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Focused Issue:  50  Years of MIR

Abstract: 
0	� While a great deal of research on international business and management has fruitfully fo-

cused on knowledge transfer, this paper investigates knowledge creation; the process by 
which multinational companies (MNCs) continuously combine and recombine knowledge in 
order to generate a competitive advantage.

0	 �By integrating contemporary strategic management research into the field of international 
business, we have developed a new perspective on strategy and knowledge creation in MNCs, 
by elaborating on and extending the knowledge-based view and other views of MNC strategy 
making. We suggest that the agglomeration of a multitude of diverse social-identity frames, 
nested inside a corporate centripetal frame, creates an arena in which exploitable new knowl-
edge can be created.

0	� We propose that while a common corporate social-identity frame promotes knowledge trans-
fer, the diversity of various subgroups’ social-identity frames, in combination with interaction 
and temporary tension between them, advances knowledge creation. Although this partly in-
volves a serendipitous process, it promotes a systemic advantage for MNCs compared to local 
firms, as regards knowledge exploration, (re-)combination, and integration. This competitive 
advantage is firmly rooted in hard-to-imitate complex social processes and may therefore be 
sustainable.
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Introduction

For more than three decades, international business and management research has emp-
hasized knowledge transfer and its associated characteristics and challenges as a primary 
undertaking of multinational companies (MNCs).1 Most comonly, the rationale for under-
taking this research is that the global economy is becoming increasingly knowledge-
based (Dunning 2000) and/or that the MNC is an extraordinary vehicle for knowledge 
transfer across national borders (Kogut and Zander 1993/2003). Significant progress has 
been made in this analysis, but the international literature on knowledge transfer lacks a 
thorough examination and micro-level analysis of the way in which potentially valuable 
MNC knowledge is created in the first place. Knowledge transfer in itself may not neces-
sarily provide a competitive advantage; what matters is also how transferred knowledge 
is combined and formed into novel knowledge throughout the MNC in order to generate 
competitive advantage.

Despite the fact that the existing literature includes a debate over the significance of 
centrally versus locally situated knowledge, extant studies say relatively little about what 
drives the processes that combine and recombine knowledge in (and between) MNC sub-
units and subgroups and the external environment which they are embedded in. Thus 
far, the emphasis has largely been on the MNC as a common ‘umbrella body’ defining 
shared identity and understandings through which knowledge transfer across national 
borders runs smoothly. Our mission is to analyze the extent to which the MNC is also an 
extraordinary vehicle for combining and recombining knowledge in ways that will facili-
tate knowledge creation and potentially generate competitive advantage. Specifically, we 
will examine how diversity and temporary tension, under a common corporate MNC 
umbrella (Regnér 2003), can facilitate the exploration and multiplicity that is required for 
the discovery and creation of strategic opportunities and sustainable competitive advan-
tage (Denrell et al. 2003).

It is our view that the widespread, interesting and important scholarly discussion of 
knowledge creation in MNCs over time has moved from an excessive focus on the activi-
ties and capabilities of units in the parent country to a possibly equally excessive focus on 
initiatives, entrepreneurship and the environmental embeddedness of foreign subsidiaries. 
Since the pendulum has swung, less focus has been given to developing a synthesis, that 
is, a more balanced, integrated theory that explores the details of why and how MNCs are 
regularly able to combine parent and subsidiary competencies with external knowledge 
and to create knowledge of the type that underlies a sustainable competitive advantage. 
Moreover, most examinations of MNCs have hitherto been focused on macro-level con-
structs, ignoring possible forces at the micro level (Foss and Pedersen 2004).

As described in the resource-based view, for knowledge and resources to provide for 
sustainable competitive advantage the requirements are vast (Barney 1986a, 1991; Peteraf 
1993) and they can only be developed in intricate ways. To develop them, extreme lev-
els of knowledge exploration are required, which includes elaborate processes involving 
complex social webs of many actors and their interactions over time in trying to deter-
mine which combinations of knowledge and resources that may be valuable. In fact, this 
process is so complex that it is likely to include a fair amount of serendipity (Denrell et 
al. 2003) and luck (Barney 1986a), but above all it is characterized by social complexity  
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(Barney 1991). Based on the recent focus in strategic management research on micro-
foundations (Felin and Foss 2005; Gavetti 2005; Regnér 2003, 2005; Teece 2007), 
socially situated strategy-making (Johnson et al. 2003; Jarzabkowski 2004; Regnér 2008; 
Whittington 2006) and extreme exploration requirements in the economics of strategic 
opportunity (Denrell et al. 2003), our purpose is to develop a new perspective of MNC 
knowledge creation. The aforementioned research, however, is still in its early stages and 
under development, and thus far very little has been explored in the field of international 
business and management research. Nevertheless, these emerging ideas have potentially 
important implications for MNC theory and for explaining how novel knowledge is cre-
ated in the MNC. Our primary concern here is thus with the MNC as a vehicle for ‘inter-
national knowledge creation and transformation’, rather than ‘international knowledge 
transfer’. We will argue that the MNC is, in fact, fittingly designed for knowledge crea-
tion and, due to its complexity and diversity, a useful study object for evaluating hypoth-
eses concerning knowledge creation and innovation in general.

Our point of departure is that differences, both between countries (Ghemawat 2007) 
and between diverse MNC units within the same country, are valuable sources of variation 
and creation, and are not (solely) limitations which must be overcome. This perspective 
incorporates some fundamental characteristics of MNCs that may result in knowledge 
creation advantages over local firms. While aspects of these advantages have been dis-
cussed earlier, we will emphasize the systemic properties of the MNC, as we believe that 
progress can now be made by focusing on the micro-level processes that underpin the 
creation of new knowledge that may potentially generate a competitive advantage.

In essence, we argue that, in spite of allusions to the ‘recombination’ of knowledge in 
MNCs (Kogut and Zander 1992, 1993; Hedlund 1994), we have tended to overlook the 
process of knowledge creation, even in the resource-, capabilities- and knowledge-based 
approaches. We thus need more insight into how resources, capabilities and knowledge 
emerge and are created to begin with and what the organizational and managerial proc-
esses and activities are that underlie this. While research has started to examine micro-level 
mechanisms of knowledge and strategy creation in MNCs and diverse categories of man-
agers and strategy activities involved (Regnér 2003, 2005) we still do not have a complete 
picture of this or the interactions and synergies between MNC sub-units and subgroups. 
Research on dynamic capabilities emphasizes capability change, but it has so far mainly 
focused on the nature of the capabilities and their evolution at the firm level (Eisenhardt 
and Martin 2000; Helfat et al. 2007; Teece et al. 1997; Teece 2007; Winter 2003).

Hence, while research on knowledge transfer in MNCs has celebrated great achieve-
ments, we also need to direct our attention towards the creation of unique and idiosyn-
cratic knowledge, during which the exchange of tacit and non-codifiable knowledge plays 
an important role. Before the surge of knowledge transfer research, we somewhat naively 
neglected knowledge dissemination in MNCs, or assumed it to be smooth and devoid 
of friction. Similarly, there has been a tendency to assume that knowledge creation hap-
pens more or less effortlessly as a result of research and development (R&D) or other 
routine innovation activities, particularly in MNC units which are sometimes enabled by 
benevolent knowledge sharing between them. We, however, believe that the processes 
and mechanisms involved are considerably more complex and at times tension-ridden, 
especially for more idiosyncratic combinations of knowledge and capabilities that may 
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provide a competitive advantage. In addition, the trends among MNCs in certain indus-
tries to not only outsource manufacturing, but also (routine) technological development 
indicates that it is becoming increasingly likely that a sustainable competitive advantage 
will instead derive from the internal creation of socially complex, tacit knowledge in 
combination with effective knowledge transfer.

In our analysis, we will base our argument on contemporary strategic management 
research and relax some commonly used points of departure and assumptions in the anal-
ysis of MNCs, including: the emphasis on aggregate macro-levels of analysis; the top 
management/headquarters strategic decision-making and choice perspective (and thus 
homogeneity regarding strategy beliefs), the dominant belief in managerial intentionality 
and foresight and the emphasis on tension and conflicts between (foreign) units as impor-
tant limitations and liabilities. The creation of potent new knowledge in MNCs will thus 
here no longer be seen as essentially a harmonious, well-planned local affair executed 
in traditionally competent and advanced home countries, initiative-rich entrepreneurial 
local subsidiaries, or designated global ‘centers of excellence’.

The MNC as an Empirical Foundation for Theory-Building

When discussing the MNC as a research context, Roth and Kostova (2003) argue that 
MNCs have been used: (a) to study MNC-specific phenomena; (b) to validate and expand 
upon existing theories; and (c) to develop new theories. In this article, we aim to develop 
new theories about knowledge creation from a micro-perspective which is concerned 
with individuals’ identities (including their perceptions, motivations, actions, and norms) 
and social dynamics. We will attempt to explain why MNCs with a certain degree of 
regularity can create and develop new knowledge that will lead to a sustainable competi-
tive advantage, and what the underlying micro-processes may look like. Our perspective 
when studying MNCs is designed to ‘leverage complexity’, in the sense that the complex 
nature of MNCs is used as an asset (instead of a complicating liability) in our quest 
to understand fundamental organizational phenomena. Fundamentally, we argue that the 
study of MNCs can contribute to other management research areas, such as organizatio-
nal and strategic management theory, and also to other disciplines which are interested 
in knowledge creation and sources of firm heterogeneity (economics, sociology, psycho-
logy, etc.).

MNCs operate in many different environments, using an array of geographically diverse 
units and groups with different goals, and are inhabited by managers and employees from 
different ethnical and cultural backgrounds and with different roles. Most scholars refer 
to ‘diversity in identity’ as being based on membership in social and demographic groups, 
and how these differences in identities affect social relations in organizations. Diversity 
can therefore be defined as a mixture of people with different group identities within the 
same social system (Nkomo and Cox 1996). In this context, MNCs must be regarded as a 
potentially very fruitful ‘bowl or kettle of fish’ in which to botanize. The contextual het-
erogeneity, combined with the intra-organizational complexity and individual variability, 
makes it possible to study a rich and varied set of identification processes shaping social 
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interaction, and ultimately to study organizational performance. By using the MNC as a 
context for research, scholars will be able to leverage the fact that the default situation 
in an MNC provides a great deal of variation in terms of the social categories available 
for analysis (see Zander et al. 2010). The ensured potential variability of multiple local 
patterns of identification processes within the context of a larger global frame and the 
resulting outcomes in terms of knowledge creation should help us to answer questions 
and to develop theories of a general nature, where small, local organizations can be seen 
as a special case.

While MNC-related research may be gaining legitimacy during this period of globali-
zation, scholars are increasingly being asked to defend their choice of MNCs as a study 
context and to demonstrate and articulate the distinctiveness of this context for theory 
building. We believe that a central question to be answered by the community of inter-
national business scholars is: what is the benefit of studying MNCs, arguably the most 
complex organizations in existence today? In our view, the obvious answer to this type of 
question is that it is beneficial to study MNCs because of their inherent systemic internal 
and external complexity. In short, the study of MNCs allows researchers to study the 
complexity of different environments and semi-integrated internal units that are willing 
(or sometimes forced) to interact under a common corporate roof. Understanding these 
processes may illuminate important new general relationships and explanations regard-
ing, for instance, knowledge creation.

Thus, in contrast to some who believe that international business research is less likely 
to contribute to the core of other domains (Peng 2004), we argue that research on MNCs 
has a great potential to contribute to other bodies of theory (cf. Ghoshal and Westney 
1993). Our response to those who are concerned with international business researchers’ 
lack of focus on ‘big questions’ (Buckley 2002), a ‘lost relevance’ and scholars’ ‘atheo-
retical’ approach (Shenkar 2004) is that the interaction between semi-integrated MNC 
units in the unique context of cross-border and culturally complex operations in knowl-
edge creation processes offers extraordinary opportunities to examine big, relevant and 
theoretically central questions.

