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Abstract
Although the literature provides ample evidence that the global transfer and
local implementation of knowledge represents a key advantage for multi-
national corporations (MNCs), we lack comparable understanding as to
whether knowledge-creating MNC parents can actively expand the absorptive
capacity of their subsidiaries. Using a teacher–student lens, this study examines
the combined impact of specific structural mechanisms and motivational
processes by MNC parents on the ability of 216 subsidiaries to absorb parent-
initiated marketing strategies. The findings reveal that MNC parents can
indeed cultivate subsidiaries’ ability to appropriate marketing knowledge
through a combination of adopting specific social structures and investing in
particular efforts. However, the effect of social structure on subsidiary absorp-
tive capacity is indirect, and accounted for by the parents’ intensity of effort. A
number of theoretical implications emerge from the findings for research on
absorptive capacity in relation to the role of the knowledge source, the need to
examine organizational influences in relation to one another, and validating
the original absorptive capacity dimensions. For managers in the global
marketplace, the findings lead to the suggestion that MNCs devote attention
to nurturing the absorptive capacities at different organizational levels in order
to optimize the global transfer of knowledge.
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INTRODUCTION
The three fundamental dimensions of a firm’s learning process –

namely, recognizing, assimilating, and applying new, external infor-
mation – initially introduced by Cohen and Levinthal (1990) under
the heading of absorptive capacity, have advanced to be known as
key aspects for organizations to develop and maintain long-term
advantage over competition. This is particularly the case for the
multinational corporation (MNC), for which coordinating, distribut-
ing, and using valuable knowledge within its global network of
subsidiaries are central to distinctive competency (Roth & Morrison,
1992; Roth & Nigh, 1992). In particular, the global diffusion and
local absorption of unique knowledge that is difficult to replicate for
other organizations – such as knowledge entrenched in specific
marketing strategies – represents an advantage for MNCs (Gupta &
Govindarajan, 2000; Jensen & Szulanski, 2004).

Journal of International Business Studies (2014) 45, 303–320
© 2014 Academy of International Business All rights reserved 0047-2506

www.jibs.net



However, while existing knowledge transfer research
has provided important insights into specific knowl-
edge source characteristics, knowledge recipient char-
acteristics, and how their relationship affects the trans-
fer of knowledge in the MNC (Gupta & Govindarajan,
2000; Szulanski, 1996; Yang, Mudambi, & Meyer,
2008), much less is known about the actual ability
of MNC subsidiaries to absorb external knowl-
edge (Argote, Ingram, Levine, & Moreland, 2000;
Björkman, Barner-Rassmusen, & Li, 2004). In parti-
cular, the literature is short on how the MNC
subsidiary’s absorptive capacity can be actively devel-
oped and expanded by the knowledge source, such as
the MNC parent. While absorptive capacity scholars
refer to so-called “activation triggers” (Lichtenthaler,
2009) or “crises” (Todorova & Durisin, 2007; Zahra &
George, 2002), which are described as events that
encourage the evolution of absorptive capacity, stu-
dies generally do not specify or empirically test which
actions and organizational mechanisms can be
enforced in order to promote absorptive capacity at
different levels in the MNC (Volberda, Foss, & Lyles,
2010). The result is that while the importance of
absorptive capacity is emphasized in the organiza-
tional literature, it contains limited empirical evidence
on what impacts on and nurtures this important
organizational ability (for in-depth reviews see Lewin,
Massini, & Peeters, 2011; Todorova & Durisin, 2007;
Volberda et al., 2010). Not knowing what influences
absorptive capacity globally can be especially detri-
mental for the MNC, considering that its competitive
advantage stems from superior global leveraging of
knowledge (Doz, Santos, &Williamson, 2001).
The MNC context offers a particularly suitable

laboratory for exploring what influences absorptive
capacity, because unlike the situation where knowl-
edge is obtained from firm external sources (Higgins,
2011; Lane & Lubatkin, 1998), within MNCs the
provider of knowledge (often the MNC parent)
typically has an active interest in its absorption
anywhere in the MNC’s global marketplace (Gupta
& Govindarajan, 2000), and therefore also in nurtur-
ing absorptive capacity at the subsidiary level. In
addition, while recent studies agree that exploring
absorptive capacity within the same firm represents
one of the most appropriate areas to research, they
also point out that, in particular, intra-organizational
antecedents and processes related to absorptive
capacity remain to be among the most under-
researched contexts (Volberda et al., 2010: 945ff).
Furthermore, although Cohen and Levinthal (1990)
explicitly stress the important role of the knowledge
source in the absorptive capacity process, how to

influence absorptive capacity usually remains to be
examined mainly in relation to the knowledge reci-
pient (Jansen, Van den Bosch, & Volberda, 2005;
Minbaeva, Pedersen, Björkman, Fey, & Park, 2003;
Van den Bosch, Volberda, & De Boer, 1999).
This study extends research in a number of ways.

First and foremost, we investigate specific ways an
MNC parent can influence a subsidiary’s ability to
absorb specific, parent-initiated knowledge. We
build on literature relating to knowledge leveraging
in the MNC, absorptive capacity, and organizational
sociology, and examine whether the MNC parent can
use its social structure (i.e., hierarchical structure and
social control) and normative motivational processes
(i.e., the intensity of effort) to actively influence the
MNC subsidiary’s ability to absorb marketing strate-
gies. The MNC’s social structure configures the orga-
nizational hierarchy and the nature of social exchange
in its global network (i.e., basically the MNC social
infrastructure), which creates “organizational aspira-
tion” (Cohen & Levinthal, 1990). However, the MNC
parent’s dedication and willingness to take advantage
of this social infrastructure when promoting organiza-
tional capabilities for knowledge diffusion are likely to
vary (Monteiro, Arvidsson, & Birkenshaw, 2008).
Although social structure and normative motivational
processes have been looked at individually in studies
focusing on knowledge absorption (Jansen et al.,
2005; Szulanski, 2003; Szulanski & Jensen, 2006), this
is one of the first papers to examine how the MNC
parent’s efforts at forming the MNC social structure
and the intensity of effort interact in influencingw
subsidiary absorptive capacity.
Albeit drawing from these research streams, this

study’s inquiry is focused neither on the transfer of
knowledge to the MNC subsidiary (Szulanski, 1996,
2000) nor on the enactment of the transferred
knowledge in the local market (Jansen et al., 2005),
but solely on whether the subsidiary’s ability to
absorb parent-initiated knowledge can be influ-
enced. In fact, unlike former studies that examine
the entire absorption process, we argue that the ways
a knowledge-receiving subsidiary acts upon the abil-
ity to absorb new knowledge represents related but
different processes, and are therefore not included in
this study. In this study, we refer to an ability as the
knowledge, skills, and experience needed to perform
a task (Chang, Gong, & Peng, 2012). Consequently,
this study focuses on the cognitive aspects of value
recognition, assimilation, and application at the
level of the subsidiary rather than the enactment on
this ability (i.e., behaviors resulting from this abil-
ity). An analogy previously used in the literature on
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absorptive capacity is the teacher–student relation-
ship (Lane & Lubatkin, 1998), which serves as an
illustration of the purpose and boundary assump-
tions of this paper. Differently from most prior
efforts, our aim is not to explore how the teacher
(the MNC parent) submits new knowledge to the
student (the knowledge transfer), or how the student
(the MNC subsidiary) performs once it is equipped
with the new knowledge, but rather whether the
teacher, through the forming of the social environ-
ment and its own pedagogical effort, can stimulate
the student’s ability to absorb new knowledge.
We study the influence on subsidiary absorptive

capacity in the context of domain-specific knowl-
edge absorption of marketing strategies (rather than
of more general knowledge) that is transferred from
the MNC parent to the subsidiary. The marketing
strategy is new to the MNC subsidiary and thus
challenging to absorb, as the subsidiary needs to
understand not just the objective and observable
components of the marketing strategy, but also the
more implicit components, or the “how and why” of
this knowledge (Lane & Lubatkin, 1998). In particu-
lar, while the more explicit components of product
positioning might be more easily transferred into a
new environment, marketing strategies commonly
inherit highly implicit components that are closely
related to the explicit ones, as these strategies evolve
in specific cultural contexts (De Luca & Kwaku,
2007). In particular, strategic decisions relating to
market segmentation and targeting are commonly
socially embedded, and thus differ from market to
market (Kostova, 1999). Thus the largely implicit
nature of marketing strategies, which runs the risk
of taking on a different or unintended meaning in
the new cultural context (Brannen, 2004), makes the
diffusion of marketing knowledge challenging for
both the initiating MNC parent and the knowledge-
receiving subsidiary (Szulanski, 1996, 2003).
We empirically explore our research on the capa-

city of 213 Australian subsidiaries of foreign MNCs to
absorb parent-initiated marketing strategies. Our
findings hold key information for MNCs, as although
the ability to absorb itself is unobservable, it influ-
ences key observable organizational practices and
behaviors, including the local implementation and
internalization of the marketing strategies gained
from elsewhere in the MNC’s global marketplace.

