give equal resources to them all. But with the passing of time some 

subsidiaries start to develop and transform their resources into more competence creating ways. 

In the beginning the subsidiary is therefore primarily an implementer of headquarters-developed 

strategy but as time goes on it might evolve into the keeper of a global mandate (Kendall & 

Allen, 1992). This phenomenon was observed during the 1980s when subsidiaries were given 

worldwide responsibilities for the complete set of value activities for a product line. The unit 

managers were given full responsibility for both R&D, production and marketing activities 

globally (Rugman & Bennett, 1982; Poynter & Rugman, 1983; Crookell, 1984; D´Cruz, 1986). 

According to this strand of research the key to keeping a mandate is to be innovative, create 

competence and draw strength from ones experiences. 
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Intra-firm bargaining power: At the beginning of the 21
th

 century studies indicated that 

networks and bargaining power were vital for subsidiaries. As many units acquired significant 

independence in all aspects of their operations the units gained considerable intra-firm 

bargaining power to influence the distribution of the firm´s resources (Mudambi & Navarra, 

2004). Thus, the subsidiaries develop an inter-dependence that allows them to design and 

enhance their competitive outputs (market knowledge) and inputs (asset-seeking and learning). 

International companies experience changes in their environments and their subsidiaries compete 

against each other to adapt and expand their roles beyond traditional downstream activities into 

upstream activities (Söllvell & Zander, 1998). Here research and development, component 

production, strategic marketing and support activities became important mandates as those 

mandates come with both a geographical competitive advantage and product responsibility 

(Gupta & Govindajaran, 1991). Managers were found as key actors in this process as they 

constantly seek profits and value creation both for the shareholders and for the unit. Managers 

exercise bargain power in all MNCs, and as this power rises, ceteris paribus, headquarters´ 

ability to control them decreases and the subsidiary can keep its mandate (Mudambi & Navarra, 

2004). 

It has been shown that R&D is the most profitable means to obtain bargaining power. 

Internationally it is been established that intangible assets, such as knowledge creation through 

R&D, is a vital basis for allowing a forward path into new and foreign markets. These assets 

offer a competitive advantage that cannot be transferred and therefore the subsidiaries that 

possess them are likely to keep them (Hennart, 1982). R&D has been the most important 

intangible asset of MNCs during the last decades since MNCs have been undertaking it in 

different subsidiary locations (Edler, 2008). For instance, by the 1980s the volume of industrial 

R&D performed in Sweden was declining, but the total R&D performed by large Swedish 

MNCs, including that in foreign subsidiaries, was continually expanding (Håkanson, 1995). A 

subsidiary´s bargain power must be based on intangible assets over which property rights are 

hard to define and enforce (Nonaka & Takeuchi, 1996). A strong focus on R&D can therefore 

give the subsidiary the bargaining power it needs in order to keep its mandate. 

Keeping a mandate is therefore all about ensuring that the subsidiary has a strong intra-firm 

bargaining power gaining for example through R&D efforts. This bargaining power can then 

affect the headquarters decision on how resources and mandates should be distributed. 
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Summary: In order to keep a mandate prior literature suggested that you need several things. A 

good management team that efficiently and effectively can lead the subsidiary is required. The 

foreign subsidiaries also need to be competitive in what you do. Creating competence and being 

innovative is wished. Further you also need to have a strong network within the MNC that can 

supply you with sufficient bargaining power to keep your mandate. A focus on intangible assets 

such as R&D can provide you with the needed bargaining power that will help your subsidiary to 

keep its mandate. These factors are related to each other and it is hard to differentiate between 

them and draw clear lines between cause and effect when it comes to keeping mandates. As a 

conclusion though research has shown that good managers are more likely to be innovative, 

create strong networks and thereby gain bargaining power to keep a mandate (Mudambi & 

Navarra, 2004). 

 

6.4 How To Lose A Mandate 

Just as in the cases of gaining and keeping mandates there are theories on how mandates are lost 

and we will now proceed to review them. It is worth noting that several of these theories are 

found within the literature about gaining and keeping. Nevertheless, researchers seem more 

interested in writing about gaining and keeping and have not highlighted their contributions to 

knowledge about the loss of mandates. The findings others have made about the loss of mandates 

appear to be mere by-products of their research and therefore gain little attention. In this section 

we have pieced together these different comments and insights about the loss of mandates that 

other have made in their studies of gaining and keeping mandates. In the literature we have 

thereby identified the following reasons for a loss of mandates.  

 

Poor management and divestment of resources: In the Internationalization Process literature we 

find some explanations as to how mandates are lost. It is stated that managerial performance is 

an influencing reason for closure (Boddewyn, 1979). Poor management causes HQ to invest their 

resources elsewhere. This divestment of resources leads to even poorer financial performance 

and lack of strategy for the subsidiary (Birkinshaw & Hood, 1998) which in turn generates 
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problems at organizational level in the relationship between subsidiary and HQ. As have been 

showed by Reilly, Scott and Mangematin (2012) this can prove fatal to the subsidiary since the 

connection with HQ is vital in the international competition against external actors and against 

other internal units that all fight to gain mandates in order to survive. When this happens many 

managers at the threated subsidiaries implement strategies to fight for equilibrium and maintain a 

vis-à-vis relationship with its parent. For instance, R&D laboratories tend to evolve through their 

own initiative toward higher value-added R&D work (Birkinshaw & Hood, 1998). R&D is one 

of the most flexible and selected elements from the units as a differentiating factor among units. 

But with poor management the unit will get little resources to its R&D efforts. And with little 

resources a downward spiral of subsidiary decline starts where the subsidiary can be less and less 

innovative and have less and less insight into the overall plans of the firm. At the same time the 

subsidiary needs that insight in order to survive. Management skills are needed to demonstrate 

that the subsidiary is valuable and keep it from falling into a pattern of decline which will 

ultimately lead to the loss of mandates (Scott & Gibbons, 2011). 

 

Lack of fit with HQ interests and strategy: In some cases it is the HQ’s direct wish that a certain 

subsidiary should not develop any further. There might be a risk to clash with its local 

environment which makes the MNC obligated to undertake activities that are costly and not in 

the interest of the HQ. For instance it might be instances with politics, local legislation or 

environmental policies. This can be a reason why mandates are lost (Birkinshaw & Hood, 1998). 

Subsidiaries gain a mandate based on their capabilities at one point in time. But after a while 

they may start to realize that they lack strategic fit with HQ´s plans and expectations. At this 

point lack of resources in the subsidiary, non-strategic assets and lack of market shares are some 

common characteristics of mandate losses according to Birkinshaw (1996). As the subsidiary 

lacks both strategic relatedness to the parent firm and has a weak resource position it will 

ultimately lose its mandate (Birkinshaw, 1996). 

Since many foreign subsidiaries have been set up as “miniature replicas” and branch plants of the 

parent firm this in itself can be a threat to the subsidiary’s existence. The very fact that they are 

so similar to HQ can lead to closure since HQ sees them as threats (White & Poyner, 1984). In a 

contrary manner Birkinshaw (1996) states that subsidiaries that are given a mandate based on a 
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product or specific interest to HQ face the risk of becoming marginal to the corporate strategy 

over time and thereby the risk of closure increases. In other words, being too similar with HQ 

can be fatal for the subsidiary. But being too differentiated and specialized can also prove fatal 

(Birkinshaw, 1996). 

 

Local competition and global synergies: Birkinshaw and Hood (1998) propose that each 

subsidiary of the MNC operates in its own unique environment, which determines the activities 

of the subsidiary. The environment consists of the nature of the local environment where 

customers, competitors, suppliers, and government bodies can become elements of influence on 

the activities undertaken by the subsidiary. Those elements work as triggers to catalyze the 

subsidiary to develop some capabilities that might lead to sophisticated levels of technology that 

can be used globally in the firm. As HQ identify these possible global synergies from the local 

market the subsidiary is likely to keep its mandate. However this task is difficult and usually 

subsidiary managers have to perform above expectations to constantly show the global benefits 

from the local environment to the HQ. It is the failure to do this that leads to closure. The failure 

to outperform both internal and external actors and be differentiated from them puts the 

subsidiary in a bad light. If one cannot show the positive synergies and outcomes for the entire 

organization based on the local environment it is likely that the mandate will be lost and 

operations moved elsewhere (e.g. Bishop & Crookel, 1986). 