With regard to the broad potential of the MNC as a valuable study object, we will 
therefore develop three central themes in this paper. First, we will discuss contemporary 
strategic management theory and the possibilities for the discovery of valuable strate-
gic opportunities underpinning sustainable competitive advantage. Second, we will build 
on emerging thoughts in strategic management, focusing on the micro-foundations of 
strategy, and develop our view of how the interaction between diverse sub-units and sub-
groups within the MNC may facilitate knowledge creation. Finally, will we argue that the 
MNC comprises a fertile foundation for examining knowledge creation, and examine the 
ways in which this may be useful, both for scientific progress in the fields of international 
business and other research areas, and for practitioners.

The remainder of this article is divided into five sections. First, the literature on knowl-
edge in MNCs is briefly reviewed and the history of the field in this respect is used as a 
backdrop for our main argument; that knowledge creation in MNCs takes place due to 
their large exploration capacity, their potential for combining extant and novel knowl-
edge, and the tension in the intersection between diverse subgroups. Second, the extensive 
requirements for a sustainable competitive advantage in strategic management theory are 
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discussed in relation to the potential for knowledge creation in MNCs. Next, we discuss 
the importance of the diversity of cognitive interpretations and normative evaluations 
for knowledge creation within what we label “social-identity frames” and how they may 
differ between diverse parts of the MNC. Fourth, the importance of temporary tension in 
the knowledge creation process is discussed and our argument is summarized. Finally, we 
will discuss our ideas in relation to previous international business research, outline pos-
sible limitations, and suggest areas for future research.

Knowledge Creation in MNCs

The knowledge-based view of the firm, which is based on the Schumpeterian spirit, claims 
that firms are essentially knowledge-creating entities and that the successful creation of 
new, commercially viable knowledge leads to a sustainable competitive advantage. Con-
tinuous knowledge creation and utilization are seen as the raison-d’être of firms in a 
world which is characterized by a process of creative destruction (Schumpeter 1942). 
This reasoning is deeply rooted in the international business discipline.

Hymer (1960/1976) in his seminal contribution, emphasized the importance of own-
ership- or firm-specific advantages for firms wishing to overcome the disadvantages of 
being active in foreign markets. As he showed, firms which engage in overseas produc-
tion must have some form of proprietary advantage in order to compensate for the natural 
disadvantage of competing with established firms in a foreign land. As stated by Dunning 
(1980, 1988) this firm-specific advantage can be subdivided into two distinct types of 
advantage: asset advantages, that stem from the exclusive and privileged possession of 
income-generating assets, and transaction advantages, which reflect the firm’s ability to 
economize on transaction costs as a result of multinational coordination and control of 
assets. While belief in the role of transaction cost economizing is common, there has been 
general agreement that some form of firm-specific advantage is nonetheless necessary 
for international expansion (Rugman 1981; Dunning 1988). In this context, home-mar-
ket conditions and entrepreneurship in particular have been seen to affect the speed and 
direction of internationalization (Johanson and Vahlne 1977; Oesterle 1997; Oviatt and 
McDougall 2005). Technological resources, in particular, have been the focus of many 
studies of firm-specific advantage (e.g., Teece 1977; Rugman 1981), although research-
ers have also considered manufacturing, marketing, organizational and human resources 
(Dunning 1993, p. 81).

In early international business theory, the prevailing assumption was that the necessary 
advantage was a product of knowledge creation in the MNC’s (highly developed) home 
country. It is not surprising that Vernon (1966), in his product cycle hypothesis, discussed 
the actions of North-American MNCs in a similar way to Hymer. Vernon’s (1979) revi-
sion of the idea of the product cycle came as a response to the United States (US) and its 
MNCs gradually beginning to lose their completely dominant post-war position in the 
world economy.

In the mid-1990s, Cantwell (1995) re-examined two hypotheses associated with earlier 
versions of the product cycle model. The first hypothesis, that innovations are almost 
always located in the home country of the parent company, was rejected on the basis of 
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evidence drawn from 100 years of US Patent Office data. The second hypothesis, that 
the international dispersion of activity was led by leaders in the field of technology, was, 
however, proven to be historically valid. The advantage of MNCs is that they are able to 
exploit new knowledge from across the globe, which is often created locally in foreign 
markets.

Beginning in the late 1970s, there was an increasing realization that MNCs were busy 
developing internal international networks in order to exploit the potential of foreign 
units in different locations which were initially involved in the adaptation and develop-
ment of technology, but which, over time, drifted into research. Motives, the characteris-
tics of different locations, inter-temporal characteristics, modes of entry for foreign direct 
investment (FDI) in R&D, and the roles of foreign subsidiaries in knowledge creation 
have been explored in a variety of countries and settings.2

The internationally distributed R&D activities in MNCs can, in a wider sense, be seen 
as manifestations of entrepreneurship in foreign subsidiaries. A parallel body of literature 
was developed from the 1980s onwards, in which the strategies of MNCs began to center 
on the increasingly important role played by subsidiary companies as contributors to the 
development of firm-specific advantages. MNC subsidiaries start out with market-seek-
ing responsibilities (i.e., with the objective of selling the MNC’s products in the local 
market) but, as the parent company grows and as the subsidiaries develop resources and 
capabilities of their own, they take on additional responsibilities, tapping into new ideas 
and opportunities in the local market, interacting with other actors in the local environ-
ment, building up their unique capabilities on which the rest of the MNC can draw, and 
becoming active participants in the formulation and implementation of strategy (see, for 
example, Prahalad and Doz 1981; Hedlund 1986; Bartlett and Ghoshal 1989; Gupta and 
Govindarajan 1994; Birkinshaw 1997; Birkinshaw et al. 1998). The body of research 
which is concerned with subsidiary roles—determined by the external environment, 
headquarters or subsidiary managers—is testament to the shift which has taken place in 
the locus of firm-specific advantage creation (Ghoshal and Nohria 1989; Martinez and 
Jarillo 1989; Roth and Morrison 1992; Gupta and Govindarajan 1994; Birkinshaw and 
Morrison 1996). Knowledge creation and maintenance in MNCs, and thereby their sus-
tainable competitive advantage, has therefore shifted from being seen as the sole concern 
of the parent company to including the efforts of individual foreign subsidiaries.

Increasingly, foreign subsidiaries are conceptualized as semi-integrated entities with 
entrepreneurial potential within a complex competitive arena, consisting of an inter-
nal environment of other subsidiaries, internal customers and suppliers and an external 
environment consisting of customers, suppliers and competitors (cf. Birkinshaw et al. 
2005). Recently, the role and importance of the external environments in which MNC 
subsidiaries are active and embedded has received an increasing amount of attention in 
the discussion of knowledge creation in MNCs (Rugman and Verbeke 2001; Andersson 
et al. 2002, 2005, 2007; Almeida and Phene 2004). An extreme version of the importance 
of the local environment in knowledge creation is presented by Yamin (2002), who argues 
that the organizational isolation of foreign subsidiaries in MNCs can lead to the replica-
tion of idiosyncratic routines, and that control instruments may work less effectively. As 
foreign subsidiaries are isolated, the probability that a differentiated set of knowledge will 
exist increases, and the adaptive capabilities of the MNC are improved.
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It is our contention that the scholarly discussion of knowledge creation in MNCs 
has moved from an excessive focus on units in the parent country (internal/home) to an 
equally excessive focus on the units in an environment of the host country (external/host). 
We strongly believe that the key to understanding knowledge creation in MNCs lies in the 
systemic recombination of knowledge (cf. Kogut and Zander 1992, 1993; Hedlund 1994) 
which comes about when multiple and heterogeneous subunits and subgroups in an MNC 
interact in (and sometimes collide over) discussions concerning what new knowledge and 
novel capabilities will provide locally or globally exploitable business opportunities in the 
future (cf. Regnér 2003). Instead of discussing the advantages of multinationality in terms 
of the specific places in which they may reside, we intend to examine and understand the 
fundamental systemic principles and processes that underpin knowledge exploration and 
creation in MNCs. We will demonstrate the basic characteristics and structural features 
which provide MNCs with an advantageous position for exploration and creation, in rela-
tion to local firms. Our focus is on the diversity of subgroups in the MNC and the underly-
ing micro-level processes that drive knowledge creation and contribute to the creation of 
novel (re-)combinations of knowledge and potentially competitive advantage.

MNCs and Possibilities for Strategic Opportunities and Competitive Advantage

The importance of knowledge heterogeneity has been one of the most pervasive pillars in 
strategic management research for quite some time (Rumelt 1984, 1991; Wernerfelt 1984; 
Barney 1986a, 1991; Winter 1987; Kogut and Zander 1992; Peteraf 1993). The doors that 
the resource-based view has left open for possible discovery and the creation of hete-
rogeneous strategic opportunities and sustainable competitive advantage are, however, 
few. Fundamentally, the sources of competitive advantage have been described as being 
related to luck, superior insight into the firm’s own strategic assets (Barney 1986a), cau-
sal ambiguity (Alchian 1950; Lippman and Rumelt 1982),unique historical conditions or 
social complexity (Barney 1991). While recognizing that the borders between the latter, 
causal ambiguity, and historical conditions is not always clear and sharp in the literature, 
and that there may clearly be interaction effects between them, we emphasize and try to 
elucidate social complexity in this paper (cf. Regnér 2010).

A basic foundation of the resource-based view is that, in an efficient strategic factor 
market, the price of each existing resource will reflect its value in all of its present uses 
(Barney 1986a). Valuable strategic opportunities cannot be found unless some novelty is 
introduced in the creation and/or use of resources. It has therefore been argued that the 
discovery of such opportunities is likely to be serendipitous and requires that the firm was 
already in possession of several of the necessary components before the discovery, but 
believed them to be of little value individually (Denrell et al. 2003). This is because of 
the complex combinatorial character of valuable strategic opportunities (if they weren’t 
complex, they would already have been discovered). In addition to putting a premium on 
being exposed to vast and different sources of knowledge, this puts a premium on already 
having a diverse internal knowledge set-up. Hence, first the firm needs to be exposed to 
a sufficient amount of new knowledge and second, because of the complex combination 
of knowledge which is required, the firm has already to be in possession of some of the 
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required components. If this analysis is correct, it is not farfetched to suggest that MNCs 
may be in a particularly advantageous position from which to capture new and valuable 
strategic opportunities compared to local actors (although, at least partly, for serendipi-
tous reasons).

The required introduction of novelty in the creation and/or use of resources can be 
exogenously and/or endogenously driven. Changes in the environment (in technology, 
regulation, customer’s preferences, etc.) or alternative internal interpretations and com-
binations of resources can therefore introduce variation and novelty. The MNC seems to 
be uniquely positioned to seize both. The extraordinary combination of an elevated diver-
sity of a combination of external and internal sources of knowledge may thus provide 
the MNC with an advantageous position in relation to smaller and/or local competitors. 
The idea of the MNC as a ‘global scanner’ that has the capacity to detect opportuni-
ties in global environmental change is part of the foundation of international business 
theory (Buckley and Casson 1976; Vernon 1979) and has been further developed in more 
recent international business theories (Doz et al. 2001). While this notion is central, it is 
important to realize that external knowledge is always filtered through internal cognitive 
interpretations and normative evaluations and combined with diverse internal knowledge, 
resources and capabilities. External knowledge is therefore not independent of internal 
knowledge. The value of the immense variety in internal MNC knowledge sources has, 
however, attracted far less attention than the global reach of MNCs. Moreover this variety 
is often not intentional; the diversity in resources, capabilities and views is quite com-
monly a result of slack. Knowledge sometimes remains in ‘dark and distant corners’ of 
the MNC, where the ‘torch’ of reengineering and efficiency programs has not managed 
to illuminate slack that is to be weeded out. In effect, MNCs frequently know more than 
they use, which often later may prove useful in the discovery and creation of strategic 
opportunities (Miller 2003). Compared to previous emphasis, this analysis shifts the focus 
onto the interaction of numerous semi-integrated internal sub-units and subgroups of the 
MNC, including a multiplicity of capabilities, cognitive frameworks and norms.