THEORETICAL BACKGROUND AND
HYPOTHESES

There is widespread agreement that the long-term
prosperity of MNCs lies in their ability to identify

and share strategic assets throughout their global
network (Eisenhardt & Martin, 2000; Gupta &
Govindarajan, 2000). In particular, the diffusion of
specific strategies along lateral and hierarchical flows
between geographically distant subunits is what dis-
tinguishes the MNC from local competition
(Mudambi, 2002; Phene& Almeida, 2008). Marketing
strategies are highly relevant for firms, as they incor-
porate important decisions relating to market seg-
mentation, targeting, and the development of a
positioning strategy (Kostova, 1999). However, as
these types of strategies typically evolve in specific
cultural contexts and inherit a substantial implicit
component, they are often referred to as being
“sticky” (Szulanski, 1996, 2003), and thus are likely
to take on distinct and potentially unintended mean-
ings in the new cultural contexts (Brannen, 2004).
Therefore transferring marketing strategies across

time, space, and culture is a difficult and complex
task for both the initiating MNC parent and the
knowledge-receiving subsidiary (Taylor & Osland,
2003). Being part of the same organization is likely
to ensure a certain overlap in cognitive structures
between the strategy-receiving MNC subsidiary and
the strategy-providing MNC parent. At the same
time, possible challenges associated with market
differences and focal harmonization represent a gap
in knowledge structures, which pushes the MNC
parent to either adopt specific selection regimes to
adapt or select out the marketing strategies for global
leverage (Westney, 2009).
Unlike most inter-firm relationships that suffer

from opportunistic behavior and ownership chal-
lenges (Gulati & Nickerson, 2008), in the knowledge
diffusion from MNC parents to their subsidiaries the
knowledge-promoting MNC parent has an active
interest in fostering the subsidiary’s ability to absorb
knowledge, and ultimately increase the subsidiary’s
learning capacity. This is because the subsidiary’s
learning ability ultimately benefits the MNC parent’s
global competitiveness (Foss & Pedersen, 2002). And,
differently from knowledge leveraging between MNC
subsidiaries (Ghoshal & Barlett, 1988), owing to the
MNC subsidiary’s embeddedness in the MNC par-
ent’s network, the parent holds certain authority over
the subsidiary’s activities. This allows the MNC par-
ent to influence the subsidiary’s capabilities, includ-
ing the ability to absorb new knowledge. Therefore,
although the cognitive dimensions of recognition,
assimilation, and application of external knowledge
take place at the level of the subsidiary, the MNC
parent nevertheless has the discretion both to create a
suitable social infrastructure and to devote specific
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efforts that are likely to promote the absorptive
capacity of its subsidiaries. Figure 1 illustrates these
arguments in the form of a basic theoretical model,
and the following sections elaborate on the key
relationships depicted.

The Role of the Organization’s Social Structure for
MNC Subsidiary Absorptive Capacity
According to organizational sociology, organizations
represent social systems that entail patterned beha-
viors of social actors (Davenport & Prusak, 1998;
Weber, 1964). These social systems represent the
social infrastructure through which organizational
units are linked with one another (Gupta &
Govindarajan, 1994, 2000). Hence the nature of an
organization’s social system determines the ability of
organizational units to learn from one another
through the creation and transfer of new knowledge
(Kogut & Zander, 1992; Tsai, 2000, 2001). The litera-
ture on learning in social systems views learning as
participating in social processes that emphasize issues
of knowing, of being, and of becoming (Elkjaer, 2003:
39). Organizational social systems, in which learning
takes place, lack the fixed physical structure of biolo-
gical and other physical systems, and instead embody
a structure of events, which makes this social struc-
ture inseparable from the functioning of the system
(Alavi & Tiwana, 2003). Organizational systems are
thus deeply embedded in the organizational struc-
tures that govern the interconnections between
actors in these systems (Taylor & Osland, 2003).
Within an organization’s social structure, authority

structure is intended to ensure the performance of
social systems, and to introduce necessary changes
in these systems. This authority structure must
provide for the evolution, supervision, and enact-
ment of social exchanges (Huber, Miller, & Glick,
1990). In the MNC, the parent firm traditionally

inherits the discretion to shape the social structure of
its global network, and there are many different ways
of using this authority. Equally important to organi-
zational structure are the ways a social system in the
organization is held together, which can be defined as
social control. In the MNC, social control represents
the ways an MNC parent creates and manages affec-
tive ties between the actors of its international sys-
tem (Gupta & Govindarajan, 1991; Ouchi, 1977).
Although the role of an authority structure and social
control have each been identified as a key for the
transfer of knowledge between different units and
subunits (Schlegelmilch & Chini, 2003; Szulanski,
2000), they have received comparably little attention
in relation to their roles in fostering organizational
capacities such as absorptive capacity (Jansen et al.,
2005; Van den Bosch et al., 1999).
In relation to authority structure, we examine

centralization, or the extent of decision-making
authority hierarchically organized by the MNC par-
ent firm (Ghoshal & Nohria, 1989). This is consistent
with the notion of vertical as opposed to horizontal
centralization in an organization (Mintzberg, 1979).
As centralization shifts the locus of power to head-
quarters, it is positively correlated with situations in
which subsidiaries are dependent uponMNC parents’
decision-making authority (Hedlund, 1980). Decen-
tralization, on the other hand, moves decision-
making downward in the hierarchy and disperses this
authority among the organization’s subunits (Daft,
1983). Unlike psychological empowerment, where
the effect occurs at the individual or team level, the
degree of decentralization in the MNC is a character-
istic of the organizational structure at the level of the
subunit (Hempel, Zhang, & Han, 2012). Having in
mind the mixed results of prior research on the
impact of centralization on social actors and their
behaviors within organizations (Chang & Harrington,

MNC parent intensity of effort

Resource 
commitment

Articulation

Adaptation

Social structure

Decentralization

----------------------------------------------

Normative integration

Subsidiary absorptive capacity

Recognition

Assimilation

Application

H2

H1a, 
H1b

Figure 1 Theoretical model.
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2000), in the following we lean on key arguments
from the strategy literature that posit that higher levels
of decentralization are associated with the improve-
ment of learning-related capabilities (Rajagopalan,
Rasheed, & Datta, 1993; Ramanujam, Venkatraman,
& Camillus, 1986).
Decentralization exposes organizational subunits

to a larger diversity of knowledge, both knowledge
from within the MNC as well as external knowledge
from the host markets they reside in (Menon,
Sundar, Phani, & Steven, 1999). Having a larger pool
of knowledge available, subsidiaries are likely to be
more able to recognize the value of new knowledge
(Davenport & Prusak, 1998). In addition, with
increasing levels of decentralization, subsidiary
managers are better able to recognize the value of
complex strategies (i.e., marketing strategies). This is
mainly because decentralization intrinsically pre-
dispositions and rewards to take initiatives to deci-
pher the potential value of new knowledge (Gupta &
Govindarajan, 1994). At the same time, increasing
decision-making authority permits the subsidiary
more freedom to assimilate the marketing strategy
along its potential performance in the local markets
(this can vary significantly because of different
advertising, positioning, and branding pressures in
different markets) (Menon & Veradarajan, 1992).
Hence, rather than knowledge being simply infused
in its original form, in MNCs with decentralized
decision-making structures the MNC subsidiary has
more freedom to assess how a strategy can be
integrated successfully (Chang & Harrington, 2000).
Also, subsidiaries that are more autonomous are

likely to be more capable of applying marketing
strategies developed elsewhere, as their increased
decision-making authority results in an increased
ability to utilize a larger and more diverse repertoire
of existing knowledge frameworks and structures
than subsidiaries that are embedded in more centra-
lized organizational structures (Taggart, 1997).
Lastly, existing research also suggests that with the
movement of decision-making downward, informa-
tion flow improves (Clark & Fujimoto, 1991; Van
den Ven & Ferry, 1980), and enhanced information
flow improves the perceived “ability to make and
influence decisions” (Spreitzer, 1995: 1447), which
includes the ability to see the value in external
knowledge, to understand this knowledge, and to
apply it in the focal context. We thus propose:

Hypothesis 1a: Decentralized decision-making
authority will enhance subsidiary absorptive capa-
city for MNC parent-initiated strategies.

The control dimension of sociology, or the ability
to hold social actors together, plays a fundamental
role for organizations of human societies (Millham,
Bullock, & Cherrett, 1972). In particular, the field of
organizational theory highlights the importance of
social control through the creation of affective ties
between different individuals, units, and subunits of
organizations (Granovetter, 1985; Millham et al.,
1972; Tsai, 2002). Although control often means that
a power-relationship exists between actors, literature
on social control has found that control involves a
much more subtle process than simply having power
(Millham et al., 1972; O’Reilly, 1989): Certain types of
power (i.e., coercive, remunerative, and normative)
tend to accompany certain kinds of involvement of
social actors (alienative, calculative, and moral).
While there are different schools of thought in rela-
tion to applying social control in an organization,
there is increasing evidence that organizations that
create non-sanctioned, non-pressurized control that
is characterized by openness, morale, and mutually
trusting relationships, experience increased benefits
compared with those that lack such characteristics
(Fineman, 2003; Harlos & Pinder, 2000). At the same
time, complementary units within the organization,
which share such normative relationships, are more
conducive to knowledge absorption (Cohen &
Levinthal, 1990). Normative relationships are also
known to act as a social control mechanism between
dyadic relationships of MNC parents and their sub-
sidiaries, as they serve as a form of cultural control
that fuels the flow of knowledge and ease of com-
munication between them (Ghoshal, Korine, &
Szulanski, 1994; Hewett & Bearden, 2001; Szulanski,
1996). MNCs where parents and their subsidiaries
share high levels of normative integration are also
likely to be “ethnorelative” (as opposed to ethno-
centric), where different cultural perceptions are over-
come by an integration of cultural perceptions into a
larger identity (Bennett & Bennett, 2001).
Normative integration between MNC parents and

their subunits is also likely to impact on the sub-
units’ ability to absorb knowledge. In particular,
where the MNC parent promotes an open and
trusting relationship, it is likely that the subsidiary
will find it easier to recognize the value of the
knowledge itself (Dirks & Ferrin, 2001; Ghoshal &
Nohria, 1989) as well as the value created by apply-
ing this knowledge in the local market (Almeida &
Phene, 2004). This heightened ability of value recog-
nition and application is created by the high levels
of ideological agreement and goal compatibility
that parties of such relationships generally share
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(Heide & John, 1992). At the same time, it is likely
that an open and trusting relationship, nurtured by
the knowledge-initiating parent, will enhance the
subsidiary’s ability to assimilate new knowledge,
because such relationships are known to promote
the emergence of shared mental schema as well as
joint norms and values (Dirks & Ferrin, 2001). These,
in turn, have been found to influence positively the
ways knowledge recipients take in new informa-
tion and incorporate it in their existing perceptual
schemas (Moorman, Zaltman, & Desphande, 1992).
Lastly, scholars have found that normative integra-
tion promotes the ability to apply knowledge residing
in one subunit in other subunits of the organization
(Schulz, 2003; Uzzi, 1996). This may occur because
normative integration can give rise to relationship-
specific heuristics that facilitate the processing of
complex knowledge between parties, such as market-
ing strategies, which in turn makes the application of
this knowledge easier (Hansen, 1999). We thus argue:

Hypothesis 1b: Normative integration will pro-
mote subsidiary absorptive capacity for MNC
parent-initiated strategies.