 

Changes in the global market: Current studies indicate that cost-driven factors and 

environmental pressure on management are among the most common reasons for possible 

mandate loss. MNC corporations tend to shift their domestic and foreign subsidiary operations to 

lower cost locations thereby undermining managers´ ability to achieve the knowledge-sharing 

and strategic perspective required to add value (Scott & Gibbons, 2011). The world is more 

accessible to trade, which provides organizations with access to new markets and to cheaper 

inputs which means that the competition among subsidiaries intensifies (Mudambi, 2008). IT is 

also playing a new role in the way MNC and subsidiaries interact. Sophisticated IT reduces costs 

and increases collaboration internally and externally for the corporation (Scott & Gibbons, 

2011). Additionally, it is indicated that supervision, monitoring and standardization of processes 
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within all the units of the MNC reduces the subsidiaries’ unique competitive advantages. There 

is less room for flexibility and taking advantage of local opportunities and resources. While 

headquarters may have the “big picture” and be able to coordinate the distribution of activities 

across subsidiary units, this approach reduces the potential of individual subsidiaries to achieve 

synergies (Scott & Gibbons, 2011). As it is becoming easier to relocate mandates to the other 

side of the world the pressure on subsidiaries increases. And those who cannot stand the pressure 

and competition from low cost countries will lose their mandates. 

Breaking the value chain down into threads of activities enables HQ to price activities separately 

and to relocate the activities to the lowest cost producer, either inside or outside the organization 

(Buckley, 2009). Scott & Gibbons (2011) indicate that as information and virtual products can be 

transported seamlessly from almost anywhere, the impact of distance is minimized. This enables 

both manufacturing and to an increasing degree also R&D to shift to geographically remote 

locations. When MNCs now have many possible new locations to shift mandates to, the decision 

to select which one is made easier by looking at the managerial performance of the subsidiaries. 

This put further pressure on subsidiary management. They must be competitive in a strategy that 

they do not have full insight into. The failure to accomplish this leads to the loss of mandates 

(Ghoshal & Bartlett, 1988). 

 

R&D and interdependencies: For many subsidiaries R&D has become the way to stay 

competitive. As already mentioned R&D has proved to be a powerful means to keep a mandate 

(Asakawa, 2001). But this has also created new conflicts within the companies. Units used to 

spend great efforts on developing their own key elements for their own markets. Eventually 

R&D went through its own internationalization process which put tension among the units. 

Headquarters wanted to share information between units and change the control processes which 

affected mandates. But this sharing of information was not popular among subsidiaries. There is 

no incentive to be unique in knowledge-creation if in the end it will all be shared with others that 

can then catch up. A possible scenario is that a certain subsidiary creates knowledge that is then 

shared with other units who in turn catch up and may even outperform the original subsidiary 

that thereby faces an increased risk of closure. (Asakawa, 2001). 
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As MNCs try to control the outcomes of knowledge production from strong and technologically 

capable units a complex pattern of interdependencies develops (Ietto-Gillies, 1990). When the 

advantages and gains of being innovative are taken away and shared with everyone the 

incentives for the individual subsidiaries decreases (Björkman & Forsgren, 1997). At the same 

time Mudambi and Navarra (2004) argue that units get low bargaining power when they become 

dependent on knowledge inflows from other units in the MNC. When a subsidiary thus becomes 

dependent both on its local market and on the knowledge and R&D done elsewhere the risk of 

losing mandates increase as HQ see a need to interfere and resolve this situation. It is thereby in 

the subsidiary’s best interest to be competitive and innovative but as headquarters spread the 

gains among all its units the incentives to focus on R&D decrease. It is a fine balance for the 

subsidiary. To be innovative but have the gains shared with others. Or to be dependent on others 

innovations and face an increased risk of closure. 

The loss of mandates is not always the opposite of gaining mandates. As MNCs are growing into 

more and more complex subsidiary networks a pattern of interdependencies emerges that make 

decisions about mandate distribution harder for HQ. For instance, subsidiaries with weak 

bargaining power can transfer resources to stronger ones. At the same time units with strong 

bargain power may have weak financial performance. Business literature explains that low 

bargaining power is the result of the transferring flows in order to stimulate production in both 

sides of the relation. It is a tradeoff between the unit where the resources are taken and the unit 

where the resources are placed. In this case the risk to lose mandate for both sides is quite high. 

The unit with high bargaining power but low financial performance and the unit with low 

bargaining power but good financial performance become mutually dependent on each other 

(Mudambi and Navarra 2004). So if a unit is not capable of creating value and knowledge 

through R&D it is highly possible that this will affect not only the unit´s own performance and 

mandates but also those of other units. The intra-firm network of mutual dependence among the 

subsidiaries creates a complex situation where one unit has to spend time and effort on R&D in 

order to save someone else. 
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Evolving lifecycle: Asakawa (2001) has studied the internationalization of R&D in Japanese 

firms. He talks about subsidiary mandates as an evolving and constantly changing element. He 

describes it as a lifecycle. The subsidiary begins as a Starter which gets a lot of help and 

attention from headquarters. It enjoys connected freedom as it is relatively independent yet still 

closely connected to the mother firm. After this stage the subsidiary becomes an Innovator. Just 

as Reilly, Scott and Mangematin (2012) pointed out the subsidiary starts taking its own 

initiatives and come up with original ideas. It is in a phase of isolated freedom where it is doing 

its own thing. Lastly the subsidiary reaches the stage of being a Contributor. It is the most mature 

phase where the subsidiary distributes knowledge to other units within the firm. This is called 

connected control and is seen as a positive stage for the subsidiary. And after this stage the 

mandate is lost. It is a lifecycle the inevitably ends in closure (Asakawa, 2001). 

Birkinshaw (1996) has also found and described the loss of mandates based on the traditional 

perspective of evolution. It is a process of first gaining a mandate, secondly developing the 

mandate and finally losing it, which can be described as a mandate lifecycle. Although the model 

requires more both theoretical and empirical support it is a viable explanation to the loss of 

mandates (see also Bruzeilus & Skärvad, 2012). Gaining, keeping and eventually losing a 

mandate is thereby not something that the subsidiary can control. It is an evolutionary process, 

which ultimately will lead to loss no matter how well the subsidiary performs. 

 

Summary: Though there is not much literature on how mandates are lost there are some specific 

dimensions pointed out in the literature that can lead to the loss of mandates. Poor management, 

lack of resources and insight into overall strategy are some factors. The changing global 

economic landscape is another factor that increasingly affects the distribution of mandates, why 

some are gained and others lost. Further the complex interdependencies between different 

subsidiaries and their internal struggles for bargaining power can cause mandates to be lost. Still 

other researchers say that mandates have a lifecycle and that it in the end does not matter if the 

subsidiary performs well or not. It is simply an evolving process where you in the end always are 

bound to lose. 

We have seen that both gaining, keeping and losing subsidiary mandates can depend on a variety 

of factors. We have also seen that R&D in many cases plays an important role in determining the 
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fate and the power of a unit. The general conclusion of the literature review though is that not 

much focus has been given explicitly to the loss of mandates. The dimensions we have found 

here are to a large extent found as by-products from studies about how mandates are gained and 

kept. There indeed seems to be a need to further explore this field and find an answer to our 

questions. What causes a subsidiary to lose its mandate? And to what extent are technological 

capabilities connected to the loss of mandates? 

We will now proceed to study the matter of loss further by looking at the case of AstraZeneca. 