MNC subgroups introduce novelty based on diverse and sometimes conflicting cogni-
tive interpretations and normative evaluations in the quest for strategic opportunities that 
signify ‘social complexity’, which has been suggested as the basis on which a sustainable 
competitive advantage can be built (Barney 1991). Social complexity denotes complex 
social phenomena that significantly constrain other firms’ opportunities for imitation. A 
number of such frictions and inertial forces that delay imitation have been suggested 
(Barney 1986b; Bromiley 2005; Rumelt 1995; Regnér 2010; Schoemaker 1990). They 
may, for example, involve particular characteristics of the organizational culture (Barney 
1986b), reputation (Porter 1980), cognitive frameworks (Amit and Schoemaker 1993) 
and norms (Jonsson and Regnér 2009). The MNC comprises any number of these com-
plexities, such as organizational culture at the corporate level (e.g., ‘The HP way’ or ‘The 
IKEA way’) as well as particular perceptions, norms, etc. in sub-units and subgroups and, 
above all, all possible combinations of these. It is particularly interesting that, the MNC 
encapsulates a whole range of (partly overlapping) possible socially complex phenomena 
that may provide various strategic opportunities and that can be thought of as strategic 
options (cf. Kogut 1983, 1989).
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In short, we suggest that MNCs may be particularly well-equipped to combine diverse 
external and internal sources of knowledge, and that the latter may play a particularly 
important role as they not only encompass an extreme diversity in the nature of resources 
and capabilities compared to local actors, but also diverse interpretations and evaluations 
of these assets and of their possible combination with external sources of knowledge. The 
MNC is thus systemically equipped for capturing a broader range of strategic opportuni-
ties than local firms, not the least in interaction with some of these, like local innovators 
and entrepreneurs (cf. Bohman 2010). In comparison to earlier arguments for the advan-
tages of MNC global reach, we emphasize not only the potential access to diverse exter-
nal sources of knowledge, but the importance of the exposure to an unusual amount of 
external knowledge that this implies and the possibilities of knowledge combination and 
integration that this offers. Most importantly, this knowledge is evaluated from a whole 
range of different vantage points based on diverse cognitive and normative evaluations 
and equally diverse combinations of a range of diverse resources and capabilities, which 
suggests that a complex web of social phenomena is involved.

In the partly serendipitous process of discovering and creating novel strategic oppor-
tunities and competitive advantage, the MNC is thus in the long run likely to have an 
advantage over local firms due to its extremely broad and diverse set of resources and 
capabilities and cognitive interpretations and normative evaluations under a common 
global roof. In brief, the MNCs include multiple sets of subgroups that, on the one hand, 
share common cognitions and norms with the rest of the MNC, but that also harbor their 
own idiosyncratic cognitions and norms that may potentially capture valuable strategic 
opportunities. In the following section, we will discuss specific aspects of this in the con-
text of what we have labeled as ‘social-identity frames’.

MNCs as Collections of Multiple Social-Identity Frames

As discussed above, MNCs encompass vast differences within themselves, not only in 
terms of exposure to external knowledge and the knowledge set-ups of diverse subgroups, 
but also in terms of how various subgroups cognitively and normatively evaluate their 
own and external knowledge and opportunities. Novel knowledge creation includes a 
process of identifying what knowledge to create, being motivated to pursue knowledge 
creation and, finally, having the ability to do so. This is similar to the proposed three-stage 
process of imperfect imitation, which emphasizes the importance of cognitions and norms 
as antecedents to the technological ability to imitate (Jonsson and Regnér 2009; Regnér 
2010). This analysis thus emphasizes the significance of cognitions and norms, which are 
inherent social phenomena shared among people, and their potential important conse-
quences for knowledge and strategy creation and sustainable competitive advantage.

It has been observed in empirical investigations of MNC strategy creation that dif-
ferences between subgroups’ strategy contexts, including their inherent knowledge or 
cognitive structures and activities, can have profound influence on strategy process and 
subsequent strategy content (Regnér 2003). Specifically, depending on the character of the 
MNC subgroup or sub-unit setting and intrinsic knowledge structures, they exhibit more 
or less accurate associations and actions for the discovery or creation of new strategic 
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opportunities. They thus differ in their capacity to create novel knowledge or capabilities. 
Consequently, strategy contexts have been described as ‘activity configurations’ includ-
ing specific actors, cognitive frames, socio-cultural features, artifacts and practices that in 
combination, rather than individually through complementarities (Roberts 2004), provide 
for strategy creation (Regnér 2008). Social embeddedness and relations are thus essential 
in the development of strategy and capabilities. Individuals and groups of actors build on 
shared understandings (e.g., group, departmental, organizational) and interactions with 
others (e.g., colleagues) in strategy making. It is this intentional engagement with other 
people and their views that makes things meaningful; actors use their social relations 
when updating their beliefs and behavior, and thus in their quest for a competitive advan-
tage involving knowledge creation (Balogun and Johnson 2004; Regnér 2003).

Similarly, recent research on strategy-as-practice has emphasized the significance of 
socially-shared understandings and shared views of practices that organizational mem-
bers draw upon with consequences for strategy-making and strategic outcomes (John-
son et al. 2003, Whittington 2004, 2006; Jarzabkowski 2004). The importance of shared 
understandings seems to be particularly apparent when new knowledge, capabilities 
and strategies are formed via complex social and knowledge-based relationships in sub-
groups within the firm/MNC. This has been demonstrated with regard to new venture 
units (Burgelman 1983), middle management initiatives (Floyd and Wooldridge 2000), 
peripheral strategic initiatives generally (Regnér 2003), and has also been observed for 
MNC subsidiaries (Birkinshaw and Fry 1998; Birkinshaw et al. 1998; Birkinshaw 2000). 
In brief, subgroups are spontaneously or deliberately formed and entail distinct social 
identities and relationships which are separate from the rest of the organization with the 
intention of generating new capabilities and products, as well as novel strategies.

The very essence of the knowledge-based view of firms (Kogut and Zander 1992, 
1993, 1996; Zander and Kogut 1995; Nonaka and Takeuchi 1995; Grant 1996; Spender 
1996) is that firms represent social knowledge of coordination and learning which is 
bound to identity (see also Tripsas 2009). Economic value is seen as being built upon 
coordinated action carried out by members of a social community with specialized and 
personal knowledge. The inherent sociality of people provides the basis for the sustained 
combination and coordination of knowledge and capabilities and eventually, competitive 
advantage. What binds people together in knowledge-producing organizations are cat-
egories of what is normal and abnormal, what is good and bad, who is like us or not like 
us, what works and what does not work. The link between the individual and the social is 
that these categories are anchored in multiple and contradictory but shared identities like 
family, clan, class, religion, nationality, ethnicity, language, craft, profession (see Kogut 
2008). This provides the basis for novel knowledge combinations. While there is no large 
body of research focusing on shared understandings and interpretations in MNCs (cf. 
Marschan-Piekkari et al. 1999; Kim et al. 2003; Vaara et al. 2003; Frost and Zhou 2005,  
Vaara and Tienari 2008), some researchers have examined the ways in which diverse 
knowledge frameworks (Regnér 2003) and embeddedness in diverse norms (Edman 
2009) can promote the identification and exploration of strategic opportunities.

In line with the reasoning outlined above, we suggest the social-identity frame as a 
socio-cognitive deduction that invokes a certain understanding and behavior in relation 
to a strategy (Regnér and Zander 2008) and on which organizational members inductive, 
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forceful, and intentional discovery and creation of novel knowledge is based (Regnér 
2003). Social-identity frames are characterized by shared cognitions, norms and prac-
tices and related visions of the future that produce and reinforce certain emotions, beliefs 
and behaviors. This implies that while managers and other organizational members 
work vigorously, diligently, and intentionally on discovering and creating new strategic 
opportunities, they do so within a social-identity frame and thus based on widely shared 
perceptions, motivations and emotions. In addition to building on social identity theory 
(e.g., Tajfel 1974; Turner 1975; Tajfel and Turner 1979) the social-identity frame concept 
draws from early theoretical and empirical research in the knowledge-based view (Kogut 
and Zander 1992, 1993, 1996; Zander and Kogut 1995) and the strategy activity and prac-
tice approach (Regnér 2003, 2005) that emphasize the importance of group identity and 
activities respectively for capability, strategy and firm emergence and creation.

The social-identity frame concept is thus related to extant research on strategy-as-
practice (e.g., Johnson et al. 2003; Jarzabkowski 2004; Regnér 2003, 2008; Whittington 
2006) that builds on social theory generally (Giddens 1984) and its practice-turn specifi-
cally (e.g., Schatzki et al. 2001; Schatzki 2002). The significance of practice (Pickering, 
1995), communities of practice (Lave and Wenger 1991) and epistemic communities and 
cultures (Haas 1992; Knorr-Cetina 1999) have also been picked up on in organizational 
theory (e.g., Brown and Duguid 1991, 2001; Orlikowski 1992, 2002) and in examinations 
of the knowledge-based view (e.g., Håkanson 2010; Fransson et al. 2011). Compared to 
some of this research, the social-identity frames concept puts relatively more emphasis on 
individual agential action in knowledge creation and the importance of social interactions 
and relationships within and between groups for this. The focus is on business acumen 
and individuals solving various tasks in knowledge creation in accordance with a vision 
and an agenda within diverse social-identity frames. The interacting web of strategies 
(Kristensen and Zeitlin 2005) and actions pursued by different actors in the MNC entails 
co-creating and coordinating knowledge and activities towards novel knowledge, capa-
bilities and strategies.

Social-identity frames thus capture shared understandings and behavior, including 
common perceptions (cf. Huff 1982; Porac et al. 1989), norms (Scott 2001; Jonsson and 
Regnér 2009) and practices (Whittington 2006), around which knowledge is organized 
in strategy making. In the language of the knowledge-based view, identity frames are 
cradles of social communities which have the potential to create economic value built on 
coordinated action among people with their own specialized and personal knowledge, but 
rallying around a shared vision (Kogut and Zander 1996). This is what Penrose (1959, 
p. 216) calls an ‘image’ in the mind of an entrepreneur, or an entrepreneurial ‘vision’ in 
the words of Schumpeter (1942).

Shared social-identity frames within an organization or group bring into play particular 
beliefs and behaviors in relation to strategy. This implies that diverse subgroups within the 
MNC can form their own cognitive interpretations and normative evaluations in relation 
to the same knowledge, resources, capabilities, opportunities, etc., and act accordingly. 
In this way, identity, knowledge and strategy are mutually constitutive and need to be 
examined together, as knowledge in operations builds on these understanding-behavior 
deductions. The importance of social mechanisms for knowledge transfer has previously 
been emphasized in international business research (Nobel and Birkinshaw 1998; Gupta 
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and Govindarajan 2000; Björkman et al. 2004), but less focus has been given to its vital 
importance for knowledge creation.

In MNCs, a number of social-identity frames exist at different levels. Often, we see 
them as tied to subsidiaries, but frames organized around visions of major new technolo-
gies or customers, for instance, are also possible in other subgroups of the MNC. Multiple 
social-identity frames at lower levels are eventually nested within a common corporate 
social-identity frame. It is this common frame that is responsible for the centripetal force 
which is necessary in order to encourage units with different social-identity frames to 
attempt to interact and cooperate for the common good of the MNC. Without it, units in 
significantly different institutional settings would drift apart and only be creative within 
their local social-identity frame, much like their national competitors.