The Impact of Intensity of Effort by the MNC
Parent for Subsidiary Absorptive Capacity
In their attempts to develop a better understanding
of the knowledge diffusion and knowledge utiliza-
tion between knowledge providers and recipients,
different research fields – such as organizational
behavior and research on knowledge transfer – have
highlighted the critical role of normative motiva-
tional processes (Alavi & Leidner, 2001; Argote et al.,
2000; Szulanski, 1996, 2000). For instance, prior
work on knowledge transfer suggests that the moti-
vation of knowledge providers drives the effort and
time spent to transfer knowledge (Hansen, Mors, &
Lovas, 2005; Kostova, 1999). Similarly, other knowl-
edge transfer studies empirically confirm that the
knowledge recipient’s efforts spent on any given
knowledge transfer influence the successful absorp-
tion of this knowledge (Katz & Allan, 1982;
Minbaeva et al., 2003; Szulanski, 1996).
Despite existing research on the cognitive stimuli

of both knowledge provider and recipient in relation
to knowledge transfer, our understanding of the
extent of effort exercised in relation to knowledge
absorption is comparatively trivial. For instance,
only a few studies exist that explore what role
the willingness of the knowledge recipient plays
for knowledge absorption (Minbaeva et al., 2003;

Szulanski, 1996, 2000). And despite the empirical
evidence that the lack of motivation by a knowledge
provider affects the transfer of knowledge (Martin &
Salomon, 2003; Schleimer & Riege, 2009), it remains
unclear how the intensity of efforts undertaken by
the knowledge source affects the capacity to absorb
at the recipient level. This is especially surprising,
considering that Cohen and Levinthal (1990: 131)
clearly highlight that “it is insufficient to merely
expose an individual briefly to relevant prior knowl-
edge. The intensity of effort is critical”.
Studying the intensity of effort by the knowledge

provider in the context of absorptive capacity within
the MNC parent–subsidiary dyad differs from other
knowledge absorption settings. For instance, differ-
ently from inter-firm knowledge absorption, where
ownership and complexity play essential roles for
the provider’s motivation to share knowledge (Ariño
& Ring, 2010), in the MNC dyad, independently of
how complex the knowledge is and irrespective of its
ownership, there are obvious benefits for the knowl-
edge provider (MNC parent) if the knowledge is
successfully applied at the receiving end (subsidiary
level) (Birkinshaw & Morrison, 1995). Our investiga-
tion in the knowledge provider’s extent of effort is
therefore specific to theMNC dyad, and is embedded
in and bounded by the factors, features, and actors
surrounding this context (Michailova, 2011).
In their seminal paper, Cohen and Levinthal

(1990: 140) suggest that the degree to which outside
knowledge is targeted to the student firm’s needs
and concerns will influence the ease of learning and
utilization. For any knowledge to be created and
disseminated, it must be communicated appropri-
ately (Taylor & Osland, 2003). In relation to market-
ing strategies, as with other knowledge that is
complex and difficult to articulate (Levin & Cross,
2004), the extent to which the strategy-providing
parent spends efforts on its articulation is likely to
determine whether the recipient understands the
value and feasibility of the strategy for the local
market. Increasing articulation also decreases poten-
tial misunderstandings and misinterpretations of
the intended strategy (Menon et al., 1999). In addi-
tion, resource commitments, in the form of an
adequate level of people, support, and financial
resources allocated by the MNC parent to pursue
strategies (Ramanujam et al., 1986; Szulanski, 1996),
matter for successful learning. Increasing levels of
resource commitments by the MNC parent can
indicate that the parent places importance on the
strategy (Schulz, 2003). This, in turn, is likely to
enhance the ability of the subsidiary to see the
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potential value of this strategy for the subsidiary’s
success in the focal market. Additionally, the more
resources the MNC parent commits to communicat-
ing the strategy to the subsidiary, the more likely it is
that the subsidiary will be able to understand the
complex and tacit components of the strategy
(Szulanski & Jensen, 2006;Wooldridge& Floyd, 1989).
Lastly, in relation to strategy absorption, the

degree of knowledge adaptation (vs standardization)
is one of the most frequently discussed topics in the
literature on international marketing strategy
(Hewett & Bearden, 2001; Szymanski, Bharadwaj, &
Varadarajan, 1993) and knowledge transfer
(Szulanski & Jensen, 2006; Yu & Zaheer, 2010).
Albeit we are fully aware that the discussion about
adaptation vs standardization remains ongoing, we
support the notion that the MNC parent’s efforts to
adapt the strategy toward the subsidiary’s market
matters for the subsidiary’s capability to absorb it. In
particular, the degree of adaptation of parent-
initiated knowledge permits the subsidiary the free-
dom to maximize its fit with the local environment
(Kostova, 1999; Luo, 2000). Hence an increased will-
ingness of the MNC parent to adapt the strategy so
that it can work in the host markets permits the
subsidiary to better recognize the value of the strat-
egy for the local market, assess its feasibility, and
apply the strategy with possible adaptations. Thus
we posit:

Hypothesis 2: The intensity of effort by the MNC
parent will have a positive impact on subsidiary
absorptive capacity for MNC parent-initiated
strategies.

METHOD

Sampling and Data Collection
We tested the hypotheses on a sample of 213
Australian subsidiaries of overseas MNC parents.
Australia represents a useful location for collecting
the data on MNC subsidiaries for several reasons.
The Australian economy represents an open, market-
based economy with resilient ties to MNCs in Asia,
Europe, and North America, and hence provides
variations in the potential locations of MNC parents
(Johnston & Mengic, 2007). Also, Australia’s open,
market-based economy increases the likelihood that
the absorptive capacity of the subsidiaries under
investigation is driven foremost by the MNC parent
rather than being affected by other exceptional
economic or political circumstances in the focal
market (Chung, Lee, Beamish, & Isobe, 2010). We

examined the subsidiaries’ ability to absorb market-
ing strategies that were transferred by their MNC
parents. The transfer of marketing strategies across
borders represents one of the most internationalized
knowledge flows in the MNC (Schlegelmilch &
Chini, 2003).
Before the main questionnaire was designed, we

conducted a pilot test of the draft questionnaire with
30 senior marketing managers and 8 academic
domain experts. Each of these individuals was given
the questionnaire draft to read first, and subse-
quently to clarify and comment on the questions
and measures in the draft in a semi-structured inter-
view. During this process, we deemed it important
that the individuals were able to distinguish clearly
between the dimensions of subsidiary absorptive
capacity, owing to the centrality of the construct for
this study. Subsequently, several of the questions
were altered according to the suggestions made
during the pilot study, and administered to the full
sample. No responses obtained from the managers
in the pilot sample were used in the final sample.
For the main questionnaire, a contact list from

Dun & Bradstreet was utilized that provided full
contact details of 1500 senior executives, managing
directors, and senior marketing managers located in
Australian subsidiaries with an overseas headquar-
ters. Managers in these positions were chosen
because they are usually at the center of headquar-
ters–subsidiary relationships, and are most aware of
the marketing strategies transferred between them
(Roth &Nigh, 1992). In the introduction letter of the
survey, we asked the subsidiary managers to report
on the latest marketing strategy they recall being
communicated from their MNC headquarters, inde-
pendently of whether it was successfully absorbed or
not (see Menon et al., 1999, for a similar approach).
We asked the managers to consider those practices
concerned with relevant strategic approaches relat-
ing to marketing segmentation and targeting of the
MNC’s most recent product(s) or service(s), includ-
ing their brand recognition, channel access, or mar-
ket-specific functional expertise in relation to their
price, distribution, and promotion decisions (Hunt
& Morgan, 1995; Slater & Olson, 2001). A total of
398 surveys needed to be discounted, as they were
returned because of incorrect addresses. Two follow-
up questionnaires were sent in the weeks following
the initial questionnaire. The final sample was 213
completed surveys.
The 213 subsidiaries belonged to headquarters

located in Europe, USA, and Asia on an approxi-
mately even split. The subsequent models were run
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separating the sample according to the origin of head-
quarters. Over 75% of the subsidiaries were under 25
years old, and belonged to headquarters that were
between 50 and 100 years old. A greater part of the
subsidiaries had between 100 and 200 employees, and
belonged to MNCs that had between 10,000 and
20,000 employees. The majority (89%) of subsidiaries
captured in the survey also belonged to private enter-
prises, and were located in a variety of industry
sectors, including manufacturing, wholesale, retail,
mining, finance, and other services sectors.
Although the effective response rate of 19% is

lower than expected, it is nevertheless similar to
recent research that sampled senior managers on
their observations of organizational knowledge
transfer (Sarkar, Aulakh, & Madhok, 2009). The
possibility of non-response bias still needs to be
addressed. Non-response bias was examined on the
basis of basic recorded information provided by
Dun & Bradstreet. The mean differences between
responding and non-responding firms were com-
pared along firm size, firm age, and industry sector
using t-tests; all statistics were non-significant
(p> 0.10). In addition, non-response bias was
assessed by comparing early with late respondents
(Armstrong & Overton, 1977). This comparison
indicated no significant difference between early
and late respondents along the key variables in the
study.
We also checked for common method bias using