After a review of the method that has been used, we look at its development and ultimately loss 

of its mandate from a quantitative angle, and then from a more qualitative perspective. 
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7. Method 

Since this thesis deals with an underexplored field it is useful to carry out exploratory research 

which can help researchers get a better and more detailed understanding of phenomena, test the 

feasibility of a more extensive study, or determine the best method to be used in a subsequent 

study to conceptualize the phenomenon (Shields & Rangarjan, 2013). We use a case study 

because it is a research tool that combines different means of gathering information that can 

complement each other and give a broader and deeper perspective of the phenomena (Yin, 

2009). Furthermore, a case study is of particular use when a contemporary phenomenon is to be 

examined in its real-life context and it might be difficult to distinguish between the phenomenon 

itself and its context (Yin, 1981). 

It has been shown that case studies can combine quantitative and qualitative elements (Bryman, 

2006; Yin, 1986). For example a case study may include both statistical analysis of data and also 

in-depth interviews that can further explain and add understanding to how the data should be 

understood. Therefore we find that a case study provides us with structure that is suitable for this 

kind of research. According to Feagin et. al (1991) the characteristic of one single case study 

supported by interviews, independently the number of interviewed people, can contribute to a 

holistic understanding of a complex and unique cultural system of actions. Single case studies 

are thus unique opportunities to reveal unforeseen situations or phenomena that confirm or 

challenge a theory or represent a unique or an extreme case (Yin, 1986; Brenner, 1985). 

In the literature review above we have explored both how subsidiaries gain, keep and lose 

mandates. We did this in order to find characteristics and elements that can provide us with a 

clearer understanding of how mandates work. As we read about the gaining and keeping we got a 

clearer understanding that then helped us piece together the current knowledge on the loss of 

mandates though such literature is scarce. To further enhance our knowledge about the loss of 

mandates we used AstraZeneca’s unit in Södertälje as an empirical case. We find it a good event 

since it both is recent and also became a rather paradoxical situation. AstraZeneca had invested 

vast amounts of money in Södertälje and they were portrayed as a leading subsidiary in the firm. 

Yet they lost their mandate (Drug Discovery & development, 2002). If they were as good as 

everyone thought they were, why did they lose their mandate? To what extent are technological 

capabilities connected to the loss of their R&D mandate? 
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We use technological capabilities as an inroad to understanding the loss of mandates. To capture 

technological capabilities we chose patents as an indicator tool since it is proven that patents can 

be used as a valid measure of productivity and knowledge creation (Griliches, 1984; Jeffe, 1993). 

We traced patents from Derwent World Patent Index® which is the most complete source on 

earth for global patent data, scientific literature, business information and news content, covering 

the world’s most important patent authorities (www.thompson.com, 2014). For our study of the 

patents we followed up on a previous data collection done by master student and research 

assistant Christian Möller
1
. Based on the data he had collected concerning the patents of 

AstraZeneca’s subsidiaries we conducted our study in several steps. 

 

Patents as Indicator of Technological Capabilities 

The dataset we got from Christian Möller included patents from all firms whose name includes 

“Astra”.  First we therefore sorted the data and collected all the patents from AstraZeneca and its 

subsidiaries to make sure that no other firm was included in our search. We then controlled the 

data for any doubles so that the same patent would not be counted twice and give a faulty 

analysis. At this point we had 3001 patents in our dataset. Then we chose the time period we 

were going to focus on. Since Astra and Zeneca merged in 1999 and the closure of Södertälje 

happened in the beginning of 2012 we decided to trace patents from 1989-2011 to get a broader 

view and see if there were any measurable trends and patterns. We then sorted out the patents 

that were registered in the relevant time period and also sorted the data for the years that the 

different subsidiaries were owned by AstraZeneca. In this process the number of patens 

decreased as some of them had been produced at units that were not owned by AstraZeneca 

during the time period we were studying. There now remained 2473 patents in our dataset 

distributed on 39 different locations across the world. 

Thus, after we had done this sorting of the data we traced the patents from what facility in the 

world they had been produced. When we did this we looked at the address of the inventor and in 

most cases attributing patent to specific locations was unproblematic. In some cases there were 

several inventors from different countries. In those cases it was a matter of judgment where the 

                                                             
1
 Christian Möller worked as a research assistant at the Department of Business Studies at Uppsala University during the 

autumn of 2013. 

http://www.thompson.com/
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patent belonged and we registered it as belonging to the facility or country where most of the 

inventors were located. In approximately 15% of the cases careful judgment had to be applied to 

determine where the patent should be registered. The following are a few clarifying examples of 

how we did this distribution based on inventor address and Intellectual Property-Strategy based 

on the core area of research for every unit: 

 

Patent 

applicant 
Year Title Inventor address We counted it as 

AstraZeneca 
AB 

2000 

Multiple unit effervescent 

dosage forms comprising 
proton pump inhibitor 

Lundberg Per Johan,Mölndal Mölndal 

AstraZeneca 
AB 

2005 

Piperidine derivatives as 

modulators of chemokine 
receptors 

Burrows Jeremy, 

Macclesfield, GB| Cumming 
John, Macclesfield, GB 

Macclesfield 

AstraZeneca 
AB 

2005 
Compositions and 
methods for treating 
mycobacterial diseases 

Janakiraman Ramachandran, 
Bangalore, IN 

Bangalore 

AstraZeneca 
AB 

2000 

Oral pharmaceutical 
dosage forms comprising 
a proton pump inhibitor 

and a prokinetic agent 

Depui Helene, Göteborg | 
Hallgren Agneta, Mölndal 

Mölndal 

AstraZeneca 

AB 
2000 

Crystalline form of the S-

enantiomer of 
omeprazole 

Bohlin Martin, Johanneshov | 

Horvath Karol, Södertalje 

Södertälje since 

Johanneshov is close to 
Södertälje 

AstraZeneca 

AB 
2007 Blood recovery unit Kataoka Yutaka, Lindome 

Mölndal since Lindome is 

very close to Mölndal 

AstraZeneca 
AB 

2001 
Therapeutic preparation 
for inhalation 

Bäckström Kjell Göran 
Erik,Lund | Dahlbäck Carl 

Magnus Olof, Lund | Edman 
Peter,Bjärred | Johansson Ann 

Charlotte Birgit, Lund 

Lund since most adresses 

are from there and Bjärred 
is close to Lund 

AstraZeneca 
AB 

2001 
Thieno[2,3-d]pyrimidine-
2,4-diones 

Bantick John, Burton on the 
Wolds, GB| Cooper Martin, 

Loughborough, GB| Perry 
Matthew, Loughborough, GB| 
Thorne Philip, Loughborough, 

GB 

Loughborough since most 
addresses are from there 

AstraZeneca 
AB 

2000 

Combination of a 
monoamine oxidase 

inhibitor and a h5-
HT.sub.1B antagonist or 

partial agonist 

Berg Stefan, Ekerö | Ross 

Svante, Södertälje | Thorberg 
Seth Olov, Strängnäs, SE 

Södertälje since all 

adresses are close to 
Södertälje 

AstraZeneca 

AB 
2001 

Morpholinobenzamide 

salts 

Berg Stefan, Ekerö | Sohn 

Daniel, Northborough 

Södertälje, since the IP-
Strategy for this kind of 

patent resides in 
neurological research area 
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When we finally had sorted the data based on year and the location where the R&D had been 

conducted we compiled the data into graphs that we then used when analyzing and drawing 

conclusions. 

 

Complementary Data Collection 

As a complement to the patterns of technological activities revealed by the patent-search we 

made open-ended interviews with people at AstraZeneca or people who were working at the 

company´s department before the closure to get theirs view of what happened and how 

technologically capable and productive the unit was. The purpose of this was to gather additional 

details to enrich the case and deepen our understanding of the potentially complex drivers of the 

loss of mandates 

For the qualitative inquiry we contacted a number of former R&D employees from AstraZeneca, 

Södertälje. We got their contact information from social media such as LinkedIn and Facebook. 

When we had done the patent tracing we proceeded to contact the former employees by sending 

one hundred emails with a brief explanation about who we are, our work and its aim. We 

presented them with the patent results in graphs and invited them to help us interpret them. It 

was principally suggested personal interviews, followed by phone and Skype possibility. The 

idea was to obtain feedback in forms of possible explanations about what may have caused the 

closure in Södertälje based on its technological capabilities. 