To summarize briefly: when introducing social-identity frames as a key concept, we 
emphasize the importance of sociality and identification and thus invoke interests other 
than those which are purely economic in business activities. In short, social-identity 
frames can be seen as social constructs which are negotiated between knowledgeable 
and intentional actors in order to anticipate and manage perceptions and motivations in a 
group or organization, and thereby define their social interests. Most fundamentally, we 
thus emphasize social interests, including identification, approval, belonging, sociability, 
status, etc., in addition to economic interest. This emphasis on social interests including 
norms and motivations differs from the emphasis used by other researchers who have 
primarily emphasized cognitive constructs (Huff 1997; Porac et al. 1989), often inter-
preted as top management mindsets in the international business literature (Sucheta et 
al. 2011). Another important difference is that, in our conception, cognitions and norms 
are intertwined with action (Weick 1995), as emphasized in recent work in strategy-as-
practice (Balogun and Johnson 2004; Kaplan 2008; Regnér 2003, 2008). Hence, there is 
not simply a one-way relationship between cognition and action, but a two-way process 
between social-identity frames and action.

Extreme Knowledge Exploration and Diversity in MNCs: Knowledge Creation 
and Temporary Tension

Why then would multiple and diverse social-identity frames within the MNC promote 
knowledge creation? We noted above that the complex combinatorial characteristics of 
strategic opportunities that generate a sustainable competitive advantage require both ext-
reme exploration (Denrell et al. 2003) on the one hand and, on the other hand, that the 
firm is in possession of a great deal of the required knowledge before the discovery of the 
strategic opportunity (Miller 2003). The simple, but significant, answer to the question 
is therefore that the division of the MNC into geographically separated, semi-integrated 
subgroups with diverse social-identity frames can help the MNC to explore new strategic 
opportunities and to create new knowledge in this way. On the one hand, this division 
simultaneously provides the MNC with a global reach with regard to external sources of 
knowledge and, above all, a diverse range of internal sources of knowledge, including 
diverse cognitive and normative evaluations of external and internal knowledge and, the-
refore, extreme exploration. On the other hand, it implies that the MNC may already be 
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in possession of a great deal of the complementary knowledge required for the discovery 
or creation of strategic opportunities, including a set of diverse resources and capabili-
ties and cognitive and normative evaluations. A division into subgroups or -sections is a 
common solution when trying to improve organizational structure in order to promote 
variation (e.g., Siggelkow and Levinthal 2003; O’Reilly and Tushman 2004), not least 
in the pursuit of ambidextrous organizations (Raisch et al. 2009), according to the litera-
ture on network structure (Hansen 1999), and on communities of species (Wright 1978). 
A semi-integrated subgroup structure improves the balance between exploration and 
exploitation (March 1991) and makes the organization search in more diverse ways for 
strategic opportunities (Fang et al. 2009). The evolution of the MNC, by its very nature, 
ensures the creation of distinct semi-integrated subgroup structures due to the differences 
between countries (Ghemawat 2007). Formal organizational structures in MNCs, toge-
ther with informal coordination mechanisms (see Martinez and Jarillo 1989), have to a 
varying extent been seen as reflecting and supporting underlying sub-group structures.  
Wolf and Egelhoff (2010), for instance, argue that the double subordination of the matrix 
structure offers a sufficient level of heterogeneity in perspectives.

The significance of the multiplicity of partially and temporarily conflicting social-
identity frames under a common MNC social-identity roof has largely been overlooked. 
Employees in a number of semi-integrated MNC units involved in search eventually meet 
in different constellations in an interchange between these diverse sources of knowledge in 
order to determine what strategies to pursue in the future and what knowledge to use. It is 
this variation in social-identity frames, in combination with a shared centripetal corporate-
wide social-identity frame (often manifested in a corporate vision/mission statement, cor-
porate values, and/or a corporate culture) which ensures the creation of new knowledge.

Our reasoning implies that we in the MNC, on the one hand, see a central (headquar-
ters) social-identity frame that tries to ensure the reliable reproduction of knowledge, 
and on the other, flourishing sub-units and subgroups including diverse social-identity 
frames that, with the support of the local environment and networks, pursue the creation 
of their own knowledge and their quest for strategic opportunities. These two types of 
social-identity frame, of course, overlap to a certain degree. Organizational members may 
therefore be embedded in several identities; in addition to the overall organizational iden-
tity (that of the MNC), they may also be embedded in a local unit or subgroup identity 
(headquarters, subsidiary, team, etc.).

We suggest that the overlap and temporary tension created by these dimensions are 
essential as a foundation for the combination of knowledge and capabilities and thus for 
knowledge creation in the firm and the MNC. The overall and central force forms the 
basis of the firm, and local and peripheral forces tend to incessantly challenge the former 
or other social-identity frames. This regularly leads to temporary tension, lack of commu-
nication and conflicts (see e.g., Glimstedt et al. 2007). It turns out that tension is of signifi-
cant importance for knowledge creation and strategy development in MNCs. Empirical 
research on MNC knowledge creation shows how managers in different subgroups with 
diverse associations and actions towards one and the same strategic opportunity can come 
into sharp conflict (Regnér 2003). However, this also leads to a beneficial need to sharpen 
arguments and evidence and subsequent synthesis (Regnér 1999). Tension can thus not 
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only be accepted, but be valuable as a source of creativity (Poole and van de Ven 1989; 
Lewis 2000).

Strategy process research has repeatedly emphasized the significance of conflict and 
tension between different views regarding strategy in the firm and company politics in 
strategy development (Pettigrew 1973; Bower and Doz 1979; Johnson 1987) and in pro-
moting strategic change (e.g., Pettigrew 1987). Temporary tension may be necessary for 
the development of refined strategic alternatives and for the promotion of growth and 
change (Normann 1976; Pettigrew 1985; Crossan et al. 1999), as it may help to change 
cognitive attributions (Bowman 1995; Kaplan 2008) and behavioral routines, including 
the shaping of new combinations of knowledge. Our suggestion, that knowledge crea-
tion and the discovery of strategic opportunities may be the result of temporary tension 
emanating from within the organization, differs from the more common suggestions that 
emphasize the importance of environmental pressure or declining performance (Hedberg 
et al. 1976; Miller and Friesen 1980; Hedberg 1981) as triggers of knowledge creation, 
development and change. In our view, these diverse forces are interdependent; external 
forces and a declining performance are intimately linked with internal tension between 
social-identity frames. Multiple social identity frames enable knowledge creation and 
innovation in the MNC by causing fertile recurring temporary tension and provide for 
the possibility of social complexity (including specificity and stickiness) and therefore 
protection from competitor imitation. They may, of course also cause corresponding chal-
lenges in knowledge transfer, and it is a dire management task to create and maintain 
requisite loyalty to the company among employees pursuing visions and agendas tied to 
the local centrifugal social-identity frames they belong to.

It is in this context that a well-functioning overall and central MNC social-identity frame 
works as a centripetal force, letting change processes play out, and eventually facilitates 
the transfer of tacit and embedded knowledge within the firm and across borders (Kogut 
and Zander 1993). The peripheral social-identity frames in different host countries and sub-
sidiaries provide the necessary diversity within the MNC that encourages experimentation 
and the development of new ideas (Birkinshaw 2000). It is the temporary tensions between 
these different social-identity frames, we posit, that drive the exploration and innovation 
which is necessary for the MNC to prosper. This involves a trade-on between exploitation 
and exploration, rather than a trade-off in terms of ambidexterity. It is, therefore, not a 
question of headquarters (and possibly some subsidiaries) always taking on an exploita-
tive role, while other subsidiaries take on an exploratory role. Instead, it is a question of 
interplay between an exploitation-heavy centripetal MNC social-identity frame, which is 
related to extant core knowledge, and host-country and subsidiary social-identity frames 
that occasionally play an exploratory role. The temporary tension is, however, not neces-
sarily located between headquarters and the subsidiaries, but also between and within sub-
sidiaries. Most discussions regarding new knowledge and strategic direction within MNCs 
would include both a headquarters social-identity frame and multiple foreign subsidiary 
social-identity frames. An important factor supporting the existence of social-identity 
frames in the MNC, and contributing to the temporary tension and internal debate, is the 
empirically-demonstrated fact that the evaluation of capabilities in MNCs is an extremely 
complex task as suggested by contemporary theories in strategic management. Members of 
MNCs simply do not agree on where in the organization important capabilities reside—the 
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median inter-rater correlation for capabilities designated as strategic by top management in 
a sample of leading MNCs has been shown to be as low as 0.28 (Denrell et al. 2004).

What is therefore particularly interesting in the context of MNCs is the fact that the 
commonly observed and widely discussed temporary tension between headquarters and 
subsidiaries may, in fact, be instrumental and beneficial in the knowledge creation proc-
ess. Following the same logic, and exemplifying our argument, the conflict between glo-
bal coordination and national responsiveness (Bartlett 1986; Doz and Prahalad 1991) 
is often the one major reason why MNCs could potentially create new knowledge that 
would provide a competitive advantage on a regular basis.

To summarize, our story therefore casts some doubt on previous suggestions which 
were designed to promote integration and internal harmony in MNCs by balancing the 
need for global integration and local adaptation and, in fact, suggests that the opposite may 
be of more importance. The management of knowledge creation would therefore involve 
an invitation to uncertainty and ambiguity, and an acceptance and even encouragement 
of temporary tension. The striking paradox is therefore that the traditional division and 
tension between headquarters and subsidiaries that we can readily observe, and that a 
great deal international business research has tried to cure, may be crucial in encourag-
ing the processes of knowledge creation. Hence, while top managers and headquarters 
keep on chasing subsidiaries to align with the overall MNC in their efforts to cut variance 
and costs by standardizing and centralizing, and the subsidiaries sustain their efforts to 
increase variance by adapting to the local environment, knowledge creation thrives.

In contrast to some theories of MNCs, we therefore suggest that for the MNC to sur-
vive and prosper in the long term, it is critical that the central MNC force is always kept at 
bay with counter forces from the peripheries (cf. Regnér 2003). In fact, it could be argued 
that this is the foundation of the MNC—a network of entities based on a common core 
identity that is never fully allowed to take over, as this would stimulate a maladaptive 
process and lead to short-term solutions (Levinthal and March 1993). Instead, in addi-
tion to the common core identity, the MNC is divided into a set of centrifugal subgroup 
social-identity frames that ensure that it never falls into an exploitation trap in the face of 
complex problems and environmental changes.

In brief, and in line with the reasoning above, we propose seven reasons why MNCs 
are uniquely positioned with regard to capturing strategic opportunities and the creation 
of new knowledge which could potentially lead to a sustainable competitive advantage: 
(1) While earlier examinations have argued that MNCs practice exploration to a signifi-
cant degree, as each MNC stretches across national borders and over multiple heterogene-
ous organizational environments (Buckley and Casson 1976; Vernon 1979; Bartlett and 
Ghoshal 1989, 2002; Doz et al. 2001), we have clarified that it is the division of the MNC 
into multiple semi-integrated subgroups that promotes this extreme exploration which is 
necessary for the discovery and creation of strategic opportunities and a potential compet-
itive advantage (Denrell et al. 2003); (2) Second, a factor which is even more important 
and much less often discussed, is the fact that sub-unit and subgroup strategy contexts are 
likely to vary substantially within MNCs (Regnér 2003). MNCs are complex organiza-
tions involving many hierarchical levels with divergent social-identity frames, and on top 
of that, differences in location specificity further increase the variation in social-identity 
frames (Regnér and Zander 2008). These diverse social-identity frames incorporate a 
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range of different perceptions, norms and values that not only have implications for the 
interpretation and evaluation of internal knowledge, but also for external knowledge;  
(3) Third, while social-identity frames may differ between subgroups, there is still an 
overall and common MNC social-identity frame that allows for shared perceptions and 
norms at the firm level. This provides the foundation for the transfer and interchange 
of knowledge within the MNC (Kogut and Zander 1992, 1993); (4) Fourth, this inter-
nal diversity implies that the MNC is likely to already be in possession of some of the 
required components (knowledge/resources or a certain interpretation and/or evaluation 
of them) that are needed for complex knowledge combinations to take place and thus 
for the discovery of strategic opportunities (Denrell et al. 2003). Hence, even though 
efforts to bring about integration in MNCs over time tend to eliminate any excessive 
knowledge, resources and capabilities other than those which are required to produce core 
services or products, it is likely that there will be knowledge and assets in the sub-units 
and subgroups that are not of primary use and that may even be considered liabilities. 
These assets may prove to be valuable in later stages of strategy development, as this idi-
osyncratic knowledge or resource configuration may become essential for future strategic 
opportunities (Miller 2003); (5) A fifth distinct feature that we can observe is that, at 
times, social-identity frames may differ substantially between, for example, central/head-
quarter units and peripheral subsidiary units. This may produce significant differences in 
interpretations and evaluations of strategic opportunities and therefore temporary tension 
between the units (Regnér 2003). We proposed that it is within this temporary tension 
that the potential value of combining knowledge may lie, as it signifies an interchange 
between extant knowledge (which provides the current competitive advantage) and novel 
knowledge that may provide future advantages, which competitors have not yet detected 
(otherwise it would not be controversial); (6) Sixth, it is also apparent that the knowl-
edge creation and combination which is produced by temporary tension between multiple 
nested social-identity frames involves intricate social phenomena including diverse cog-
nitive and normative evaluations (Jonsson and Regnér 2009; Regnér, 2010, 2011) or, in 
other words, social complexity, and therefore may be inimitable (Barney 1991).