several procedures prescribed in the literature
(Chang, Witteloostuijn, & Eden, 2010). First, we
separated the measurement of the predictor and

criterion variables clearly into different sections in
order to create a psychological separation between
these constructs (Parkhe, 1993). Second, we sepa-
rated the criterion and predictor variables methodo-
logically by letting the respondents complete them
under different response formats (i.e., different
Likert scales). Third, by protecting the respondents’
anonymity, we reduced biases concerned with both
evaluation apprehension and social desirability
(Podsakoff, MacKenzie, Lee, & Podsakoff, 2003).
Fourth, we applied a complex structural equation
model (SEM) with multiple latent constructs so that
respondents were “unlikely to be guided by a cogni-
tive map that includes difficult-to-visualize interac-
tion and non-linear effects” (Chang et al., 2010:
179). Lastly, we performed a number of statistical
analyses to assess the severity of common method
bias including, Harman’s one-factor test, the marker
variables test, and the more comprehensive confir-
matory factor analysis (CFA) with a single-factor
model (Chang et al., 2010). The assumption is that
the existence of a single factor that is the common
denominator across all items reflects the presence of
a common method bias (Podsakoff et al., 2003). The
goodness-of-fit of the single-factor model, where all
items in the model form one factor, is listed in
Table 1 (Model 1). The single-factor model offered a
poor representation of the data (goodness-of-fit index
(GFI)=0.44, non-normed fit index (NNFI)=0.51, root-
mean-square error of approximation (RMSEA)=0.15),
which indicated that a common variance factor
did not explain a sizeable portion of the variation in
our data.

Table 1 Goodness-of-fit statistics for alternative specification of process model of absorptive capacitya

Model 0 Model 1 Model 2b Model 3 Model 4

Measurement
model

Single-factor
model

Social structure
→Absorptive
capacity

Social structure +MNC
parent intensity of effort
→Absorptive capacity

(see Figure 1)

Social structure +MNC parent intensity
of effort and covariance among these

→Absorptive capacity
(see Figure 2)

χ2 1023.3 3335.6 368.3 1104.7 1062.5
(d.f.) (558) (594) (176) (573) (571)
GFI 0.89 0.44 0.86 0.91 0.92
NNFI 0.92 0.51 0.93 0.93 0.95
RMSEA 0.05 0.15 0.07 0.06 0.05
CFI 0.92 0.51 0.93 0.94 0.95
R2 for
absorptive
capacity

— 0.37 0.71 0.78

aThe variable MNC subsidiary willingness to absorb the marketing strategy is included as a control variable in Models 2, 3 and 4.
bThis model includes fewer constructs and applies fewer degrees of freedom, and is therefore not nested into the other models.
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Measures
For the majority of the items for the hypothesized
relationships, we used existing scales from prior
empirical studies. When a new scale was developed,
it was based on the adaptation of existing measures
from the literature. All of the main constructs were
measured using multiple items requiring an indica-
tion of intensity on a 5-point Likert-type scale for
each item, and using multi-item scales anchored by
1 (strongly disagree) and 5 (strongly agree). All
constructs included at least three items, as recom-
mended in latent construct models.

Social structure
Building on Menon et al. (1999), we measured
decentralization along three items that resemble the
degree of decision-making authority of the MNC
subsidiaries in relation to their parent firms. In
particular, we asked the respondents about:

(1) their freedom to make decisions without check-
ing with MNC parents;

(2) their latitude in the choice of means to accom-
plish goals; and

(3) the extent of flexibility to complete their work.

In the CFA the construct obtained construct relia-
bility (CR) of 0.87 and AVE of 0.69, which is highly
satisfactory. The social structure construct was
formed as a (first-order) composite construct reflec-
tive of the above three items.
We measured normative integration with four items

originally developed by Jaworski and Kohli (1993).
These items, originally termed “inter-unit connected-
ness”, measured the normative relationship between
the MNC parent and the subsidiary. Respondents
here reported on characteristics describing their rela-
tionship with the parent firm, including:

(1) their shared trust and confidence;
(2) the encouragement for participation from sub-

sidiary employees;
(3) whether information is shared openly and hon-

estly between subunits; and
(4) whether employees feel as though their ideas

and inputs are listened to by others in the MNC
(CR=0.90, AVE=0.70).

The construct of normative integration was also
measured as a (first-order) composite construct,
reflective of these four items.

Intensity of effort by MNC parent
Building on empirical measures by Menon et al.
(1999) and Jensen and Szulanski (2004), wemeasured

the extent of the MNC parent’s effort along the three
multi-item composite constructs of:

(1) resource commitments (the degree of financial,
personnel, and other physical resources that the
MNC parent allocates to communicating the
particular marketing strategy to the subsidiary)
(CR=0.91, AVE=0.67);

(2) strategy adaptation (the degree to which head-
quarters understood the unique situation of the
subsidiary, encouraged modifications of the
strategy, and allowed the subsidiary to replace
components of the particular strategy) (CR=0.94,
AVE=0.76); and

(3) strategy articulation (the degree of MNC parent
efforts spent on articulating the benefits and
value of the strategy to the subsidiary) (CR=0.90,
AVE=0.64).

The MNC parent’s intensity of effort was subse-
quently transformed into a second-order construct
based on three first-order constructs of resource com-
mitments, strategy adaptation, and strategy articula-
tion (these constructs correspond to 15 items in total).
The reason for specifying the intensity of effort as a
second-order construct was its multidimensional nat-
ure, which includes more tangible commitments
(such as physical resources) as well as intangible
aspects (such as the degree of adaptation and the
efforts spend on articulating the knowledge at stake).

Subsidiary absorptive capacity
In line with recent research (Schleimer & Pedersen,
2013), and using a approach similar to Lichtenthaler
(2009), we adopted items for the three dimensions of
absorptive capacity based on their original definitions
(Cohen & Levinthal, 1990; Lane, Koka, & Pathak,
2006). These items were all tested scales of absorptive
capacity constructs from existing studies (i.e., Jansen
et al., 2005; Lane et al., 2006; Lichtenthaler, 2009;
Schleimer & Pedersen, 2013). All items measuring the
absorptive capacity asked about the subsidiaries’
ability related to the recognition, assimilation, and
application of a most recent MNC parent-initiated
marketing strategy.
Leaning on the original core concepts by Lane et

al. (2006), the four-item scale of recognition captured
the subsidiary managers’ ability to recognize and
understand the benefits, the components, the value,
and the importance of the marketing strategy for the
subsidiary, and whether they thought that the justi-
fication for the strategy outlined by the MNC parent
made sense. The four items for this construct,
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(1) ability to recognize the benefits of the strategy,
(2) ability to understand the importance of the

strategy,
(3) ability to recognize the potential to create value

with the strategy, and
(4) whether the justification for implementing the

strategy made sense

were all based on the construct “recipient motiva-
tion” by Jensen and Szulanski (2004) in their empiri-
cal study about MNC strategy transfer (CR=0.92,
AVE=0.75).
Strategy assimilation was also captured along four

items. Using Schleimer and Pedersen’s (2013) mea-
sures, all four items were based on the original
construct termed “recipient absorptive capacity” in
Szulanski’s (1996) study. They asked respondents
about:

(1) their ability to understand the key components
of the strategy;

(2) the ability to understand how the components
fitted together to make them work in the local
market;

(3) their ability to understand the strategy even if it
included some new components compared with
previous strategies; and

(4) their ability to recognize what steps had to be
taken to make the strategy successful (CR=0.89,
AVE=0.67).

Lastly, the construct strategy application consisted of
three items taken from Schleimer and Pedersen (2013)
that were originally adapted from Lichtenthaler’s
(2009) similar construct of this measure. In specific,
the items addressed whether the subsidiaries were able
to successfully apply the assimilated marketing strat-
egy in the focal context. We here asked about their
ability to

(1) further adapt,
(2) monitor and correct, and
(3) fine-tune components of the strategy to make it

work successfully in the local market (CR=0.76,
AVE=0.51).

In line with its original definition (Cohen &
Levinthal, 1990), subsidiary absorptive capacity
represents a multidimensional construct, and was
therefore measured as a second-order construct based
on the three first-order constructs of value recogni-
tion, assimilation, and application (these were based
on 11 items in total).

Control variable
Since learning and knowledge absorption require an
effort by the knowledge source and the knowledge
recipient, the willingness of the knowledge-receiving
subsidiary to absorb knowledge matters for exter-
nal knowledge absorption (Minbaeva et al., 2003;
Szulanski, 2003). Taking up the teacher–student ana-
logy again, we argue that the student’s ability to
absorb new knowledge is largely a cognitive process
that is conducted and initiated only by the student.
Hence the student’s willingness to learn matters for
the resulting behaviors of the absorption process
(Baldwin, Magjuka, & Loher, 1991). While some
authors (e.g., Minbaeva et al., 2003) lean toward view-
ing motivation as a dimension of absorptive capacity,
this approach has recently been questioned by other
authors, who regard motivation as different from
ability (e.g., Chang et al., 2012). However, as this paper
is interested predominantly in what nurtures the
ability to absorb, we use the willingness construct
merely as a control variable, and include its covariate
relationship with absorptive capacity (without imply-
ing any causalities between motivation and ability,
but just that they are correlated). Therefore, recogniz-
ing prior work highlighting the importance of sub-
sidiary motivation, we control for the willingness of
the subsidiary to absorb the strategy using a three-item
composite construct. We asked managers about:

(1) the extent of their willingness to experiment
with the strategy;

(2) whether they viewed it as a trial-and-error pro-
cess; and

(3) whether they were willing to adapt the strategy
further where changes were necessary (CR=0.75,
AVE=0.50).