In total we made 17 interviews with people in different positions. The interviews where done 

with director managers, general managers, senior managers, project leaders and people from 

middle-manager positions within the R&D department and business analysis. The interviews 

varied in length from 15 up to 55 minutes where people with higher positions in the company 

offered slightly more time to the interviews. Prior to each interview, certain assurances were 

made about confidentiality. None of the persons we interviewed wanted the conversations to be 

recorded but we were allowed to take notes. Furthermore they all wanted to be anonymous. 

Thus, all names, places and identifying traits have been obscured from the case. 
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The interviews were conducted in accordance with a broad interpretative approach and had open-

ended questions (Burrell & Morgan, 1979) and as noted they were seen as a complement to the 

analysis of AstraZeneca´s technological capabilities. They were focused on technological 

capabilities to the backdrop of the explored theories in this paper (Glaser & Strauss, 1967). The 

goal of the interviews was to take note not only of the subjective experiences and interpretations 

of the participants but also see the common patterns and explanations in order to develop a 

deeper understanding of the phenomenon (Geertz, 1973). 

 

Secondary Sources 

Finally, to get a broader understanding of the phenomena we also looked at several of 

AstraZeneca’s annual reports from 1999-2012 found at AstraZeneca’s webpage. We did this to 

see if we there could find any additional information that was relevant for our study and too get a 

broader, general understanding of the whole situation around the closure. This is where we for 

example got the information about other closures that AstraZeneca had conducted which helped 

us to clearer see the larger context in which the Södertälje case existed. 

 

 

7.1 Methodological Limitations 

We are aware that there are limitations in our study and our use of methodology. There might be 

errors based on how we have decided where the patents were produced and in how we have 

counted, but we estimate that this margin of error is small and does not in any way affect the 

final results and findings of our study. 

There are also things that can be considered as limitations in the qualitative data collection. The 

contact process was difficult due to the low availability of contact information. We found, 

however, a few former employees who had registered a CV at LinkedIn but to contact them it 

was necessary to pay an annuity fee to have a limited number of emails sent. Here we made the 

strategic decision to as far as possible just selected people who were in managerial positions. We 

contacted ten persons but only got answers from two; one was over Skype and the other by 
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phone. Additionally on Facebook we found a private group with 488 former workers from R&D 

in AstraZeneca Södertälje. Due to security reasons it was not possible to send a large number of 

mails without paying a fee of 6.72 SEK for each email. In total we contacted 100 candidates both 

through paid and non-paid emails. But we only received answers from 17 persons. One of them 

offered an interview over Skype and the others answered our inquiries by social media mails. 

Participants required confidentiality. Furthermore, the feedback can vary depending on the 

perspective of the position occupied by the contacted people. It is also impossible to capture all 

aspects of the story with limited interviews. The fact that is was so hard to gain access shows that 

this evidently this is a very sensitive event that people are not willing to talk about. It might be 

that those who did not respond to us had a different story to tell and saw things from another 

perspective. We simply do not know how the story would have looked if they had participated. 
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8. Results 

This section contains the results from our empirical investigations. We start by reporting the 

overall story of AstraZeneca and its closure of Södertälje. This gives a bigger picture of the case 

that makes it easier to then understand the following sections. Then we look closer at the results 

of the patent tracing and how the technological capabilities affected the loss of Södertälje’s R&D 

mandate. Finally we complement the results by reporting on the interviews we conducted. 

 

8.1 AstraZeneca- the story in a nutshell 

In 1913 Astra was established as a Swedish pharmaceutical firm based in Södertälje. Astra was 

internationally recognized for its R&D in several different field of medicine. The world’s most 

sold medicine, Losec, was developed, produced and sold by Astra in Södertälje (astrazeneca.se, 

vid samgåendet, 2014). 

Zeneca Group PLC was founded in 1993 as a fusion of three different organizations. 

Pharmaceuticals, Agrochemicals and Specialities from Imperial Chemical Industries (ICI was 

founded in 1926). Zeneca was a British firm specialized among other things in production of 

medicines to cure cancer (astrazeneca.se, vid samgåendet, 2014). 

In 1999 Astra Zeneca was formed after a fusion of Astra and Zeneca. The firms gave three main 

objectives for the fusion. 1) To reach a larger global market and economies of scale. 2) To get 

better financial resources. 3) To have a common and strong R&D portfolio (astrazeneca.se, vår 

historia, 2014). 

The focus of AstraZeneca today is prescription medicines in the areas of stomach/intestines, 

heart/blood vessels, neurological diseases, metabolism, autoimmunity, respiratory diseases, 

inflammation problems, cancer and infections. Their proclaimed vision is to make a positive 

difference for patients, families, shareholders and society as a whole. Further they clearly state 

their belief that the key to successfully reaching their goals is R&D. AstraZeneca declares that 

they see R&D as their core competence and the key success factor behind their success 

(astrazeneca.se, forskning-introduktion, 2014). 
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8.2 International Presence 

In the beginning of 2009 the British-Swedish company counted as one of the world´s leading 

pharmaceutical firms. They had a history of over 70 years of innovation in its field, presence in 

over 100 countries with strong strategy in key markets and emerging markets, a broad global 

network in sales and marketing, 26 manufacturing sites in 18 countries and 17 R&D departments 

in 8 countries (astrazeneca.se vår historia, 2014). The R&D units were specialized in different 

areas. For example the facility in Bangalore was focusing on tropical diseases such as TB and 

malaria. In Sweden Södertälje was specialized in neurological diseases while Mölndal focused 

on different treatments and areas such as heart/blood vessels, metabolism, respiratory, 

inflammation, autoimmunity, cancer, infection and neurology (astrazeneca.se, forskning 

introduktion, 2014). 

 

 

Figure 2. AstraZeneca R&D subsidiaries 2009 

Source: AstraZeneca 
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There is limited information about the evolution of activities in Södertälje after the merger with 

Zeneca, but a few highlights stand out as of special importance to the unit and to the firm. The 

unit in Södertälje did research within several different areas but was mostly specialized in 

neurological diseases (cbc.ca, cuts 132 jobs, 2014). In line with their belief in the importance of 

R&D AstraZeneca in 2002 invested in brand new, top-of-the-line technology for its R&D facility 

in Södertälje. The new technology was a SGI Reality Center which was among the finest 

technological instruments available on the market. Journals and other researchers predicted that 

AstraZeneca was now going to be able to discover and develop new and innovative ideas and 

medicines even faster than before. The new technology was chosen by AstraZeneca both for its 

high performance but also for gaining the advantages of having the researchers work together as 

a team around the large display system of the SGI Reality Center (Drug Discovery & 

development, 2002). A couple of years later it was once again the facility in Södertälje that got 

some brand new technological equipment. This time it was a robot that improved the packaging 

of the pills. These investments proved to the world that AstraZeneca was willing to invest in 

R&D and that Södertälje was a subsidiary of high value to the firm (Process Engineering, 2004). 

 

 

8.3 The Closure 

On February 2
nd

 2012 Ann-Leena Mikiver, press chief in AstraZeneca, announced that the 

concern has decided to shut down the R&D department in the Södertälje unit but that production 

would remain in the location. Other units within the country would not be affected but would be 

kept as they were. Mikiver explained that the company needed to do some savings to reduce 

costs after having some financial problems during the previous years. The firm registered a 

reduction of its profits during the last quarter of 2011 for 14 billion SEK. The press chief added 

that the closure of Södertälje also was a response to governmental interventions about prices and 

strong competition from generic medicaments. In order to get the company back on track 

financially and in order to handle the competition AstraZeneca initiated a larger plan of 

reductions throughout the firm. The closure of Södertälje was just one example. In total 7300 

jobs would be cut. Mikiver declared that Astra Zeneca would replace Södertälje by creating a 

small “virtual” research group for neurology topics based in Boston, USA and Cambridge, UK 
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(di.se, över 1000 jobb bort på astrazeneca i Södertälje, 2014). The first round of the shutdown 

affected 1100 people but a few months later it was announced that another 400 jobs were to be 

cut in Sweden and most of it at Södertälje. Once again it was stated that the aim was to save 

costs. Though it had initially been said that no other units in Sweden, except Södertälje, would 

be altered it was not long before the unit in Lund also was closed (di.se, ytterligare 400 jobb bort 

på astrazeneca, 2014). 