Our final message is thus that while MNCs are excellent vehicles for knowledge trans-
fer, they are better suited to the creation of knowledge that may potentially provide them 
with a competitive advantage through transformation than their mono-national counter-
parts. MNCs not only traverse borders and national cultures, but encompass multiple sub-
units and subgroups that involve a diverse set of social-identity frames that co-exist and 
interact under a common corporate social-identity frame, ownership, and governance. 
It can therefore be suggested that MNCs are organizational structures or networks that, 
while promoting novel knowledge creation/transformation through their diverse social-
identity frames, still have the potential to ensure that the best knowledge will be trans-
ferred throughout the organization and exploited globally.

Discussion and Conclusion

In this paper, we have used salient ideas from contemporary strategic management theory 
in order to examine MNCs and their capacity for generating ownership-specific advanta-
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ges/a sustainable competitive advantage through knowledge creation. Our point of depar-
ture was the strict requirements in strategic management theory for any opportunities for 
developing a sustainable competitive advantage (Barney 1986a, 1991) and the possibi-
lity of discovering strategic opportunities in spite of these requirements (Denrell et al. 
2003; Miller 2003). Building on the recent interest in the micro-foundations that underpin 
resources and capabilities (Felin and Foss 2005; Gavetti 2005; Teece 2007; Regnér 2003) 
and strategy-as-practice research (Johnson et al. 2003; Regnér, 2008; Whittington 2006), 
we have attempted to demonstrate how social complexity (Barney 1986b, 1991)—which, 
according to our theory translates as processes involving multiple social-identity fra-
mes—may provide inimitable knowledge creation and a competitive advantage. While 
this process includes managerial reflexivity and intentionality within individual social-
identity frames, it is, in accordance with evolutionary views of strategy (Dosi et al. 2000), 
partly serendipitous.

While an emphasis on knowledge transfer in the international business literature illus-
trates how the MNC can disseminate and exchange knowledge across units and countries 
to reap the benefits of scale and scope, we also emphasized the advantages of MNCs with 
regard to knowledge creation. New knowledge can emerge in many ways and in many 
parts of an MNC. If we focus on the kind of knowledge which underpins a sustainable 
competitive advantage, it is our conviction that it is created not at any particular node 
of the MNC network, but through the interaction of multiple social-identity frames that 
characterize the MNC. This puts an emphasis not only on the significance of interactions 
and synergies between diverse MNC resources (cf. Penrose 1959), but the different cog-
nitive and normative evaluations involved. We therefore see the MNC as a collection of 
partially isolated subgroups with distinct social-identity frames that create opportunities 
for recognition, interpretation, creation, communication, and adaptation in the face of 
environmental changes. It is the diversity produced by multiple social-identity frames and 
the potential internal temporary tension between them that enables the creation of unique 
and idiosyncratic knowledge of the kind that may potentially produce a sustainable com-
petitive advantage. The co-existence of a common corporate social-identity frame and a 
number of capable foreign subsidiaries, harboring their respective distinctive views of 
the world, can create a healthy and productive tension that will instigate the potential 
integrative creation of new knowledge. We see the systemic properties of this simultane-
ously heterogeneous and cohesive social community as decisive with regard to knowledge 
creation. We therefore suggest that MNCs are particularly well-suited to knowledge crea-
tion, in comparison to local firms, due to their systemic advantage of reaching for and 
absorbing extreme amounts of exploration. This requires people belonging to the same 
overall social community, but to different social-identity frames, to negotiate the tremen-
dous complexity involved in the discovery of the strategic opportunities that will provide 
a sustainable competitive advantage.

We have, based on our conviction, tried to make several contributions to the theory 
of MNCs. First and foremost, we suggest that while a common corporate MNC social-
identity frame promotes knowledge transfer (Kogut and Zander 1992, 1996; Zander and 
Kogut 1995) the diversity of different semi-integrated subgroups’ social-identity frames 
(Regnér 2003) within that common frame and the temporary tensions between them 
advances knowledge creation. Thus, we specify and extend previous suggestions that 
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MNCs have an advantage with regard to knowledge exploration due to their global reach 
(Buckley and Casson 1976; Vernon 1979; Doz et al. 2001). We have argued that it is not 
only global presence but the division into semi-integrated sub-groups or -sections (March 
1991; Fang et al. 2009; Wright 1978) including diverse visions, cognitive interpretations 
and normative evaluations of internal and external knowledge and resources in various 
social-identity frames (Regnér and Zander 2008) that promotes the required extreme 
exploration (cf. Denrell et al. 2003) and provides exploration advantages compared to 
local firms. Second, we extended this explanation of the advantages held by MNCs and 
suggested that, due to the diverse range of social-identity frames in MNCs, there is an 
increased likelihood that MNCs (compared to local firms) will already be in possession 
of several components of the knowledge which is necessary to create novel knowledge 
and to discover valuable strategic opportunities (Miller 2003). Third, our explication of 
MNC multiplicity as a complex web of social-identity frames and the social interactions 
between them suggests that they may be an important source of not only knowledge crea-
tion, but also inimitability due to the social complexity at hand (Barney 1991). This is yet 
another reason why multinationality is an advantage. Finally, we posit that it is when the 
combination of the knowledge of sub-units and subgroups causes intra-MNC temporary 
tension and conflict that the potential for knowledge creation that generates a sustainable 
competitive advantage is at its highest. Tension indicates that the novel combination is 
rare, contested and is less likely to have been tried before by competitors. Moreover, the 
fact that the process of negotiating future capabilities is tension-ridden implies that the 
respective sides need to improve their solutions, sharpen their argumentation and develop 
their knowledge. The mere existence of challenges and temporary tension between dif-
ferent social-identity frames’ visions of the corporate future may therefore improve the 
capabilities of MNCs.

Some recent empirical studies seem to be pointing in the direction of our argument 
(Regnér 2003), some without explicitly stating so. Almeida and Phene (2004) studied the 
influence of external knowledge on innovation in subsidiaries of MNCs. Using patent 
citation data pertaining to innovations by foreign subsidiaries of US semiconductor firms, 
the authors found that the technological richness of the MNC (which is roughly translat-
able to the level of variety in social-identity frames) has a positive impact on innovation. 
In another interesting paper, Andersson et al. (2005), using data on MNC subsidiaries in 
Finland and China, showed that MNC headquarters can influence the embeddedness of 
local subsidiary networks through the use of control mechanisms, which in turn enhance 
knowledge creation in subsidiaries. In our world view, the tension created by attempts 
by conservative headquarters to control subsidiaries which ‘go local’ may well enhance 
knowledge creation in MNCs.

An important aspect of realizing the potential benefits of knowledge creation is a func-
tioning political process of ‘selecting’ future capabilities in a discussion between people 
from a range of semi-integrated social-identity frames. A body of previous research has 
emphasized information processing in the MNC context. For example, some research has 
considered information-processing demands as central factors in the design of efficient 
MNCs (Wolf 1997). Other recent studies (e.g., Birkinshaw et al. 2001; Wolf and Egelhoff 
2002) have offered organizational solutions to improve information processing in MNCs. 
In these studies, information-processing demands are often connected to the general cog-
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nitive abilities of managers to make strategic decisions when influenced by different envi-
ronmental conditions or organizational contexts (Wood and Bandura 1989). However, 
previous research has not focused on where in MNCs increased information-processing 
demands emerge (Tihanyi and Thomas 2005). Based on our argument, we suspect that 
it is in the context of social-identity frames meeting to discuss (and fight over) future 
strategic knowledge development that information processing and interpreting demands 
become salient.

Our perspective has the potential to make a contribution to strategy research in inter-
national business. In addition to work on entry modes and alliance strategies, interna-
tional strategy has received less attention overall of late (Werner 2002; Ricart et al. 2004; 
Ghemawat 2008) and has not moved far beyond early work on local responsiveness vs. 
global integration (Prahalad and Doz 1987; Bartlett and Ghoshal 1989). While Ghema-
wat (2007) has responded to this challenge and presented an innovative framework, our 
suggestion here is that we need to change our perspective on a more fundamental level. 
First, and building to a degree on the work of Ghemawat (2007), we need to see organi-
zational, geographical, and technological distances as opportunities for knowledge crea-
tion and transformation and not primarily as liabilities (cf. Edman 2009). In essence, the 
dispersion of various, mostly locally-staffed MNC units across a semi-globalized world 
not only provides opportunities for extreme exploration, but also diverse social-identity 
frames and perspectives which encompass different perceptions, norms, values, etc. This 
implies that both internal and external knowledge will be seen differently from different 
vantage points in the MNC. Second, another area that requires a fresh perspective is the 
eternal quest to balance the competing demands for local adaptation and global standardi-
zation (Prahalad and Doz 1987; Bartlett and Ghoshal 1989; Westney 1994). In our view, it 
is exactly this temporary tension between (coalitions of) social-identity frames that fuels 
the sometimes heated discussions between subsidiaries and parent units, ultimately lead-
ing to the creation of new knowledge in the MNC. A third area that requires a more fun-
damental shift in perspective is the widespread assumption that managers are intentional 
analysts with foresight. Instead, we need to realize that they are more like hypothesis 
testers in ‘real time’, which implies that they form strategies not only deductively, but 
also inductively (Regnér 2003). This is associated with a necessary move from a macro 
analysis of knowledge, resources, and strategy to a micro-level focus including the actual 
formation of strategy (Johnson et al. 2003; Felin and Foss 2005; Gavetti 2005; Regnér 
2008; Whittington 2006), including an investigation of the antecedents of knowledge, 
capabilities, and strategy positions.

In essence, we view MNCs as vehicles for complex knowledge creation and integra-
tion that includes intricate cognitive interpretations and normative evaluations of extant 
internal knowledge and its (re-)combination with other internal and external knowledge 
according to a vision. For less complex problems, comparatively non-directional mar-
ket exchanges work perfectly well. The MNC’s internalization of diverse social-identity 
frames that absorb external knowledge from local contexts allows for subtle and intri-
cate interactions within and between diverse frames that are simply not possible between 
agents in a market, and therefore facilitates the development of idiosyncratic and firm-
specific knowledge. Hence, internalization-, location- and ownership-specific advantages 
coalesce in our framework. Nevertheless, our primary goal has not been to present an 
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integrated theory of FDI and MNCs, but rather to demonstrate how knowledge creation 
is significantly and intimately related to several fundamental factors which are used to 
explain the existence of FDI and MNCs.