CONSTRUCTANALYSIS AND RESULTS
The hypotheses are tested using a SEM that allows
for the simultaneous formation of underlying con-
structs (the measurement model) and the testing of
structural relationships among these constructs (the
structural model). Initially, the measurement model
was assessed in order to test convergent validity (i.e.,
the degree of association between measures of a
construct) and discriminant validity (i.e., the degree
to which measures of constructs are distinct) for all
constructs. To ascertain whether the constructs are
internally coherent, we conducted several tests of
convergent validity based on the saturated measure-
ment model where all factor loadings were
specified.
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The strength of the linearity in relations between
constructs and items – the R2 value – is relatively
strong, with an R2 value of 0.42 or higher for all
variables, which is clearly above the common
threshold of 0.20 for R2 (Hair, Anderson, Tatham, &
Black, 1995). After performing factor analyses, we
can also conclude that the factor loadings are strong,
as they are all above 0.64. We further calculated the
reliability of each construct, and all pass the recom-
mended threshold of 0.70 (Anderson & Gerbing,
1988). In addition, several measures of discriminant
validity are obtained from the data. By constructing
99.9% confidence intervals around the correlations
and causal paths, none of them is close to 1. Also, in
regard to the variance extracted, the overall model is
clearly robust, as all constructs are above the recom-
mended threshold of 0.50 for the AVE values (Hair
et al., 1995).1

As two of the constructs in our model – subsidiary
absorptive capacity and MNC parent intensity of
effort – are second-order constructs, we conducted a
number of tests with alternative specifications of the
relationships between the first-order constructs for
each of the two second-order constructs in order to
determine whether the second-order constructs
reflected the data best. We found in both cases that
the formation of a second-order construct indeed
described the data best, owing to the multidimen-
sional nature of these two constructs.2 In particular,
the coefficients of the relationship between subsidiary
absorptive capacity and the three composite indica-
tors of application, assimilation, and recognition are
very high, at 0.68–0.86. Similarly, coefficients of 0.65–
0.84 for the relationship between MNC parent inten-
sity of effort and the three dimensions adaptation,
resource commitment, and articulation are high. The
goodness-of-fit of the measurement model (including
all constructs) is shown in Model 0 in Table 1. The fit
is good, with χ2[558]=1023.3 and RMSEA=0.05,
indicating that our (first- and second-order) con-
structs provide a good representation of the data.
Through repeated iterations, an SEM analysis pro-

ceeds with the fine-tuning of the model to obtain a
more coherent representation of the empirical data.
The purpose of the SEM analysis is to confirm a
model consisting of specified causal relations. In
order to unfold the relationships between the social
structure, MNC parent intensity of effort, and sub-
sidiary absorptive capacity, we conducted several
SEM models with alternative specifications of this
relationship (see Table 1). Model 2 (in Table 1)
includes only relationship paths between social
structure and the subsidiary absorptive capacity.

Model 3 also includes the MNC parent intensity of
effort, and Model 4 includes the covariance among
the two social structure constructs and the intensity
of effort construct.
We provide multiple indices to assess the overall fit

of the estimated models, since tests that provide fit
along multiple indices are more robust and valid
than tests that fit along fewer indices (Hair et al.,
1995). For instance, the Satorra–Bentley scaled χ2

adjusts for non-normality in the data, and assesses
whether the difference between the data-driven
covariance matrix and the model-driven covariance
matrix is significant. In addition, we examined other
model fit indices, such as GFI, NNFI, comparative fit
index (CFI) and the RMSEA. Values of GFI and NNFI
ranging between 0.9 and 1 indicate good fit, while
RMSEA values should be below 0.08, and CFI is used
mainly to compare models.
As can be seen in Table 1, Model 2 is not accep-

table, with an RMSEA value of 0.07 and a GFI value
of 0.86. Only Models 3 and 4 pass the test for
goodness-of-fit of the specified models. Of these,
Model 4 has more favorable fit statistics than Model
3, as it obtains a much lower χ2 value than Model 3
with the use of just two more degrees of freedom
(i.e., the two covariances). Model 4 reveals a χ2 value
of χ2[571]=1063, while the GFI that is based on
residuals has obtained a value of 0.92, which repre-
sents a good fit of the model to the data (Bollen,
1989). Finally, the Bentler–Bonett NNFI represents
the proportion of improvement in fit relative to the
null model, while controlling for model parsimony.
The obtained value (NNFI=0.95) also represents a
good fit of the model to the data. In addition, the
RMSEA is only 0.05, and therefore below the sug-
gested threshold of 0.08. The difference in specifica-
tion between Models 3 and 4 is that in Model 4 the
covariance between the two social structure con-
structs and the MNC parent intensity of effort is
added. The fact that Model 4 has a superior fit to
Model 3 indicates that the addition of the covariance
is adding explanatory power to the model. Table 1
depicts the R2 of the subsidiary absorptive capacity
construct for each model, with values of 0.71 for
Model 3 and 0.78 for Model 4. This indicates that the
models are explaining no less than around three-
quarters of the variation in the subsidiary absorptive
capacity. In order to explore this finding further, we
next examine the standardized coefficients for all
paths for Model 3 (depicted in Figure 2) and for
Model 4 (illustrated in Figure 3).
The listed paths for Model 3 (represented in

Table 1 and Figure 2) from MNC parent intensity of
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effort and social structure to subsidiary absorptive
capacity are all significant as hypothesized. The path
from MNC parent intensity of effort to absorptive
capacity is highly significant and positive, with a
coefficient of 0.75 (p<0.001). The paths from decen-
tralization and normative integration to absorptive
capacity are also significant and positive, as predicted
(β=0.12 and 0.10, respectively). When adding the
covariances between decentralization and normative
integration and MNC parent intensity of effort in
Model 4, they are highly significant (see Figure 3), with
coefficients of 0.18 (p<0.001) and 0.46 (p<0.001),
respectively. However, at the same time, the signifi-
cant, direct path between social structure and sub-
sidiary absorptive capacity becomes insignificant.
Thus the results suggest that the model (Figure 3)

where the effect of social structure on subsidiary

absorptive capacity is mediated by the MNC parent
intensity of effort is superior to the direct effect
model (Figure 2). This means that the ways the
MNC parent designs social control and formal
structure only indirectly promote subsidiary
absorptive capacity. Instead, the impact of these
organizational antecedents is accounted for by the
parent’s targeted efforts in transferring the knowl-
edge at hand.
The control variable – the willingness of the sub-

sidiary to absorb the strategy – was significant and
positive in the superior Model 4 (depicted in Figure 3).
This significant covariance confirms and comple-
ments prior studies. In particular, the willingness
of the knowledge-receiving subsidiary to absorb
knowledge not only matters for the knowledge
transfer and enactment of absorptive capacity
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0.75**
0.23**

0.86** 0.86** 0.68**

0.81** 0.84** 0.65**
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Normative integration

Subsidiary absorptive capacity

Recognition Application
Assimilation

Subsidiary’s willingness 
to learn

MNC parent intensity of effort

Resource
commitment
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Figure 2 Results from SEM (Model 3 in Table 1).
Notes: N = 213.
*, **, *** indicate significance at the 5%, 1% and 0.1% levels, respectively. All reported coefficients are standardized.
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Figure 3 Results from SEM with covariance between social structure and intensity of effort (Model 4 in Table 1).
Notes: N = 213.
*, **, *** indicate significance at the 5%, 1% and 0.1% levels, respectively. All reported coefficients are standardized.
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(Minbaeva et al., 2003; Szulanski, 1996), but is
reinforced by the development of this ability, and
should thus be included in any investigation about
absorptive capacity.
Summarizing the results, the findings confirm our

general proposition that the MNC parent’s intensity
of effort to nurture both absorptive capacity and
specific forms of social structure, namely, decentrali-
zation and normative integration, influences the
ability of the MNC subsidiary to recognize, assim-
ilate, and apply the parent-initiated marketing strat-
egy. While the findings confirm that the MNC
parent’s intensity of effort promotes the subsidiary’s
absorptive capacity directly (confirming Hypothesis 2),
the findings are not in line with our propositions
made in Hypotheses 1a and 1b. We find that the
impact of decentralization and normative integra-
tion on the ability of the subsidiary to absorb
marketing strategies is indirect, and accounted for
by the MNC parent’s extent of effort. The findings
thus hold important implications for existing
literature on what promotes absorptive capacity
and what constitutes this critical organizational
capability. These will be discussed in the next
section.

DISCUSSION AND IMPLICATIONS
Knowledge appropriation through mobilizing and
leveraging valuable knowledge across the MNC’s
international footprint holds the key to becoming
and remaining a world player in the global knowl-
edge economy (Brannen & Voisey, 2012). Indeed,
the multi-country presence that MNCs enjoy pro-
vides ample opportunities for comparative learning
from simultaneously managing knowledge in the
face of multiple demands presented by local and
global pressures (Doz et al., 2001). However, despite
the opportunities presented, the knowledge embed-
ded in many complex strategies that entail largely
implicit components, such as marketing strategies,
remains closely related to the context and socio-
cultural environment where the knowledge is cre-
ated. This can push the MNC to adopt a strong
selection regime that may “select out” valuable
strategies for global leverage (Westney, 2009). There-
fore, although the global appropriation of marketing
strategies can potentially distinguish the MNC’s
offering from competition in the markets in which
it operates, the ability of the MNC’s subunits to
absorb such complex knowledge must be nurtured
(Lewin et al., 2011). Indeed, marketing knowledge
created elsewhere in the MNC’s global network is,
like most other foreign-initiated knowledge with a

substantial implicit component, subject to being
“sticky” (Szulanski, 2000, 2003), and at a risk of
being de-contextualized from its original meaning
by the local recipient (Brannen, 2004).
This study finds that the MNC parent can actively