It did not, however, take a long time before another problem surfaced. What to do with the huge 

facilities that were no longer used for R&D? 150 thousand square meters built specifically to fit 

the needs of AstraZeneca posed a problem. When AstraZeneca closed its 115 thousand square 

meter facility in Lund there were other firms willing to buy it for 450 million SEK. Spokesmen 

from AstraZeneca hoped that the same would come true in the case of the Södertälje facility. 

Consultants from Newsec were more skeptical. They estimated that the facility in Södertälje was 

going to be harder to sell since Södertälje is not part of a life-science-cluster like the one in Lund 

(di.se, astras enorma lokaler till salu, 2014). 

The closure and its effect of unemployment and a large, empty facility posed a problem to 

society. The Swedish authorities were worried about the unemployment since the closure directly 

affected 1500 persons within a geographically small area. This posed a threat to the regional 

economic stability. The Prime Minister, Fredrik Reinfeldt, commented that the closure was a 

serious signal to his government. The Minister indicated that Sweden must become an attractive 

nation for investments (di.se, Reinfeldt beklagar neddragningar, 2014). Also, the Swedish 

government required the EU support them in handling the situation with the large number of 

unemployed people (di.se, regeringen skyndar på jobbstöd, 2014). Some months after the 

announcement of Astra Zeneca’s decision to shut down its R&D department in Södertälje the 

government and the local authorities notified that the city could host a new medicine research 

center (di.se, Södertälje får nytt forskningscentrum, 2014). Organizations such as Wallenberg 

foundation and even Astra Zeneca themselves contributed with 220 million SEK and 5-10 

million USD respectively to the new research center (di.se, forskningscentrum blir plåster på 

såren, 2014). 
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8.4 AstraZeneca moves forward 

The governmental interventions were not simply means to tackle the unemployment but also a 

way to calm the heated debate that had begun where several critical voices were raised. The 

Chief for Education, Research and Innovation of the Swedish Industry Agency, Tobias Krantz, 

indicated that the popular belief about Sweden as a leader in high quality production is wrong 

and what happened in Södertälje is just an indicator that the Swedish investigation field requires 

new legislation to make it more competitive (di.se, gör upp om forskningen, 2014). According to 

Krantz the idea that Sweden is a world leader within highly technological areas is just a myth 

(di.se, ett illavarslande besked, 2014). The minister for education, Jan Björklund, spotlighted the 

need to invest in new national research institutions such as the Science for Life Laboratory 

(Scilife Lab) which is a cooperation between the University of Stockholm, Uppsala University, 

Karolinska Institute and the Royal Institute of Technology (di.se, minister Björklund försvarar, 

2014). Furthermore, Harald Edquist, Doctor in Economics at Fores, Mia Lindskog, Doctor in 

neurology at Fores and Martin Ådahl CEO at Fores considered that Astra Zeneca´s decision was 

that result of an internal strategic position. The difficulties to find new medicines make it a very 

competitive market. They pose the question whether AstraZeneca in Södertälje was as 

productive and innovative as they needed to be (di.se, sprid ut forskningsmiljöerna, 2014). 

During 2012 AstraZeneca drew a lot of attention. In May Martin Mackay, R&D chef consortium, 

declared that Astra Zeneca was looking for new investments such as venture capitalists and 

partnership with other pharmaceutical companies (di.se, astrazeneca öppnar för riskkapitalbolag, 

2014). In June 2012 Astra Zeneca together with the American Bristol-Myers announced that they 

would join venture to exploit the diabetes field (di.se, astrazeneca i miljardaffär, 2014). 

In August 2012, JP Morgan increased its recommendations to a neutral level after an 

underweight (di.se, JP Morgan höjer, 2014). But at the same time other financial institutions 

reacted in the opposite way. Deustche Bank, Exane BNP Paribas, Barclay Capitals and Nordea 

Markets cut down their financial recommendations to the company (di.se, analytiker sänker 

astrazeneca, 2014). 

In the same tenor, AstraZeneca’s headquarters intensified its strategy for global cooperation with 

other pharmaceuticals during 2012. Medicine Company will support AstraZeneca’s efforts to 

treatments related to ischemic and heart diseases (di.se, astrazeneca i samarbete med medicines 
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company, 2014). Shaun Grady confirmed that the company would acquire old firms and 

cooperate with others if those are involved in R&D. A few examples are Ardea biotechnology, 

Amgen and Link Medicine (di.se, astrazeneca kan köpa fler bolag, 2014; di.se, analytiker räknar 

med fler köp, 2014; di.se; astrazeneca i amerikanskt samarbete, 2014; di.se; astrazeneca köper i 

USA, 2014). 

In 2012 AstraZeneca invested 29 billion SEK on R&D globally. Nearly 25% of that sum was 

invested in R&D in Sweden. Mölndal near Gothenburg became the new center of R&D in 

Sweden when Södertälje was closed (astrazeneca.se, verksamheten i Sverige, 2014). 

Two years later, 30th January 2014 AstraZeneca announced its closure in India. Its R&D 

department will be removed from the Asiatic country and all its research about tropical deceases 

will be done together with 12 other pharmaceutical companies as a global effort (di.se, 

astrazenca lämnar Indien, 2014). Moreover, AstraZeneca reported in January 2014 that its shares 

went up in 29% after several years of bad performance (di.se, nytt liv i astrazeneca, 2014). 

Today AstraZeneca has about 51700 employees and almost 10000 of them are working at R&D 

departments in 6 different countries (astrazeneca.se, forskning introduktion, 2014). AstraZeneca 

are operating all over the world while headquarter are located in London, UK. Today there are 

two remaining units in Sweden; an R&D unit in Mölndal and a production unit in Södertälje. The 

facility in Lund was also shut down alongside the R&D department in Södertälje so today only 

two facilities remain (astrazeneca.se, forskning introduktion, 2014). AstraZeneca clearly states 

that the facility in Södertälje is of great value to them and it is one of the world’s most 

technologically capable production units. Almost 30% of AstraZeneca’s global sales value 

comes from medicines produced in Södertälje (astrazeneca.se, verksamheten i Sverige, 2014). 

 

8.5 Evolution of Technological Capabilities 

As we have now seen 2012 was a year when AstraZeneca did some major restructures in its 

organization. The firm stated that these changes were made in order to cut costs. But the question 

still remains why it was the R&D department in Södertälje that closed. Why not cut the costs 

somewhere else? By looking at technological capabilities measured by number of patents we will 

http://www.astrazeneca.se/om-oss/verksamheten-i-sverige
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now look further into our questions. What causes a subsidiary to lose a mandate? And to what 

extent is technological capabilities related to the loss of mandates? 

The following graphs show our findings from the investigation into the development of 

AstraZeneca´s technological capabilities from 1989 to 2011. We also found it beneficial to 

compare Södertälje with some other of the firm’s R&D units. As we traced the patents from what 

unit they were produced a few units stood out as more productive than the others and therefore 

we chose those ones for the comparison. Further on in our thesis will we discuss the graphs in 

more depth and detail, here we just present few key notes. 

 

Graph 1. Södertälje’s patents 1989-2011 

 

 

 

 

 

 

 

 

 

 

This first graph shows the development of the subsidiary in Södertälje from 1989 until 2012. It is 

important to remember that before 1999 Södertälje was the HQ of Astra. We clearly see a great 

increase in number of registered patents right before the merger, and then a steep decline after 

the merger. We can also see that the last few years of the unit’s existence was an upward struggle 

to regain the lost position.  
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Graph 2. Swedish units´ patents 1989-2011 

 

 

 

 

 

 

 

 

 

 

In graph 2 we have added the registered patents from the other two Swedish units, Mölndal and 

Lund. We can see that from 1999 onward Lund seems to be a little bit less productive than 

Södertälje, but in general they follow the same trend of showing some signs of weakness while 

Mölndal is registering patents at a higher level than both Lund and Södertälje.  
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It is also of interest to compare the Södertälje unit with others in the international network. In 

graph 3 and 4 we compare Södertälje to units in Great Britain and the USA. 