We believe that theories which emphasize the importance of transaction costs and 
the advantages of internalization, as well as resources and capabilities, require comple- 
mentary explanations of how knowledge is created and recombined in the first instance. 
It is sufficient to determine that while the transaction cost framework may be powerful 
in terms of explaining parts of economic organization, it may be less appropriate for the 
explanation of knowledge creation and how new resources and capabilities emerge and 
develop. In particular, if perceptions, norms, values, etc. and the role they play in identify-
ing, aligning, combining and coordinating activities and assets are important, there are no 
markets (or only limited markets) around for these matters (it is therefore not only a ques-
tion of market failure, but market non-existence). With regard to resource- and capabilities 
views, it is sufficient to conclude that after having established the fundamental charac-
teristics of knowledge, we increasingly need to examine the details of the underlying 
managerial and organizational processes leading to its creation and the socially embedded 
micro-level actors, activities, perceptions and norms that capabilities develop from.

With its extreme diversity, size and reach across multiple countries, cultures and envi-
ronments, large MNCs can in conclusion, be thought of as fertile empirical ground for 
research on knowledge creation, as in MNCs, knowledge is created, combined and selected 
by a vast range of internal and external actors and forces. As a result of the extreme com-
plexity of large MNCs, they give rise to a set of questions concerning the sources of varia-
tion and their interplay within a wider social community, collectively negotiated processes 
of selection characterized by politics and temporary tension, as well as multiple socially 
situated mechanisms of retention. In short, the MNC is an extremely fertile arena for both 
theoretically- and empirically-driven research on knowledge creation and the creation of 
a sustainable competitive advantage. The point is not, however, that there is a particular 
theory of knowledge creation which is suited to MNCs, but rather that MNCs provide an 
interesting area for research, as they include extreme levels of diversity and complexity 
with regard to their internal social-identity frames and their interactions with diverse local 
networks. It is our contention that results from MNC studies can be used as a basis for 
examining fundamental questions, not only in the field of international business and man-
agement, but in organizational and strategic management theory in general.

Some may argue, however, that also large, complex national organizations that reach 
over wide national distances and encompass institutional and cultural differences may 
include diverse social-identity frames and temporary tension. While this is certainly true, 
we remain convinced that these differences increase dramatically as soon as we cross 
national borders and cultures (cf. Zander and Romani 2004; Ghemawat 2007) with sig-
nificant consequences for knowledge creation. Of course, temporary tension between 
social-identity frames can also be found in national firms, but our argument is that the dif-
ferences between the most diverse frames and the social complexity resulting from their 
interaction in the MNC are considerably larger, and therefore can potentially lead to more 
extreme exploration and sustainable competitive advantages. Compared to local firms, 
we would thus in the long run expect the MNC to be at an advantage based on its extreme 
knowledge variation and possibilities of knowledge combination and integration.
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With regard to implications for managers and their actions, an obvious recommendation 
based on our reasoning is to continuously monitor and assess the number and diversity of 
intra-MNC social-identity frames in order to keep knowledge production afloat. Extreme 
centralization and closing down of semi-integrated units during periods of ‘streamlining 
an organization’ may at times be seen as a good idea, but may have dire consequences in 
terms of future knowledge creation and long-term survival. A second point is that manag-
ers should not be afraid of the sometimes disruptive temporary tensions between social-
identity frames. Although they can be seen as creating inefficiencies, they are instead a 
sign of a healthy corporate climate and can be seen as signs of the creation of complex 
knowledge leading to future competitive advantages. However, one precondition is that 
the common corporate social-identity frame is intact, which may sometimes not be the 
case during, for instance, times of rapid expansion. A third point would be that the often-
voiced worries that corporate headquarters is inhabited by less dynamic, aged managers 
who have been promoted as a result of homo-social reproduction should not be taken 
too seriously. Unless the top management starts to act in an excessively repressive and 
intolerant way, headquarters, in the wider context of the MNC, represents a conservative 
social-identity frame (heavily influenced by past and present dominant frames) which 
may prove very useful as a moderating force. It will force more peripheral entrepreneurial 
actors in other social-identity frames to prove themselves and their ideas, to the ultimate 
benefit of the firm as a collective that, in order to survive, continuously needs to embrace 
unproven novelty without risking its entire existence.

Endnotes

1	 See, for instance, Teece 1977; Mansfield 1980; Davidson and McFetridge 1985; Kogut and 
Zander 1993; Zander and Kogut 1995; Bresman et al. 1999; Gupta and Govindarajan 2000; 
Szulanski 2000; Subramaniam and Venkatraman 2001; Martin and Salomon 2003; Minbaeva 
et al. 2003; Song et al. 2003; Björkman et al. 2004; Buckley and Casson 2007; Minbaeva 
2007.

2	S ee, for instance, Ronstadt 1978; Håkanson and Zander 1986, 1988; Pearce 1989; Zander 
1997, 1999; Nobel and Birkinshaw 1998; Gassman and von Zedtwitz 1999; Gerybadze and 
Reger 1999; Granstrand 1999; Kuemmerle 1999; Asakawa 2001; von Zedtwitz 2004.

References

Alchian, A. A. (1950). Uncertainty, evolution, and economic theory. The Journal of Political Econ-
omy, 58(3), 211–221.

Almeida, P., & Phene, A. (2004). Subsidiaries and knowledge creation: The influence of the MNC 
and host country on innovation. Strategic Management Journal, 25(8–9), 847–864.

Amit, R., & Schoemaker, P. J. H. (1993). Strategic assets and organizational rent. Strategic Man-
agement Journal, 14(1), 33–46.

Andersson, U., Forsgren, M., & Holm, U. (2002). The strategic impact of external networks: Sub-
sidiary performance and competence development in the multinational corporation. Strategic 
Management Journal, 23(11), 979–996.



www.manaraa.com

843Knowledge and Strategy Creation in Multinational Companies

Andersson, U., Björkman, I., & Forsgren, M. (2005). Managing subsidiary knowledge creation: 
The effect of control mechanisms on subsidiary local embeddedness. International Business 
Review, 14(5), 521–538.

Andersson, U., Forsgren, M., & Holm, U. (2007). Balancing subsidiary influence in the federative 
MNC: A business network view. Journal of International Business Studies, 38(5), 802–818.

Asakawa, K. (2001). Organizational tension in international R&D management: The case of Japa-
nese firms. Research Policy, 30(5), 735–757.

Balogun, J., & Johnson, G. (2004). Organizational restructuring and middle manager sensemaking. 
Academy of Management Journal, 47(4), 523–549.

Barney, J. B. (1986a). Strategic factor markets: Expectations, luck, and business strategy. Manage-
ment Science, 32(10), 1231–1241.

Barney, J. B. (1986b). Organizational culture: Can it be a source of sustained competitive advan-
tage? Academy of Management Review, 11(3), 656–665.

Barney, J. B. (1991). Firm resources and sustained competitive advantage. Journal of Management, 
17(1), 99–120.

Bartlett, C. A. (1986). Building and managing the transnational: The new organizational challenge. 
In M. E. Porter (Ed.), Competition in global industries (pp. 367–401). Boston: Harvard Busi-
ness School Press.

Bartlett, C. A., & Ghoshal, S. (1989). Managing across borders—The transnational solution. Bos-
ton: Harvard Business School Press.

Bartlett, C. A., & Ghoshal, S. (2002). Managing across borders: The transnational solution (2nd 
ed.). Boston: Harvard University Press.

Birkinshaw, J. (1997). Entrepreneurship in multinational corporations: The characteristics of sub-
sidiary initiatives. Strategic Management Journal, 18(3), 207–229.

Birkinshaw, J. (2000). Entrepreneurship in the global firm. London: Sage.
Birkinshaw, J., & Fry, N. (1998). Subsidiary initiatives to develop new markets. Sloan Management 

Review, 39(3), 51–61.
Birkinshaw, J., Hood, N., & Jonsson, S. (1998). Building firm-specific advantages in multina-

tional corporations: The role of subsidiary initiative. Strategic Management Journal, 19(3), 
221–242.

Birkinshaw, J., Hood N., & Young, S. (2005). Subsidiary entrepreneurship, internal and exter-
nal competitive forces, and subsidiary performance. International Business Review, 14(2), 
227–248.

Birkinshaw, J., & Morrison, A. J. (1996). Configurations of strategy and structure in multinational 
subsidiaries. Journal of International Business Studies, 26(4), 729–794.

Birkinshaw, J., Toulan, O., & Arnold, D. (2001). Global account management in multinational cor-
porations: Theory and evidence. Journal of International Business Studies, 32(2), 231–248.

Björkman, I., Barner-Rasmussen, W., & Li, L. (2004). Managing knowledge transfer in MNCs: 
The impact of headquarters control mechanisms. Journal of International Business Studies, 
35(5), 443–455.

Bohman, C. (2010). Attraction: A new driver of learning and innovation. Published doctoral dis-
sertation, Stockholm School of Economics, Stockholm, SSE.

Bower, J. L., & Doz, Y. (1979). Strategy formulation: A social and political process. In D. Schendel 
& C. W. Hofer (Eds.), Strategic management: A new view of business policy and planning 
(pp. 152–165). Boston: Little, Brown and Co.

Bowman, C. (1995). Strategy workshops and top-team commitment to strategic change. Journal of 
Management Psychology, 10(8), 4–12.

Bresman, H., Birkinshaw, J., & Nobel, R. (1999). Knowledge transfer in international acquisitions. 
Journal of International Business Studies, 30(3), 439–462.

Bromiley, P. (2005). The behavioural foundations of strategic management. The International Jour-
nal of Leadership in Public Services, 1(1), 56–57.



www.manaraa.com

844 P. Regnér and U. Zander

Brown, J. S., & Duguid, P. (1991). Organizational learning and communities of practice: Toward a 
unified view of working, learning and innovation. Organization Science, 2(1), 40–57.

Brown, J. S., & Duguid, P. (2001). Knowledge and organization: A social-practice perspective. 
Organization Science, 12(2), 198–213.

Buckley, P. J. (2002). Is the international business research agenda running out of steam? Journal 
of International Business Studies, 33(2), 365–373.

Buckley, P. J., & Casson, M. (1976). The future of the multinational enterprise. London: Homes 
& Meier.

Buckley, P. J., & Casson, M. (2007). Edith Penrose’s theory of the growth of the firm and the 
strategic management of multinational enterprises. Management International Review, 47(2), 
151–173.

Burgelman, R. A. (1983). A process model of internal corporate venturing in the diversified major 
firm. Administrative Science Quarterly, 28(2), 223–244.

Cantwell, J. (1995). The globalization of technology: What remains of the product cycle model? 
Cambridge Journal of Economics, 19(1), 155–174.

Crossan, M. M., Lane, H. W., & White, R. E. (1999). An organizational learning framework: From 
intuition to institution. Academy of Management Review, 24(3), 522–537.

Davidson, W. H., & McFetridge, D. G. (1985). Key characteristics in the choice of international 
technology transfer mode. Journal of International Business Studies, 16(2), 5–21.

Denrell. J., Arvidsson, N., & Zander, U. (2004). Managing knowledge in the dark: An empirical 
study of the reliability of capability evaluations. Management Science, 50(11), 1491–1503.

Denrell, J., Fang, C., & Winter, S. G. (2003). The economics of strategic opportunity. Strategic 
Management Journal, 24(10), 977–990.

Dosi, G., Nelson, R., & Winter, S. (2000). The nature of dynamics & organizational capabilities. 
Oxford: London.

Doz, Y., & Prahalad, C. K. (1991). Managing DMNCs: A search for a new paradigm. Strategic 
Management Journal, 12(Summer), 145–164.

Doz, Y., Santos, J., & Williamson, P. (2001). From global to metanational. Cambridge: Harvard 
Business School Press.

Dunning, J. H. (1980). Toward an eclectic theory of international production: Some empirical tests. 
Journal of International Business Studies, 11(1), 9–31.

Dunning, J. H. (1988). The eclectic paradigm of international production: A restatement and some 
possible extensions. Journal of International Business Studies, 19(1), 1–31.

Dunning, J. H. (1993). Multinational enterprises and the global economy. Wokingham: Addison 
Wesley.

Dunning, J. (2000). The eclectic paradigm as an envelope for economic and business theories of 
MNE activity. International Business Review, 9(2), 163–190.