cultivate the capacity to appropriate marketing
knowledge at the subsidiary level in several specific
ways. For instance, our findings lead us to suggest
that MNC parents can construct weak selection
environments for their subsidiaries and optimize
their knowledge distribution to these environments
through specific authority structures and social con-
trols (Brannen & Voisey, 2012). Our findings here
broadly confirm prior studies, in that a multina-
tional organization’s global learning footprint can
be optimized through decentralized authority struc-
tures (Cantwell, Dunning, & Lundan, 2010) and
normative relationships linking subunits (Huber,
1991; Szulanski, 1996; Tsai, 2001). As an extension
of previous literature on learning organizations, how-
ever, we also find that the impact of these social
structures on the subsidiary’s ability to absorb the
largely implicit marketing knowledge is accounted for
by specific motivational efforts of the MNC parent to
leverage the knowledge across its subunits. This adds
to existing studies on knowledge transfer (Gupta &
Govindarajan, 2000; Szulanski, 1996, 2000), because
our findings show that knowledge source character-
istics (i.e., intensity of effort) and knowledge recipient
characteristics (i.e., absorptive capacity), as well as
their relationship, are inter-dependent elements in
the knowledge transfer process.
This study’s findings also carry important implica-

tions for existing literature on absorptive capacity
in general and within the MNC in particular. The
MNC parent’s efforts directly influence the ability to
absorb specific knowledge, which confirms Cohen
and Levinthal’s (1990: 131) original proposition that
the intensity of effort the knowledge source puts
into developing the recipient’s learning is critical for
absorptive capacity. Also, even though recent pro-
minent absorptive capacity models highlight the
importance of considering organizational mechan-
isms as drivers of absorptive capacity (e.g., Lane
et al., 2006; Todorova & Durisin, 2007; Volberda
et al., 2010), they commonly treat organizational
mechanisms as broad categories of drivers, rather
than considering the importance of their individual
or related roles for specific knowledge absorption. As
we find in this study, although the social structure of
the MNC matters for the subsidiary’s absorptive
capacity of marketing strategies, this impact is
accounted for by the motivational characteristics of

Effects on subsidiary absorptive capacity Stephanie C Schleimer and Torben Pedersen
315

Journal of International Business Studies



the MNC parent in relation to the specific knowl-
edge absorption. Hence, although the structural and
motivational drivers we examined all nurture the
ability to absorb specific knowledge in an MNC
subsidiary, and although all are at the discretion of
the knowledge-sending MNC parent, their effects
need to be examined in relation to one another.
Our study also has implications for one of the core

arguments made in absorptive capacity theory: that
“the ability to evaluate and utilize outside knowl-
edge is largely a function of the level of prior related
knowledge” (Cohen & Levinthal, 1990: 128). Our
findings suggest that with increasing efforts along
resource commitments, articulation, and the adap-
tation of the marketing strategies, the MNC parent
can communicate market knowledge so that the
content of the marketing strategy is sufficiently
connected with the subsidiary’s current knowledge
structure to increase the ability to absorb this
knowledge successfully. For the absorptive capacity
literature this means that – at least in the context of
our study – instead of having to rely predominantly
on the level of prior related knowledge, knowledge
source can actively increase the ability to absorb
new knowledge (and thus decrease the risk of
decontextualization and stickiness) by engaging in
specific efforts.
Although several former studies that looked at

knowledge absorption processes in their entirety
in an organizational setting have substantially
increased our understanding of this process (Jansen
et al., 2005; Van den Bosch et al., 1999), in this study
we intentionally focused solely on how the ability to
absorb can be nurtured. Therefore, as a key assump-
tion of this paper, we assumed that the behaviors
acting on the ability to absorb new knowledge at the
MNC subsidiary level are influenced by a wealth of
additional and potentially different variables that
warrant a separate inquiry from the one we centered
on. We found in this paper that the ability to absorb
MNC–parent-initiated knowledge can be directly
influenced by the parent. However, whether and if
so how the subsidiary exploits a marketing strategy
depends on factors that are relative to every subsidi-
ary. For instance, although the MNC parent can
increase the subsidiary’s understanding of all parts
of any particular knowledge, this knowledge is still
subject to liability of foreignness, and every subsidi-
ary will have to deal with this liability individually,
depending on its local embeddedness and the beha-
viors of local actors in the subsidiary’s market
(Bhanji & Oxley, 2013; Kostova & Zaheer, 1999;
Minbaeva et al., 2003; Zaheer, 1995).

This study used the analogy of a teacher–student
relationship (Lane & Lubatkin, 1998), which allowed
us to illustrate the different ways in which the
teaching MNC parent may influence the subsidiary’s
ability to absorb the parent-initiated strategies. We
confirm that, in an MNC setting, the teacher (the
MNC parent) can create a favorable environment for
the student (the MNC subsidiary) to learn, which in
our study consisted of creating particular authority
structures and social controls that generally favor
knowledge absorption. At the same time, it is the
actual effort undertaken by the teacher to commu-
nicate the knowledge at stake that actively drives the
student’s ability to absorb new, complex knowledge.
In relation to this ability, the teaching MNC parent is
able to increase the relevance of the knowledge for
the student. Knowledge relevance represents “the
degree to which external knowledge has the potential
to connect to local knowledge” (Schulz, 2003: 442),
and as such decreases the perceived knowledge sticki-
ness. Hence the greater the relevance of the source’s
knowledge in the eye of the recipient, and the more
easily the knowledge recipient can derive these impli-
cations, the more pertinent this knowledge becomes
at the receiving end (Yang et al., 2008). The MNC
parent can thus actively increase the perceived rele-
vance of the marketing strategies for the MNC sub-
sidiary by increasing efforts in articulating its content,
by investing in resources related to the adoption, and
by allowing adaptations of its content to fit with the
subsidiary’s focal environment.
This study also empirically confirms that the origi-

nal dimensions of recognition, assimilation, and
application represent three complementary, yet dis-
tinct, cognitive learning processes that together
create the second-order construct of absorptive capa-
city in the MNC context (Cohen & Levinthal, 1990;
Lane et al., 2006; Schleimer & Pedersen, 2013).
Absorptive capacity is defined as the ability to absorb
new knowledge (Cohen & Levinthal, 1989, 1990),
and therefore we purposely abstain from separating
the construct into “potential” and “realized” absorp-
tive capacity in this study (Jansen et al., 2005; Lane
& Lubatkin, 1998; Zahra & George, 2002). Absorp-
tive capacity provides the knowledge recipient with
the capacity to absorb external knowledge, but the
way the recipient reacts on this ability represents a
related, but different process. For the setting of this
study, this means that even though the MNC parent
might be able to have an active influence on the
MNC subsidiary’s capacity to absorb, it does not
necessarily mean that any two subsidiaries will enact
on this ability in the same way.
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For managers in the global marketplace, our
findings lead us to suggest that MNCs devote at
least as much attention to nurturing the absorptive
capacities at different organizational levels, such as
their subsidiaries, as they do on transferring and
managing their enactments (implementation of
the new knowledge at the receiving end). As global
competition becomes increasingly knowledge
based (Zhao & Anand, 2009), it is of foremost
importance for the MNC to develop a thorough
understanding of how it can optimize its global
footprint (Brannen, 2004; Brannen & Voisey,
2012). Our study shows that MNC parents can
adopt particular mechanisms to both directly and
indirectly influence their subunits’ ability to
absorb strategic knowledge created elsewhere in
the MNC. As a result, where variations exist in the
ways that MNC units implement newly absorbed
knowledge, we urge managers to carefully examine
whether these differences are caused by variations
in the ability of knowledge-receiving units to
absorb this new knowledge, or whether it is other
factors influencing the enactment on this ability
that cause the differences.

LIMITATIONS AND FUTURE RESEARCH
This study holds a number of limitations that merit
discussion. Similar to the majority of absorptive
capacity studies, it also lacks a longitudinal research
method that might capture the process aspects of the
absorptive capacity promotion. For instance, future
studies might explore the MNC subsidiary’s absorp-
tive capacity and the enactments on this capacity
over a period of time, over a number of different
strategy absorptions, and including additional fac-
tors driving the actual knowledge implementation
and internalization once it is absorbed by an MNC
subunit. In addition, with our selection of specific
forms of social structure, we do not mean to imply
that these are the only or the most important ones
that have a bearing on subsidiary absorptive capa-
city. Arguably, the list of drivers that can be included
in an analysis of subsidiary absorptive capacity
includes a wealth of firm internal mechanisms and
also external drivers that affect the transfer of orga-
nizational practices between subunits of an organi-
zation (Grant, 1996).
Furthermore, our data on the absorption process

are based on the subsidiary managers’ own percep-
tion of their own abilities. Future studies should thus
examine the perception of both the knowledge-
sending MNC parent and the knowledge-receiving
subsidiary in relation to the knowledge absorption.

Also, in this study we examined the process of MNC
parent to subsidiary strategy transfer. Future research
could focus on the reverse setting, where the sub-
sidiary aims at influencing the absorptive capacity of
a knowledge-receiving MNC parent (Yang et al.,
2008). Based on existing evidence in the interna-
tional business literature (Ambos, Ambos, &
Schlegelmilch, 2006; Cantwell & Mudambi, 2005),
we also expect that lateral knowledge flows (i.e.,
between subsidiaries, and between subsidiaries and
partners in the focal environments) differ in regard
to the nature of the knowledge transferred, the
motivations driving the effort by the knowledge
source, and the organizational drivers influencing
these relationships.
Future research should also explore how absorp-

tive capacity differs depending on whether it is
considered from the perspective of the knowledge-
initiating source or of the knowledge-receiving
recipient. For instance, future research could
examine what it means for MNC parents if they
are the source in one knowledge absorption pro-
cess and the recipient in another. Lastly, it is
important to note that we examined a situation of
one-way intra-firm learning (with one teacher and
one student). However, many circumstances
involve the potential of learning paths among
multiple internal and external partners (i.e., inter-
firm alliances; cross-functional and open innova-
tion activities), and future research could explore
what drives absorptive capacity in the situation
where involved parties represent both the senders
and the receivers of knowledge, both within the
firm and in inter-firm learning settings.