 

Graph 3, Södertälje and the British units´ patents 1989-2011 

 

 

 

 

 

 

 

 

Graph 4, Södertälje and the USA units´ patents 1989-2011 
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Here it is interesting to note that Södertälje seems to be performing at a much higher level before 

the merger than the US and GB units. And while the British units seem to slowly advance the US 

units are showing a more stagnated trend of patent productivity. 

 

Graph 5, Södertälje and the rest of AstraZeneca´s patents 1989-2011 

 

 

 

 

 

 

 

 

 

 

In graph 5 we have finally added together all the values for AstraZeneca’s subsidiaries across the 

world and put them in contrast to the development at Södertälje. Of course one cannot directly 

compare the two since one is a combination of several units. However we can see that is was not 

only Södertälje that suffered decline from about 2000. It is a general trend within the firm. 

However, Södertälje declined more and in a steeper way than the rest of the rest of the firm, and 

in any event faster and sooner than their sister units both within and outside Sweden. 
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8.6 Qualitative Inquiry 

Adding to the analysis of technological capabilities by means of patenting, we searched for 

further information by mean of interviews with former employees from AstraZeneca’s R&D 

department. Based on the interviews we made, we can divide the out-comes into four main 

aspects that respondents used to explain the closure of R&D in Södertälje. The aspects are: The 

merger and strategy, intern failures, characteristics of the industry, and poor management. 

 

The merger and strategy: After the merger between Astra and Zeneca a revision for a common 

strategy was made. According to interviewed directors, managers and project leaders it seems 

that HQ at first wanted to preserve and use the benefits from successful units such as the one in 

Södertälje. However, after a few years the subsidiary in Södertälje reported diminution in its 

patent registration and an ongoing global strategy revision from HQ weakened Södertälje 

position further. Management both at HQ and in Södertälje tried to turn the trend and get 

Södertälje back at its feet with a good level or patent registrations. Investments were made in for 

instance new technology and temporarily the number of patents slightly increased in Södertälje 

as we reported in our out-comings of patent tracing. 

Despite the efforts, management in Södertälje found it difficult to maintain the R&D mandate 

within the unit. The leading team got the perception that HQ had a new strategy for the whole 

conglomerate that would affect several subsidiaries. Thus, the efforts made by Södertälje were 

not enough to change that strategy. Management in Södertälje thought that an increasing number 

of patents would keep up HQ’s interest for Södertälje and include it into its overall global 

strategy. However, Södertälje’s former managers said that when HQ notified that the R&D 

department in Södertälje should be shut down they realized that the decision of reorganizing the 

company was not based on the technological advantages that Astra had brought into the merger, 

but rather on the marketing advantage capabilities that Zeneca had. According to the 

interviewees the British owners were not interested in the Swedish part of the firm. The decrease 

of patents from Södertälje was a suitable excuse for HQ’s decision to reorganize and re-align its 

global strategy. For the persons we interviewed the fact that the research core of Södertälje was 

not completely cast away but rather integrated into a virtual team of researches serves as further 
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proof that it was not the lack of technological capabilities that led to closure, it was a HQ 

strategy to focus more on Great Britain and the USA. 

Furthermore HQ decided upon a global strategy of reducing its focus on neurology. This made 

Södertälje as easy target since their main focus was neurology. HQ initiated a strategy were 

telecommunication and technology, reduced and mixed teams, small facilities with promising 

out-comings and outsourcing of the R&D should replace large R&D units such as the one in 

Södertälje. The virtual team based in Boston that was created represented cut costs and a more 

efficient way to do R&D. 

Mergers, acquisitions and join ventures involve a process in which both an external corporate 

culture and a foreign national culture have to be dealt with in combination to the already existing 

internal corporate culture (Lin, 1995). From the interviews we learnt that this is also what 

AstraZeneca Södertälje went through. These processes are difficult to handle and the risk of 

letting performance slip, which leads to divestment of resources and potentially closure, is higher 

when acquisitions and join ventures are taking place (Barkema et al., 1996; Mata & Portugal, 

2000). The persons we interviewed reported that this was a part of their experience. Södertälje 

had originally been part of Astra but after the merger it should adapt to Zeneca´s organizational 

procedures. This was not always a conflict free process and it increased the pressure within the 

unit with a declining performance as result. 

 

Internal failures: The managers we interviewed told us that apart from the HQ strategy there 

were internal productivity failures that contributed to the decision to close Södertälje. Södertälje 

had produced some of the firms most sold drugs such as Crestor, Losec and Seroquel. But after 

those major successes the unit failed to develop and launch new major products to sustain 

growth. 

According to one of the managers the unit in Södertälje was mainly focused on the neurological 

area, which is a rather narrow and difficult research area. This meant that even when Södertälje’s 

patent tracing was recovering thanks to new technology and investments it was not productive 

enough in the short term to keep its mandate. Some project managers and senior managers 

reported that the unit only learnt of its possibility for a more diversified portfolio after the first 

notification of the strategy revision from the HQ had already been made. It was also reported that 
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deficiencies in the communication channels minimized the possibilities for a better relation with 

HQ. According to the interviews it was thereby hard for Södertälje to get better inputs and 

information on what HQ expected from the unit. Other subsidiaries, such as Mölndal, had a 

broader research portfolio and were active in more diverse research areas. Thereby they could 

produce more patents that promised profitable result and survive. According to the managers it 

was easier for HQ to adapt Mölndal into their strategy since Södertälje’s main areas of research 

were considered less in line with the firm’s overall interest. 

The persons we interviewed said that many employees at Södertälje were confident that the unit 

would keep the influential position it had had since its inception. After all it was in Södertälje 

that Astra started its activities in 1913. According to the interviewed managers people in the 

Södertälje unit felt that after the merger adaptations, value sharing processes and policies from 

HQ were not clearly communicated to them. For many the natural resistance and skepticism 

towards change and new things exhausted the relation with HQ and made the transformation to a 

new corporate culture and set of strategies even harder. 

 

Characteristics of the industry: Another aspect that aided HQ in making the decision to close 

Södertälje was the characteristics of the pharmaceutical industry. From the interviews we learnt 

that in the pharmaceutical industry the life cycle of the patents and the ability to use it is a key to 

success. Several of Södertälje’s patents were near expiration and it was not considered profitable 

to invest in further development. The successes of Crestor and Losec had passed and as patents 

expired the market was flooded with cheaper versions. At this stage HQ were not interested in 

prolonging the patents or exploit new possible patents. The process was seen as too complex and 

cost-inefficient. As Södertälje saw its former cash-cows be overrun by cheaper versions and 

failed to produce new patents it was a clear candidate for closure. 

Furthermore, the pharmaceutical industry has shown a new trend in the way that R&D is done. 

According to the persons we interviewed HQs to a larger extent than before prefer to outsource 

R&D as an area that is not efficient to keep within the enterprise. Managers interviewed were 

more concerned about this issue than any other because it was perceived as a direct threat to the 

unit´s activities. It was reported that HQs more often than before want to avoid the high prices of 

patent registrations, complex routines and dealing processes with authorities and therefore 



Uppsala University 
Spring 2014 

Rodrigo Ceciliano & Kristina Thorn 
Master Thesis 

 

 
 

44 

externalize certain areas of the enterprise, for instance R&D. Outsourcing R&D allows HQ to 

have more control over the organization´s units and budget. 

 

Poor management: According to mangers in senior and project leader positions there were 

difficulties in having motivating and constructive interaction with higher management. Managers 

in Södertälje felt that from the perspective of HQ there was a lack of entrepreneurial vision to 

include, discover and exploit their human resources within the area. Innovative and 

entrepreneurial behavior was not highly esteemed as the unit was expected to only do their 

assigned tasks rather than bring in new ideas to widen the portfolio of the organization. 

Interviewed people who had had direct contact with higher operative, administrative and 

production managers reported that when they came up with some innovative or entrepreneurial 

idea it was not received with interest. In some cases there did not even exist a channel through 

which new ideas could have grown and developed. 