Edman, J. (2009). The paradox of foreignness: Norm-breaking MNEs in the Japanese banking 
industry. Published doctoral dissertation, Stockholm School of Economics, Stockholm: SSE.

Eisenhardt, K. M., & Martin, J. A. (2000). Dynamic capabilities: What are they? Strategic Manage-
ment Journal, 21(10/11), 1105–1121.

Fang, C., Lee, J., & Schilling, M. (2009). Balancing exploration and exploitation through structural 
design: The isolation of subgroups and organizational learning. Organization Science, 21(3), 
625–642.

Felin, T., & Foss, N. (2005). Strategic organization: A field in search of micro-foundations. Strate-
gic Organization, 3(4), 441–455.

Floyd, S., & Wooldridge, B. (2000). Building strategy from the middle. London: Sage.
Foss, N., & Pedersen, T. (2004). Organizing knowledge processes in the multinational corporation: 

An introduction. Journal of International Business Studies, 35(5), 340–349.
Fransson, A., Håkanson, L., & Liesch, P. W. (2011). The undetermined knowledge-based theory of 

the MNC. Journal of International Business Studies, 42, 427–435.



www.manaraa.com

845Knowledge and Strategy Creation in Multinational Companies

Frost, T. S., & Zhou, C. (2005). R&D co-practice and ‘reverse’ knowledge integration in multina-
tional firms. Journal of International Business Studies, 36(6), 676–687.

Gassman, O., & von Zedtwitz, M. (1999). New concepts and trends in international R&D organiza-
tion. Research Policy, 28(2–3), 231–250.

Gavetti, G. (2005). Cognition and hierarchy: Rethinking micro foundations of capabilities develop-
ment. Organization Science, 16(6), 599–617.

Gerybadze, A., & Reger, G. (1999). Globalization of R&D: Recent changes in the management of 
innovation in transnational corporations. Research Policy, 28(2–3), 251–274.

Ghemawat, P. (2007). Redefining global strategy—Crossing borders in a world where differences 
still matter. Boston: Harvard Business School Press.

Ghemawat, P. (2008). Reconceptualizing international strategy and organization. Strategic Organi-
zation, 6(2), 195–206.

Ghoshal, S., & Nohria, N. (1989). Internal differentiation within multinational corporations. Stra-
tegic Management Journal, 10(4), 323–337.

Ghoshal, S., & Westney, E. (1993). Organization theory and the multinational corporation. Lon-
don: Palgrave Macmillan.

Giddens, A. (1984). The constitution of society. Berkeley: University of California Press.
Glimstedt, H., Zander, U., & Kilefors, P. (2007). Varför FoU? Hur dagens internationella företag 

bedriver sin forskning och utvecklingsverksamhet (Why R&D? How today’s international 
companies run their R&D activities). Stockholm: SNS Förlag.

Granstrand, O. (1999). Internationalization of corporate R&D: A study of Japanese and Swedish 
corporations. Research Policy, 28(2–3), 275–302.

Grant, B. (1996). Toward a knowledge-based view of the firm. Strategic Management Journal, 
17(Winter), 109–122.

Gupta, A., & Govindarajan, V. (1994). Organizing for knowledge flows within MNCs. Interna-
tional Business Review, 3(4), 443–457.

Gupta, A. K., & Govindarajan, V. (2000). Knowledge flows within multinational corporations. 
Strategic Management Journal, 21(4), 473–496.

Haas, P. M. (1992). Introduction: Epistemic communities and international policy coordination. 
International Organization, 46(1), 1–35.

Hansen, M. (1999). The search-transfer problem: The role of weak ties in sharing knowledge across 
organizational subunits. Administrative Science Quarterly, 44(1), 82–111.

Hedberg, B. (1981). How organizations learn and unlearn. In C. Nystrom & W. H. Starbuck (Eds.), 
Handbook of organizational design (pp. 8–27). London: Oxford University Press.

Hedberg, B. L. T., Nystrom, P. C., & Starbuck, W. H. (1976). Camping on seesaws: Prescriptions 
for a self-designing organization. Administrative Science Quarterly, 21(1), 41–65.

Hedlund, G. (1986). The hypermodern MNC—A heterarchy? Human Resource Management, 
25(1), 9–35.

Hedlund, G. (1994). A model of knowledge management and the N-form corporation. Strategic 
Management Journal, 15(S2), 73–90.

Helfat, C., Finkelstein, S., Mitchell, W., Peteraf, M., Singh, H., & Winter, S. (2007). Dynamic capa-
bilities—Understanding strategic change in organizations. London: Blackwell.

Huff, A. S. (1982). Industry influences on strategy reformulation. Strategic Management Journal, 
3(2), 119–131.

Huff, A. S. (1997). Seeing isn’t believing: Understanding diversity in the timing of strategic 
response. Journal of Management Studies, 34(3), 337–370.

Hymer, S. H. (1960/1976). The international operations of national firms: A study of direct foreign 
investment. Cambridge: MIT Press.

Håkanson, L. (2010) The firm as an epistemic community: the knowledge-based view revisited. 
Industrial and Corporate Change, 19(6), 1801–1828.



www.manaraa.com

846 P. Regnér and U. Zander

Håkanson, L., & Zander, U. (1986). Managing international research and development. Stock-
holm: Mekanförbundet.

Håkanson, L., & Zander, U. (1988). International management of R&D: The Swedish experience. 
R&D Management, 18(3), 217–226.

Jarzabkowski, P. (2004). Strategy-as-practice: Recursiveness, adaptation, and practices-in-use. 
Organization Studies, 25(4), 529–560.

Johanson, J., & Vahlne, J.-E. (1977). The internationalization process of the firm—A model of 
knowledge development and increasing foreign market commitments. Journal of International 
Business Studies, 8(1), 23–32.

Johnson, G. (1987). Strategic change and the management process. Oxford: Basil Blackwell.
Johnson, G., Melin, L., & Whittington, R. (2003) Micro strategy and strategizing: Towards an activ-

ity-based view. Journal of Management Studies, 40(1), 3–22.
Jonsson, S., & Regnér, P. (2009). Normative barriers to imitation: Social complexity of core compe-

tences in a mutual fund industry. Strategic Management Journal, 30(5), 517–536.
Kaplan, S. (2008). Framing contests: Strategy making under uncertainty. Organization Science, 

19(5), 729–752.
Kim, K., Park, J.-H., & Prescott, J. E. (2003). The global integration of business functions: A study 

of multinational businesses in integrated global industries. Journal of International Business 
Studies, 34(4), 327–344.

Knorr-Cetina, K. (1999). Epistemic cultures: How the sciences make knowledge. Cambridge: Har-
vard University Press.

Kogut, B. (1983). Foreign direct investment as a sequential process. In C. P. Kindleberger & D. 
Audretsch (Eds.), The multinational corporation in the 1980s (pp. 38–56). Cambridge: MIT 
Press.

Kogut, B. (1989). A note on global strategies. Strategic Management Journal, 10(4), 383–389.
Kogut, B. (2008). Knowledge, options, and institutions. Oxford: Oxford University Press.
Kogut, B., & Zander, U. (1992). Knowledge of the firm, combinative capabilities, and the replica-

tion of technology. Organization Science, 3(3), 383–397.
Kogut, B., & Zander, U. (1993/2003). Knowledge of the firm and the evolutionary theory of the 

multinational corporation. Journal of International Business Studies, 24(4), 625–645.
Kogut, B., & Zander, U. (1996). What firms do? Coordination, identity, and learning. Organization 

Science, 7(5), 502–518.
Kristensen, P. H., & Zeitlin, J. (2005). Local players in global games: The strategic constitution of 

a multinational corporation. Oxford: Oxford University Press.
Kuemmerle, W. (1999). The drivers of foreign direct investment into research and development: An 

empirical investigation. Journal of International Business Studies, 30(1), 1–24.
Lave, J., & Wenger, E,(1991). Situated learning—Legitimate peripheral participation. Cambridge: 

Cambridge University Press.
Levinthal, D. A., & March, J. G. (1993). The myopia of learning. Strategic Management Journal, 

14(Winter, Special Issue), 95–112.
Lewis, M. W. (2000). Exploring paradox: Toward a more comprehensive guide. Academy of Man-

agement Review, 25(4), 760–776.
Lippman, S. A., & Rumelt, R. P. (1982). Uncertain imitability: An analysis of interfirm differences 

in efficiency under competition. The Bell Journal of Economics, 13(2), 418–438.
Mansfield, E. (1980). Technology transfer to overseas subsidiaries by U.S.-based firms. Quarterly 

Journal of Economics, 95(4), 737–750.
March, J. G. (1991). Exploration and exploitation in organizational learning. Organization Science, 

2(1), 71–87.
Marschan-Piekkari, R., Welch, D., & Welch, L. (1999). In the shadow: The impact of language on 

structure, power and communication in the multinational. International Business Review, 8(4), 
421–440.



www.manaraa.com

847Knowledge and Strategy Creation in Multinational Companies

Martin, X., & Salomon, R. (2003). Knowledge transfer capacity and its implications for the theory 
of the multinational corporation. Journal of International Business Studies, 34(4), 356–373.

Martinez, J. I., & Jarillo, J. C. (1989). The evolution of research on coordination mechanism in 
multinational corporations. Journal of International Business Studies, 20(3), 489–514.

Miller, D. (2003). An asymmetry-based view of advantage—Overcoming the sustainability-attain-
ability dilemma. Strategic Management Journal, 24(8), 961–975.

Miller, D., & Friesen, P. H. (1980). Momentum and revolution in organizational adaptation. Acad-
emy of Management Journal, 23(4), 591–614.

Minbaeva, D. (2007). Knowledge transfer in multinational corporations. Management Interna-
tional Review, 47(4), 567–593.

Minbaeva, D., Pedersen, T., Björkman, I., Fey, C., & Park, H. J. (2003). MNC knowledge transfer, 
subsidiary absorptive capacity, and HRM. Journal of International Business Studies, 34(6), 
586–599.

Nkomo, S. M., & Cox, T. (1996). Diverse identities in organizations. In S. R. Clegg, C. Hardy, & W. 
R. Nord (Eds.), Handbook of organization studies (pp. 338–356). London: Sage.

Nobel, R., & Birkinshaw, J. (1998). Innovation in multinational corporations: Control and com-
munication patterns in international R&D operations. Strategic Management Journal, 19(5), 
479–496.

Nonaka, I., & Takeuchi, H. (1995). The knowledge-creating company. New York: Oxford Univer-
sity Press.

Normann, R. (1976). Management and statesmanship. Stockholm: Scandinavian Institutes for 
Administrative Research.

Oesterle, M.-J. (1997). Time-span until internationalization: Foreign market entry as a built-in 
mechanism of innovations. Management International Review, 37(2), 125–149.

O’Reilly, C. A., & Tushman, M. L. (2004). The ambidextrous organization. Harvard Business 
Review, 82(4), 74–81.

Orlikowski, W. J. (1992). The duality of technology: Rethinking the concept of technology in 
organizations. Organization Studies, 3(3), 398–427.

Orlikowski, W. J. (2002). Knowing in practice: Enacting a collective capability in distributed organ-
izing. Organization Studies, 13(4), 398–427.

Oviatt, B. M., & McDougall, P. (2005). Towards a theory of international new ventures. Journal of 
International Business Studies, 36(1), 29–41.

Pearce, R. (1989). The internationalization of research and development by multinational enter-
prises. London: MacMillan.

Peng, M. W. (2004). Identifying the big question in international business research. Journal of 
International Business Studies, 35(2), 99–108.