ACKNOWLEDGEMENTS
This paper has benefited from inspiring discussions
with Nicolai Foss, Felipe Monteiro, Jasper Hotho,
and Lance Newey. We are also grateful for the com-
ments issued by participants in seminars at the
Wharton School of Business, Copenhagen Business
School, the University of Queensland, and the 2012
Academy of Management Absorptive Capacity Panel
members. These helped us to improve the paper
significantly.

NOTES
1The authors are not presenting factor loadings and

R2 values for each item here, but their results are
available on request.

2The authors are not presenting the details of these
alternative specifications here, but the specifications
and their results are available on request.

Effects on subsidiary absorptive capacity Stephanie C Schleimer and Torben Pedersen
317

Journal of International Business Studies



REFERENCES
Alavi, M., & Leidner, D. E. 2001. Review: Knowledge manage-
ment and knowledge management systems: Conceptual foun-
dations and research issues. MIS Quarterly, 25(1): 107–136.

Alavi, M., & Tiwana, A. 2003. Knowledge management: The
information technology dimension. In M. Easterby-Smith, &
M. A. Lyles (Eds), Handbook of organizational learning and knowl-
edge management, 104–121. Malden, MA: Blackwell Publishing.

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.

Ambos, T. C., Ambos, B., & Schlegelmilch, B. B. 2006. Learning
from foreign subsidiaries: An empirical investigation of head-
quarters’ benefits from reverse knowledge transfers. Interna-
tional Business Review, 15(3): 294–312.

Anderson, J. C., & Gerbing, D. W. 1988. Structural equation
modeling in practice: A review and recommended two-step
approach. Psychological Bulletin, 103(3): 411–423.

Argote, L., Ingram, P., Levine, J. M., & Moreland, R. L. 2000.
Knowledge transfer in organizations: Learning from the experi-
ence of others. Organizational Behavior and Human Decision
Processes, 82(1): 1–8.

Ariño, A., & Ring, P. S. 2010. The role of fairness in alliance
formation. Strategic Management Journal, 31(10): 1054–1087.

Armstrong, J. S., &Overton, T. S. 1977. Estimating nonresponse bias
in mail surveys. Journal of Marketing Research, 14(3): 396–403.

Baldwin, T., Magjuka, R. J., & Loher, B. T. 1991. The perils of
participation: Effects of choice of training on trainee motivation
and learning. Personnel Psychology, 44(1): 51–65.

Bennett, J., & Bennett, M. 2001. Developing intercultural sensi-
tivity: An integrative approach to global and domestic diversity.
In D. Landis, J. M. Bennett, & M. J. Bennett (Eds), Handbook of
intercultural training, 147–165. Thousand Oaks, CA: Sage.

Bhanji, Z., & Oxley, J. E. 2013. Overcoming the dual liability of
foreignness and privateness in international corporate citizen-
ship partnerships. Journal of International Business Studies,
44(4): 290–311.

Birkinshaw, J. M., & Morrison, A. J. 1995. Configurations of
strategy and structure in subsidiaries of multinational corpora-
tions. Journal of International Business Studies, 26(4): 729–753.

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

Bollen, K. A. 1989. Structural equations with latent variables.
New York: Wiley.

Brannen, M. Y. 2004. When Mickey loses face: Recontextualiza-
tion, semantic fit, and the semiotics of foreignness. Academy of
Management Review, 29(4): 593–616.

Brannen, M. Y., & Voisey, C. J. 2012. Global strategy formulation
and learning from the field: Three modes of comparative
learning and a case illustration. Global Strategy Journal, 2(1):
51–70.

Cantwell, J., & Mudambi, R. 2005. MNE competence-creating
subsidiary mandates. Strategic Management Journal, 26(12):
1109–1128.

Cantwell, J., Dunning, J. H., & Lundan, S. M. 2010. An evolu-
tionary approach to understanding international business
activity: The co-evolution of MNEs and the institutional envir-
onment. Journal of International Business Studies, 41(4):
567–586.

Chang, M.-H., & Harrington, J. E. J. 2000. Centralization vs
decentralization in a multi-unit organization: A computational
model of a retail chain as a multi-agent adaptive system.
Management Science, 46(11): 1427–1440.

Chang, S.-J., Witteloostuijn, A. V., & Eden, L. 2010. From the
editors: Common method variance in international business
research. Journal of International Business Studies, 41(2):
178–184.

Chang, Y.-Y., Gong, Y., & Peng, M. W. 2012. Expatriate
knowledge transfer, subsidiary absorptive capacity, and

subsidiary performance. Academy of Management Review,
55(4): 927–948.

Chung, C. C., Lee, S.-H., Beamish, P. W., & Isobe, T. 2010.
Subsidiary expansion/contraction during times of economic
crisis. Journal of International Business Studies, 41(3): 500–516.

Clark, F. B., & Fujimoto, T. 1991. Product development perfor-
mance: Strategy, organisation, and management in the world auto
industry. Boston, MA: Harvard Business School Press.

Cohen, W. M., & Levinthal, D. 1989. Innovation and learning:
The two faces of R&D. Economic Journal, 99(397): 569–596.

Cohen, W. M., & Levinthal, D. A. 1990. Absorptive capacity: A
new perspective on learning and innovation. Administrative
Science Quarterly, 35(1): 128–152.

Daft, R. L. 1983. Organization theory and design. St Paul, MN:
West Publishing.

Davenport, T. H., & Prusak, L. 1998. Working knowledge: How
organisations manage what they know. Boston, MA: Harvard
Business School Press.

De Luca, L. M., & Kwaku, A.-G. 2007. Market knowledge
dimensions and cross-functional collaboration: Examining the
different routes to product innovation performance. Journal of
Marketing, 71(January): 95–112.

Dirks, K. T., & Ferrin, D. L. 2001. The role of trust in organizational
settings. Organization Science, 12(4): 450–467.

Doz, Y., Santos, J., & Williamson, P. 2001. From global to metana-
tional: Competing globally in the knowledge economy. Cam-
bridge, MA: Harvard Business School Press.

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

Elkjaer, B. 2003. Social learning theory: Learning as participation
in social processes. In M. Easterby-Smith, & M. A. Lyles (Eds),
Handbook of organizational learning and knowledge manage-
ment, 38–53. Malden, MA: Blackwell Publishing.

Fineman, S. 2003. Emotionalizing organizational learning. In
M. Easterby-Smith, & M. A. Lyles (Eds), Handbook of organiza-
tional learning and knowledge management, 557–574. Malden,
MA: Blackwell Publishing.

Foss, N. J., & Pedersen, T. 2002. Transferring knowledge in
MNCs: The role of sources of subsidiary knowledge in the
organizational context. Journal of International Management,
8(1): 49–67.

Ghoshal, S., & Barlett, C. A. 1988. Creation, adoption, and diffusion
of innovations by subsidiaries of multinational corporations.
Journal of International Business Studies, 19(3): 365–388.

Ghoshal, S., Korine, H., & Szulanski, G. 1994. Interunit commu-
nication in multinational corporations. Management Science,
40(1): 96–110.

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

Granovetter, M. 1985. Economic action and social structure: The
problem of embeddedness. American Journal of Sociology,
91(3): 481–510.

Grant, R. M. 1996. Toward a knowledge-based theory of the
firm. Strategic Management Journal, 17(Winter special issue):
109–122.

Gulati, R., & Nickerson, J. A. 2008. Interorganizational trust,
governance choice, and exchange performance. Organization
Science, 19(5): 688–708.

Gupta, A. K., & Govindarajan, V. 1991. Knowledge flows and the
structure of control within multinational corporations. Academy
of Management Review, 16(4): 768–792.

Gupta, A. K., & Govindarajan, V. 1994. Organizing for knowledge
flows within MNCs. International Business Review, 3(4): 443–457.

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

Hair, J. F., Anderson, R. E., Tatham, R. L., & Black, W. C. 1995.
Multivariate data analysis with readings, 4th edn. Englewood
Cliffs, NJ: Prentice Hall.

Effects on subsidiary absorptive capacity Stephanie C Schleimer and Torben Pedersen
318

Journal of International Business Studies



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

Hansen, M. T., Mors, M. L., & Lovas, B. 2005. Knowledge sharing
in organizations: A relational perspective. Academy of Manage-
ment Journal, 48(5): 776–795.

Harlos, K. P., & Pinder, C. C. 2000. Emotion and injustice in
the workplace. In S. Fineman (Ed), Emotions in organizations,
255–275. London: Sage.

Hedlund, G. 1980. The role of foreign subsidiaries in strategic
decision making in Swedish multinational corporations. Strate-
gic Management Journal, 1(1): 23–36.

Heide, J. B., & John, G. 1992. Do norms matter in marketing
relationships? Journal of Marketing, 56(2): 32–44.

Hempel, P. S., Zhang, Z.-X., & Han, Y. 2012. Team empowerment
and the organizational context: Decentralization and the con-
trasting effects of formalization. Journal of Management, 38(2):
475–501.

Hewett, K., & Bearden, W. O. 2001. Dependence, trust, and
relational behavior on the part of foreign subsidiary marketing
operations: Implications for managing global marketing opera-
tions. Journal of Marketing, 65(4): 51–66.

Higgins, M. J. 2011. The intra-alliance division of value created
through collaboration. Strategic Management Journal, 32(2):
187–211.

Huber, G. P. 1991. Organisational learning: The contributing pro-
cesses and the literatures. Organisational Science, 2(1): 88–115.

Huber, G. P., Miller, C. C., & Glick, W. H. 1990. Developing more
encompassing theories about organizations: The centraliza-
tion–effectiveness relationship as an example. Organization
Science, 1(1): 11–40.

Hunt, S., & Morgan, R. 1995. The comparative advantage theory
of competition. Journal of Marketing, 59(2): 1–15.