In the interviews the mangers in lower positions often gave the perception of the top 

management as a stressed team focused on only a few things and ignoring many other factors. 

According to these former employees this further weakened the position of Södertälje compared 

to other subsidiaries. An overly self-confident behavior based in the belief of Södertälje´s 

tradition as an important hub created a vicious circle where one failed to modernize not only the 

R&D areas but also other areas such as organization, processes, human resources and 

management oriented towards innovation and entrepreneurship. 

 

Summary: Overall our findings from the empirical study can be summarized as follows. About 

1998 Astra in Södertälje started experiencing a relatively sharp decline in its technological 

activity and number of produced patents dropped significantly. In 1999 Astra merged with 

Zeneca and an internal re-organization of the firm began. This re-organization meant that R&D 

was concentrated to a few key locations in the world. As Södertälje lately had shown signs of 

weakness both in their patent productivity and in their management and internal organization 

they were a plausible candidate for mandate loss and closure. 

 



Uppsala University 
Spring 2014 

Rodrigo Ceciliano & Kristina Thorn 
Master Thesis 

 

 
 

45 

8.7 Other Closures 

Trough further search in secondary sources we have found that it was not only the facility in 

Södertälje that lost its mandate. In March 2010 AstraZeneca informed that 1,200 jobs were to be 

cut with the closure of its unit in Loughborough, Great Britain. This surprised many because the 

company spent more than £100m expanding in the Loughborough site during earlier years before 

the closure (nottinghampost.com, 2014). 

On February 1st 2012 the company informed that its unit in Montreal would close due to further 

competition from other actors. AstraZeneca suffered from difficulties with staying competitive to 

other large, global actors in the pharmaceutical industry. The patent protection on several of 

AstraZeneca’s most successful drugs expired and they had challenges in developing 

replacements. The American market was opened up to competition and AstraZeneca had to act. 

The closure of the unit in Montreal meant that the firm cut nearly 17% of its Canadian 

workforce. Of the 800 persons who worked in Canada only a few marketing and sales people in 

St. Laurent could remain (cbc.ca, cuts 132 jobs, 2014). On July 16
th

 of the same year it was 

announced that the company had closed its Mountain View and Santa Clara, USA, sites affecting 

300 people (bizjournals.com, MedImmune closure, 2014). 

In March 2013 AstraZeneca announced that during that year it would shift more than 1,000 

skilled jobs from George Osborne’s Cheshire constituency to Cambridge and cut 700 jobs in the 

UK over the next three years. Further they would relocate up to 300 other posts abroad as part of 

a plan to create strategic global R&D centers in Cambridge, Gaithersburg in the UK, Maryland, 

in the US and Mölndal in Sweden. The aim was to "accelerate innovation" (theguardian.com, 

Astra cut jobs, 2014). Despite the decision it was said that the UK would remain a pivotal center 

for investment and decision-making, with a new £330m research hub in Cambridge that will 

become its global headquarters by 2016. Around 1,600 jobs would be relocated from Alderley 

Park over the next two years, with most going to Cambridge and the rest to a nearby site in 

Macclesfield. The current global headquarters in Paddington, London, was expected to close by 

2016, with most of the 350 staff moved to Cambridge (ft.com, AstraZeneca to shift, 2014). 

Another of AstraZeneca units suffered as well, the unit in Reims, France. On March 28
th

 2013 it 

was declared that the unit should shut down in the coming years, a move that would impact 210 

employees. A few months later AstraZeneca announced its proposal to close its Environmental 
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Laboratory in Brixham, Devon, UK. The laboratory, which directly employed 71 staff, provided 

specialist services to assess the impact of pharmaceuticals and chemicals used by a range of 

industries on the environment (heraldexpress.co.uk, 2013). The company anticipated business 

operations at the laboratory to cease by the end of March 2014 (astrazeneca.com, announces 

proposal, 2014). 

At the end of January 2014 AstraZeneca announced that it would shut down its Avishkar R&D 

site in Bangalore, India as a part of AstraZeneca's broader global business strategy to simplify its 

research and development footprint and focus resources on three core therapy areas — oncology, 

cardiovascular and metabolic diseases, and respiratory, inflammation and autoimmunity. The 

decision had an impact on 168 full-time employees who worked on development and drug 

discovery research in neglected tropical diseases, tuberculosis (TB) and malaria. These studies 

will not be relocated by another unit. AstraZeneca employs more than 1200 people in sales, 

marketing and manufacturing in India and remains committed to maintaining a significant 

presence in the country and continuing to deliver innovative medicines to improve the lives of 

patients. But R&D for this market is to be done elsewhere (indiatimes.com, AstraZeneca to shut 

Avishkar R&D, 2014). In total AstraZeneca closed seven R&D units between 2009 and 2011. 

Two countries, France and India, were left completely without an AstraZeneca R&D facility 

(Figure 3). 

Figure 3. AstraZeneca closed R&D subsidiaries 2014 

     Source: AstraZeneca 
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9. Discussion 

The questions we are asking in this study are what causes a subsidiary to lose its mandate and 

what role do technological capabilities play in this. We have found several interesting things that 

are important to note and comment upon. In the reviewed literature we identified a number of 

key dimensions that may lead to the loss of mandates. Based on these dimensions we will discuss 

our findings from the case of AstraZeneca. 

The first dimension that theory says can lead to the loss of mandates is poor management and 

divestment of resources (Birkinshaw & Hood, 1998; Boddewyn, 1979). In the case of 

AstraZeneca we have found some indications that this was the case. In the interviews the former 

employees spoke of management that was not willing to develop and improve the situation. 

There was a lack of communication between different levels of management. However this 

might just be a few persons’ opinions and we have not been able to find any more specific 

information about the management situation in Södertälje. Therefore we cannot definitely say 

that this dimension is what caused the mandate to be lost although it might be a plausible 

explanation. Further research will have to look into the role of management in the process of 

mandate loss. 

The second dimension is lack of fit with HQ interests and strategy (Birkinshaw, 1996). We can 

see that the decision to reorganize operations within AstraZeneca was a global strategy from HQ. 

It is clear from both the interviews and the secondary data that the decision to close R&D 

facilities was in line with a strategy to save costs and make operations more efficient and 

competitive. This does not necessarily mean that R&D is transferred to lower cost locations but 

rather that it is concentrated to a few locations. Several of AstraZeneca´s R&D units were closed 

in a few years and operations were concentrated to a few key locations such as Cambridge, UK 

and within the USA. Södertälje was the leading unit within Astra, but when ownership was 

transferred abroad and shared with Zeneca they had little power to protect themselves from 

closure. However one question remains. Why Södertälje? Why were not costs cut at some other 

location? Here is where our patent-search, the technological capabilities and the dimensions of 

global synergies and interdependencies come into play (Birkinshaw and Hood, 1998; Mudambi 

and Navarra, 2004). 
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As can be seen by the graphs the facility in Södertälje was performing at a very high level 

around the years 1996-2000. If one only looks at the number of patents produced in Södertälje 

and compare it with other units at that time we see that Södertälje by far was a leader within the 

firm. In 1999 Astra merged with Zeneca. It seems as if this might have had a negative impact on 

the R&D facility in Södertälje. From about that time the unit starts to decline and the numbers of 

patents drop rather drastically. From the interviews we know that Södertälje was struggling to 

come up with new patents and they were focused on neurology. This limited research portfolio 

combined with a HQ strategy to re-organize R&D activities within the firm laid the foundation 

for a loss of mandates and closure. By 2003 Södertälje had lost its leading position and was at 

the same level at the British and American units and had even fallen behind the subsidiary in 

Mölndal. In this case we cannot separate cause from effect. Was the decline and inability to 

product new patents a direct effect of the merger? Or was it caused by something else? We 

cannot tell for sure although the interviews suggest that internal struggles might have affected 

the process. 