Penrose, E. T. (1959). The theory of the growth of the firm. New York: Wiley.
Peteraf, M. (1993). The cornerstones of competitive advantage: A resource-based view. Strategic 

Management Journal, 14(3), 179–191.
Pettigrew, A. M. (1973). The politics of organizational decision-making. London: Tavistock 

Publications.
Pettigrew, A. M. (1985). The awakening giant—Continuity and change in imperial chemical indus-

tries. Oxford: Basil Blackwell.
Pettigrew, A. M. (1987). Context and action in the transformation of the firm. Journal of Manage-

ment Studies, 24(6), 649–670.
Poole, M. S., & van de Ven, A. H. (1989). Using paradox to build management and organization 

theories. Academy of Management Review, 14(4), 562–578.
Pickering, A. (1995). The mangle of practice: Time, agency and science. Chicago: University of 

Chicago Press.



www.manaraa.com

848 P. Regnér and U. Zander

Porac, J. F., Thomas, H., & Baden-Fuller, C. (1989). Competitive groups as cognitive communi-
ties: The case of Scottish knitwear manufacturers. Journal of Management Studies, 26(4), 
397–416.

Porter, M. (1980). Competitive strategy. Cambridge: Harvard Business School Press.
Prahalad, C. K., & Doz, Y. (1981). An approach to strategic control in MNCs. Sloan Management 

Review, 22(4), 5–13.
Prahalad, C. K., & Doz, Y. (1987). The multinational mission. New York: Free Press.
Raisch, S., Birkinshaw, J., Probst, G., & Tushman, M. L. (2009). Organizational ambidexterity: 

Balancing exploitation and exploration for sustained performance. Organization Science, 
20(4), 685–695.

Regnér, P. (1999). Strategy creation and change in complexity—Adaptive and creative learning 
dynamics in the firm. Published doctoral dissertation, Institute of International Business, 
Stockholm School of Economics: Stockholm, SSE.

Regnér, P. (2003). Strategy creation in the periphery: Inductive versus deductive strategy making. 
Journal of Management Studies, 40(1), 57–82.

Regnér, P. (2005). Adaptive and creative strategy logics in strategy processes. Advances in Strategic 
Management, 22(5), 189–211.

Regnér, P. (2008). Strategy-as-practice and dynamic capabilities—Steps towards a more dynamic 
view of strategy. Human Relations, 61(4), 565–588.

Regnér, P. (2010). Strategy process research and the RBV: Social barriers to imitation. In F. W. Kel-
lermanns & P. Mazzola (Eds.), Elgar handbook of research on strategy Process (pp. 90–108). 
London: Edward Elgar.

Regnér, P. (2011). Strategy-as-practice—Untangling the emergence of competitive positions. In G. 
B. Dagnino (Ed.), Elgar handbook of research on competitive strategy. London: Edward Elgar 
(forthcoming).

Regnér, P., & Zander, U. (2008). Social games in an economic frame: Connecting strategy processes, 
managerial activities and capabilities. SSE Working Paper, Stockholm School of Economics. 
Presented at Strategic Management Society International Conference, Cologne, Germany.

Ricart, J. E., Enright, M. J., Ghemawat, P., Hart, S. L., & Khanna, T. (2004). New frontiers in inter-
national strategy. Journal of International Business Studies, 35(3), 175–200.

Roberts, J. (2004). The modern firm. Oxford: Oxford University Press.
Ronstadt, R. C. (1978). International R&D: The establishment and evolution of research and devel-

opment abroad by seven U.S. multinationals. Journal of International Business Studies, 9(1), 
7–24.

Roth, K., & Kostova, T. (2003). The use of the multinational corporation as a research context. 
Journal of Management, 29(6), 883–902.

Roth, K., & Morrison, A. J. (1992). Implementing global strategy: Characteristics of global subsidi-
ary mandates. Journal of International Business Studies, 23(4), 715–735.

Rugman, A. (1981). Inside the multinationals: The economics of internal markets. New York: 
Columbia University Press.

Rugman, A. M., & Verbeke, A. (2001). Subsidiary-specific advantages in multinational enterprises. 
Strategic Management Journal, 22(3), 237–250.

Rumelt, R. P. (1984). Towards a strategic theory of the firm. In R. B. Lamb (Ed.), Competitive stra-
tegic management (pp. 556–570). Englewood Cliffs: Prentice-Hall.

Rumelt, R. P. (1991). How much does industry matter. Strategic Management Journal, 12(3), 
167–185.

Rumelt, R. P. (1995). Inertia and transformation. In C. Montgomery (Ed.), Resources in an evolu-
tionary perspective: Towards a synthesis of evolutionary and resource-based approaches to 
strategy (pp. 101–132). Norwell: Kluwer.

Schatzki, T. R. (2002). The site of the social—A philosophical account of the constitution of social 
life and change. Pennsylvania: Pennsylvania University Press.



www.manaraa.com

849Knowledge and Strategy Creation in Multinational Companies

Schatzki, T. R., Knorr Cetina, K., & von Savigny, E. (2001). The practice turn in contemporary 
theory. Routledge: London.

Schoemaker, P. J. H. (1990). Strategy, complexity and economic rent. Management Science, 36(10), 
1178–1192.

Schumpeter, J. A. (1942). Capitalism, socialism & democracy. London: Routledge.
Scott, R. W. (2001). Institutions and organizations. Newbury Park, CA: Sage.
Shenkar, O. (2004). One more time: International business in a global economy. Journal of Inter-

national Business Studies, 35(2), 161–171.
Siggelkow, N., & Levinthal, D. A. (2003). Temporarily divide to conquer: Centralized, decentral-

ized, and reintegrated organizational approaches to exploration and adaptation. Organization 
Science, 14(6), 650–669.

Song, J., Almeida, P., & Wu, G. (2003). Learning-by hiring: When is mobility more likely to facili-
tate interfirm knowledge transfer? Management Science, 49(4), 351–365.

Spender, J. C. (1996). Making knowledge the basis of a dynamic theory of the firm. Strategic Man-
agement Journal, 17(Winter Special Issue), 45–62.

Sucheta, N., Herrmann, O., & Perez, P. D. (2011). Domestic mindsets and early international per-
formance: The moderating effect of global industry conditions. Strategic Management Jour-
nal, 32(5), 510–531.

Subramaniam, M., & Venkatraman, N. (2001). Determinants of transnational new product develop-
ment capability: Testing the influence of transferring and deploying tacit overseas knowledge. 
Strategic Management Journal, 22(4), 359–378.

Szulanski, G. (2000). The process of knowledge transfer: A diachronic analysis of stickiness. 
Organizational Behavior and Human Decision Processes, 82(1), 9–27.

Tajfel, H. (1974). Social identity and intergroup behaviour. Social Science Information, 13(2), 
65–93.

Tajfel, H., & Turner, J. C. (1979). An integrative theory of intergroup conflict. In W. G. Austin & S. 
Worchel (Eds.), The Social Psychology of Intergroup Relations. Monterey: Brooks-Cole.

Teece, D. J. (1977). Technology transfer by multinational firms: The resource cost of transferring 
technological know-how. The Economic Journal, 87(346), 242–261.

Teece, D. J. (2007). Explicating dynamic capabilities: Nature and microfoundations. Strategic 
Management Journal, 28(2), 1319–1350.

Teece, D. J., Pisano, G., & Shuen, A. (1997). Dynamic capabilities and strategic management. 
Strategic Management Journal, 18(7), 509–533.

Tihanyi, L., & Thomas, W. B. (2005). Information-processing demands and the multinational enter-
prise: A comparison of foreign and domestic earnings estimates. Journal of Business Research, 
58(3), 285–292.

Turner, J. C. (1975). Social comparison and social identity: Some prospects for intergroup behavior. 
European Journal of Social Psychology, 5(1), 1–34.

Tripsas, M. (2009). Techology, identity, and inertia through the lens of “the digital photography 
company”. Organization Science, 20(2), 441–460.

Vaara, E., & Tienari, J. (2008). Note: A discursive perspective on legitimation strategies in multina-
tional corporations. Academy of Management Review, 33(4), 985–993.

Vaara, E., Tienari, J., & Säntti, R. (2003). The international match: Metaphors as vehicles of social 
identity-building in cross-border mergers. Human Relations, 56(4), 419–451.

Vernon, R. (1966). International investment and international trade in the product cycle. Quarterly 
Journal of Economics, 80(2), 190–207.

Vernon, R. (1979). The product cycle hypothesis in a new international environment. Oxford Bul-
letin of Economics and Statistics, 41(4), 255–267.

Von Zedtwitz, M. (2004). Managing foreign R&D laboratories in China. R&D Management, 34(4), 
439–452.

Weick, K. E. (1995). Sensemaking in organizations. Thousand Oaks: Sage.



www.manaraa.com

850 P. Regnér and U. Zander

Werner, S. (2002). Recent developments in international management research: A review of 20 top 
management journals. Journal of Management, 28(3), 277–305.

Wernerfelt, B. (1984). A resource-based view of the firm. Strategic Management Journal, 5(2), 
171–180.

Westney, D. E. (1994). Institutional theory and the multinational corporation. In S. Ghoshal & D. 
E. Westney (Eds.), Organization theory and the multinational corporation (pp. 53–76). New 
York: St Martin’s Press.

Whittington, R. (2004). Strategy after modernism: Recovering practice. European Management 
Review, 1(1), 62–68.

Whittington, R. (2006). Completing the practice turn in strategy research. Organization Studies, 
27(5), 613–634.

Winter, S. G. (1987). Knowledge and competence as strategic assets. In D. J. Teece (Ed.), The 
competitive advantage—Strategies for industrial innovation and renewal (pp. 159–184). New 
York: Harper & Row.

Winter, S. G. (2003). Understanding dynamic capabilities. Strategic Management Journal, 24(10), 
991–995.

Wolf, J. (1997). From ‘starworks’ to networks and hierarchies? Theoretical rationale and empirical 
evidence of HRM organization in large multinational corporations. Management International 
Review, 37(Special issue), 145–169.

Wolf, J., & Egelhoff, W. G. (2002). A reexamination and extension of international strategy-struc-
ture theory. Strategic Management Journal, 23(2), 181–189.

Wolf, J., & Egelhoff, W. G. (2010). Limitations of the network organization in MNCs. In J. Pla-
Barber & J. Alegre (Eds.) Progress in international business research: Reshaping the bounda-
ries of the firm in an era of global interdependence (Vol. 5, pp. 143–172). Emerald.

Wood, R., & Bandura, A. (1989). Social cognitive theory of organizational management. Academy 
of Management Review, 14(3), 361–384.

Wright, S. (1978). Evolution and the genetics of populations. University of Chicago Press: 
Chicago.

Yamin, M. (2002). Subsidiary entrepreneurship and the advantage of multinationality. In V. Havila, 
M. Forsgren, & H. Håkansson (Eds.), Critical perspectives on internationalization. Oxford: 
Pergamon Press.

Zander, I. (1997). Technological diversification in the multinational corporation—Historical evolu-
tion and future prospects. Research Policy, 26(2), 209–227.

Zander, I. (1999). How do you mean ‘global’? An empirical investigation of innovation networks 
in the multinational corporation. Research Policy, 28(2–3), 195–213.

Zander, L., & Romani, L. (2004). When nationality matters: A study of departmental, hierarchi-
cal, professional, gender and age-based employee groupings’ leadership preferences across 15 
countries. International Journal of Cross-Cultural Management, 4(3), 291–315.

Zander, U., & Kogut, B. (1995). Knowledge and the speed of the transfer and imitation of organi-
zational capabilities: An empirical test. Organization Science, 6(1), 76–92.

Zander, U., Zander, L., Gaffney, S., & Olsson, J. (2010). Intersectionality as a new perspective in 
international business research. Scandinavian Journal of Management, 26(4), 457–466.



www.manaraa.com

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.


	Knowledge and Strategy Creation in Multinational Companies
	Abstract:
	Introduction
	The MNC as an Empirical Foundation for Theory-Building
	Knowledge Creation in MNCs
	MNCs and Possibilities for Strategic Opportunities and Competitive Advantage
	MNCs as Collections of Multiple Social-Identity Frames
	Extreme Knowledge Exploration and Diversity in MNCs: Knowledge Creation and Temporary Tension
	Discussion and Conclusion
	References