In 2002 and 2004 great investments were made to improve the efficiency of the facility in 

Södertälje and according to our graphs it seems as if these investments paid off. After hitting 

bottom in 2005 the number of produced patents slowly starts to increase again. But they are not 

able to take back their leading position. They are still at the same level as other units and 

therefore suffer the same risk of closure as they do. We cannot tell what the future might have 

brought if Södertälje had been able to keep their mandate, but the fact remains that from 2004 to 

2011 they were not able to improve their performance so much that they regained the dominating 

position they once had. 

If one looks at the overall patent productivity of AstraZeneca apart from Södertälje we see 

another interesting thing. The firm’s patent productivity increases in the same manner as the unit 

in Södertälje. We do not know the reason for this increase, but we can see that it is a general 

upward trend both in Södertälje and the firm as a whole. After the peak in 1997 the overall firm 

starts to decline. However it did not drop as drastically as Södertälje did. Södertälje showed clear 

signs of weakness, lost its dominant position and dropped to the same, or even a lower level than 

other units. They were not able to bring global competition and positive synergies out of their 

locally produced patents (Birkinshaw and Hood, 1998). Here we do find a possible answer to the 

question what connection there is between technological capabilities and the loss of mandates. 
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Another key dimension that was pointed out in the literature was changes in the global market 

(Scott & Gibbons, 2011). Just as has been pointed out the pharmaceutical industry is a very 

competitive one where the life cycle of a patent can be of vital importance. The multinational 

business climate of today’s world puts pressure on the firms to be efficient and effective. As we 

traced the patents from the database we saw a trend. The older the patents were the higher was 

the likelihood that the inventors all came from the same place. But the closer we came to the 

present date there were a higher frequency of mixed groups of inventors. 

Technological advancements make it easier to travel, communicate and cooperate over long 

distances. In our research we can see this pattern quite clearly. This is a further reason why 

mandates can be lost. It is no longer necessary to have R&D teams in every country and top 

management can argue that it is easier and more cost efficient to focus on virtual teams and 

looser forms of cooperation between researchers from different parts of the world. We see this as 

an explanation why AstraZeneca is closing so many of its R&D facilities around the world. 

The last dimension is the evolving lifecycle (Asakawa, 2001) of mandates. In this case there is a 

valid insight into what causes a subsidiary to lose its mandate. Just as Birkinshaw (1996) has 

pointed out there is a risk that the operations of a subsidiary becomes marginal to the firm. We 

can clearly see this happening in AstraZeneca. In the case of Södertälje we can see that they were 

focused on neurological research and in 2011 and 2012 AstraZeneca faced a challenge with 

many of their neurological patents expiring and the US market opening up to fierce competition. 

Further HQ was implementing a strategy that was restricting the R&D within the field of 

neurology. As the unit in Södertälje was no longer as productive as it used to be and the field in 

which it was specialized now demanded greater efficiency and competitiveness they clearly were 

in the risk-zone of losing their mandate. The somewhat similar thing happened to the unit in 

Bangalore, India. The unit’s managers reported in media that they were focusing on tropical 

diseases such as malaria and TB and when AstraZeneca decided that those diseases no longer 

were within the scope of interest for the firm the Bangalore unit lost its mandate. A combination 

of HQ strategy and the expiration of key patents meant an evolving lifecycle where the unit was 

bound to lose its mandate regardless of its efforts. 
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Being path-dependent and too closely linked to certain circumstances and locations can prove 

fatal for a subsidiary. Intangible assets and historical heritage can be considered as advantages 

that are difficult to copy. However these elements can erode over time as the firm and its 

surroundings change. As we saw in the case of AstraZeneca radical strategic changes or 

decisions might create critics within the firm that are reluctant to change old, well-established 

patterns. 
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10. Conclusions 

We began this study with the questions: What causes a subsidiary to lose a mandate? And to 

what extent are technological capabilities connected to the loss of mandates? We have found that 

there may be many and varying reasons why a subsidiary loses its mandate, and while 

technological capabilities seem to be part of the answer and it is not always a straightforward 

task to determine what caused the loss. In this section, though, we will summarize our findings 

and draw some conclusions. We will then point out a few directions for further research. 

 

a) What causes a subsidiary to lose a mandate? 

The overall answer to this question is that it in the end is a decision that lies in the hands of HQ. 

HQ follows an overall strategy and if that strategy changes there is little that the subsidiary can 

do in order to stay relevant to the firms operations. In the case of Södertälje we saw this in two 

ways. First of all, AstraZeneca chose an overall strategy of decreasing its focus on neurological 

research. This made Södertälje a marginal unit since they were specialized in neurological 

diseases. Secondly we found that AstraZeneca had a global strategy of concentrating its R&D 

spendings to a few key locations and working more with virtual teams across the globe. In this 

consolidation of R&D spendings it is natural that some subsidiaries have to lose their mandates. 

But it still does not provide a complete answer to why a particular subsidiary loses its mandate in 

favor of another. To find a clearer answer we have also looked at technological capabilities. 

 

b) To what extent are technological capabilities connected to the loss of mandates? 

In a world of increasing competition it is vital for firms to stay productive and efficient both in 

terms of staying profitable and retaining positions within the internal MNC network. Within the 

industry of pharmaceuticals there is the constant challenge of patents that expire and the products 

being exposed to global competition. In order to stay competitive a firm, and each subsidiary, 

has to continually prove that they can use their technological capabilities in a profitable way. The 

failure to do this means that HQ has to take away mandates. 
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The decision on what subsidiaries should keep and lose their mandates seems to also be affected 

by the number of units the firm has in a country. If there is only one unit in a particular country 

that unit has to be internationally competitive and profitable. If it is not it risks losing its 

mandate. We saw that this is what happened for example in Reims, France. 

However, if there are several units in the same country it is simply not enough to be 

internationally good. You have to be the best in your country. We see this both in the cases of 

Great Britain and Sweden. The least profitable units in these countries were closed and resources 

concentrated to one single location in the country. In Great Britain Cambridge was the victor. In 

Sweden it was Mölndal that came out on top of the competition whereas Lund and Södertälje, 

after periods of technological decline, lost their mandates. 

Furthermore the management of a subsidiary seems to play an important role in the loss of 

mandates. Poor management and inability to adapt to changes in strategy and processes makes 

the subsidiary more exposed to the risk of losing a mandate. Södertälje was a R&D unit that had 

gained a lot of attention and investments in the past which is why this case appeared to be such a 

paradox. We have found that Södertälje, in spite of the great investments, showed signs of 

weakness. Poor management, a lack of fit with the firm’s overall strategy and the failure to 

produce new patents led to the loss of their R&D mandate. The image of Södertälje as a high-

performing unit was not completely true. Though they had been high-performing and a leader 

within the firm in the past, those advantages had slipped away and they could no longer keep up 

with the demands of the firm’s strategy and the market. 

Our main conclusion therefore is that the decision on what subsidiaries should lose their 

mandates is based both on technological capabilities and the subsidiary’s fit into the firm’s 

overall global strategy. This gives a new perspective on the traditional notion that you are safe as 

long as you perform well. We have found that it is indeed important to be strong, productive and 

technologically capable. But in the end it is the HQ that set the strategy and decide what 

mandates should be gained and lost. 
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11. For Further Research  

This study has been done within the underexplored field of mandate loss. Our conclusions can be 

seen as a starting point for further research on this topic. As we have conducted this study there 

have been a few issues that we consider interesting for further research. First of all a deeper 

understanding of the connection between mergers and mandate loss is needed. What influence 

does a merger have on a particular subsidiary? Secondly we see a need to further examine the 

matter of interdependencies within the MNC network and its different subsidiaries. Thirdly there 

is a need to better understand the impact of management on subsidiary mandate loss. Lastly we 

would like to point out the pharmaceutical industry in comparison to other industries as another 

interesting field of study. 

We have seen that technological capabilities in combination with HQ strategy do play an 

important role in the loss of mandates. But as the global markets that MNCs work in constantly 

changes new threats and opportunities will arise for the subsidiaries. More research is needed in 

order to fully grasp the dynamics of how mandates are lost. We have here presented a starting 

point at an underexplored field of research and we hope that someone will continue where we 

end. 
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