Jansen, J. J. P., Van den Bosch, H. W., & Volberda, H. W. 2005.
Managing potential and realized absorptive capacity: How do
organizational antecedents matter? Academy of Management
Journal, 48(6): 999–1015.

Jaworski, B. J., & Kohli, A. K. 1993. Market orientation: Antecedents
and consequences. Journal of Marketing, 57(3): 53–70.

Jensen, R. J., & Szulanski, G. 2004. Stickiness and the adaptation
of organizational practices in cross-border knowledge transfers.
Journal of International Business Studies, 35(6): 508–523.

Johnston, S., & Mengic, B. 2007. Subsidiary size and the level of
subsidiary autonomy in multinational corporations: A quadratic
model investigation of Australian subsidiaries. Journal of Inter-
national Business Studies, 38(5): 787–801.

Katz, R., & Allan, T. J. 1982. Investigating the not-invented-here
(NIH) syndrome: A look at the performance, tenure, and
communication patterns of 50 R&D project groups. R&D
Management, 12(1): 7–19.

Kogut, B., & Zander, U. 1992. Knowledge of the firm, combina-
tive capabilities, and the replication of technology. Organisa-
tional Science, 3(3): 383–397.

Kostova, T. 1999. Transnational transfer of strategic organiza-
tional practices: A contextual perspective. Academy of Manage-
ment Review, 24(2): 308–324.

Kostova, T., & Zaheer, S. 1999. Organizational legitimacy under
conditions of complexity: The case of the multinational enter-
prise. Academy of Management Review, 24(1): 64–81.

Lane, P., & Lubatkin, M. 1998. Relative absorptive capacity and
interorganizational learning. Strategic Management Journal,
19(5): 461–477.

Lane, P. J., Koka, B. R., & Pathak, S. 2006. The reification of
absorptive capacity: A critical review and rejuvenation of the
construct. Academy of Management Review, 31(4): 833–863.

Levin, D. Z., & Cross, R. 2004. The strength of weak ties you can
trust: The mediating role of trust in effective knowledge
transfer. Management Science, 50(11): 1477–1490.

Lewin, A. Y., Massini, S., & Peeters, C. 2011. Microfoundations of
internal and external absorptive capacity routines. Organization
Science, 22(1): 81–98.

Lichtenthaler, U. 2009. Absorptive capacity, environmental
turbulence, and the complementarity of organizational
learning processes. Academy of Management Journal, 52(4):
822–846.

Luo, Y. 2000. Determinants of local responsiveness: Perspectives
from foreign subsidiaries in an emerging market. Journal of
Management, 27(4): 451–477.

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.

Menon, A., Sundar, G. B., Phani, T. A., & Steven, W. E. 1999.
Antecedents and consequences of marketing strategy making:
A model and a test. Journal of Marketing, 63(2): 18–40.

Menon, A., & Veradarajan, P. R. 1992. A model of marketing
knowledge use within firms. Journal of Marketing, 56(4):
53–71.

Michailova, S. 2011. Contextualizing in international busi-
ness research: Why do we need more of it and how can we
be better at it? Scandinavian Journal of Management, 27(1):
129–139.

Millham, S., Bullock, R., & Cherrett, P. F. 1972. Social control in
organizations. British Journal of Sociology, 23(4): 406–421.

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

Mintzberg, H. 1979. The structuring of organizations: A synthesis of
the research. Englewood Cliffs, NJ: Prentice Hall.

Monteiro, L. F., Arvidsson, N., & Birkenshaw, J. 2008. Knowledge
flows within multinational corporations: Explaining subsidiary
isolation and its performance implications. Organization
Science, 19(1): 90–107.

Moorman, C., Zaltman, G., & Desphande, R. 1992. Relationships
between providers and users of market research: The dynamics
of trust within and between organizations. Journal of Marketing
Research, 29(3): 314–328.

Mudambi, R. 2002. Knowledge management in multinational
firms. Journal of International Management, 8(1): 1–9.

O’Reilly, C. 1989. Corporations, culture, and commitment: Moti-
vation and social control in organizations. California Manage-
ment Review, 31(4): 9–25.

Ouchi, W. G. 1977. The relationship between organizational
structure and organizational control. Organization Science,
22(1): 95–113.

Parkhe, A. 1993. Strategic alliance structuring: A game theoretic
and transaction cost examination of interfirm cooperation.
Academy of Management Journal, 36(4): 794–828.

Phene, A., & Almeida, P. 2008. Innovation in multinational
subsidiaries: The role of knowledge assimilation and subsidiary
capabilities. Journal of International Business Studies, 39(5):
901–919.

Podsakoff, P. M., MacKenzie, S. B., Lee, J.-Y., & Podsakoff, N. P.
2003. Common method biases in behavioral research: A critical
review of the literature and recommended remedies. Journal of
Applied Psychology, 88(5): 879–903.

Rajagopalan, N., Rasheed, A. M. A., & Datta, D. K. 1993. Strategic
decision processes: Critical review and future directions. Journal
of Management, 19(2): 349–384.

Ramanujam, V., Venkatraman, N., & Camillus, J. C. 1986. Multi-
objective assessment of effectiveness of strategic planning: A
discriminant analysis approach. Academy of Management
Journal, 29(2): 347–372.

Roth, K., & Morrison, A. T. 1992. Implementing global strategy:
Characteristics of global subsidiary mandates. Journal of Inter-
national Business Studies, 23(4): 715–735.

Roth, K., & Nigh, D. 1992. The effectiveness of headquarters–
subsidiary relationships: The role of coordination, control, and
conflict. Journal of Business Research, 25(4): 277–301.

Sarkar, M. B., Aulakh, P. S., & Madhok, A. 2009. Process
capabilities and value creation in alliance portfolios. Organiza-
tion Science, 20(3): 583–600.

Effects on subsidiary absorptive capacity Stephanie C Schleimer and Torben Pedersen
319

Journal of International Business Studies



Schlegelmilch, B. B., & Chini, T. C 2003. Knowledge transfer
between marketing functions in multinational enterprises:
A conceptual model. International Business Review, 12(2):
215–232.

Schleimer, S. C., & Pedersen, T. 2013. The driving forces of
subsidiary absorptive capacity. Journal of Management Studies,
50(4): 646–672.

Schleimer, S., & Riege, A. 2009. Knowledge transfer between
globally dispersed units at BMW. Journal of Knowledge Manage-
ment, 13(1): 27–41.

Schulz, M. 2003. Pathways of relevance: Exploring inflows of
knowledge into subunits of multinational corporations. Organi-
zation Science, 14(4): 440–459.

Slater, S. F., & Olson, E. M. 2001. Marketing’s contribution to the
implementation of business strategy: An empirical analysis.
Strategic Management Journal, 22(11): 1055–1067.

Spreitzer, G. M. 1995. Psychological empowerment in the work-
place: Dimensions, measurement, and validation. Academy of
Management Journal, 38(5): 1442–1465.

Szulanski, G. 1996. Exploring internal stickiness: Impediments to
the transfer of best practice within the firm. Strategic Manage-
ment Journal, 17(1): 27–43.

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

Szulanski, G. 2003. Sticky knowledge: Barriers to knowing in the
firm. London: Sage.

Szulanski, G., & Jensen, R. J. 2006. Presumptive adaptation and
the effectiveness of knowledge transfer. Strategic Management
Journal, 27(10): 937–957.

Szymanski, D. M., Bharadwaj, S. G., & Varadarajan, P. R. 1993.
Standardization vs adaptation of international marketing strat-
egy: An empirical investigation. Journal of Marketing, 57(4):
1–17.

Taggart, J. H. 1997. Autonomy and procedural justice: A frame-
work for evaluating subsidiary strategy. Journal of International
Business Studies, 28(1): 51–76.

Taylor, S., & Osland, J. S. 2003. The impact of intercultural
communication on global organizational learning. In M. East-
erby-Smith, & M. A. Lyles (Eds), Handbook of organizational
learning and knowledge management, 212–232. Malden, MA:
Blackwell Publishing.

Todorova, G., & Durisin, B. 2007. Absorptive capacity: Valuing a
reconceptualization. Academy of Management Review, 32(2):
774–786.

Tsai, W. 2000. Social capital, strategic relatedness and the forma-
tion of intraorganizational linkages. Strategic Management Jour-
nal, 21(9): 925–939.

Tsai, W. 2001. Knowledge transfer in intraorganizational net-
works: Effects of network position and absorptive capacity on
business unit innovation and performance. Academy of Man-
agement Journal, 44(5): 996–1004.

Tsai, W. 2002. Social structure of “coopetion” within a multiunit
organization: Coordination, competition, and intraorga-
nizational knowledge sharing. Organization Science, 13(2):
179–190.

Uzzi, B. 1996. The sources and consequences of embeddedness
for the economic performance of organizations: The network
effect. American Sociological Review, 61(4): 674–698.

Van den Bosch, F. A. J., Volberda, H. W., & De Boer, M. 1999.
Coevolution of firm absorptive capacity and knowledge envir-
onment: Organizational forms and combinative capabilities.
Organization Science, 10(5): 551–568.

Van den Ven, A. H., & Ferry, D. L. 1980. Measuring and assessing
organizations. New York: John Wiley & Sons.

Volberda, H. W., Foss, N. J., & Lyles, M. A. 2010. Absorbing the
concept of absorptive capacity: How to realize its potential in
the organizational field. Organization Science, 21(4): 931–951.

Weber, M. 1964. The theory of social and economic organization.
New York: Free Press.

Westney,, D. E. 2009. The multinational firm as an evolutionary
system. In S. Collinson, & G. Morgan (Eds), Images of the
multinational firm. Chichester, UK: John Wiley.

Wooldridge, B., & Floyd, S. W. 1989. Strategic process effects on
consensus. Strategic Management Journal, 10(3): 295–302.

Yang, Q., Mudambi, R., & Meyer, K. E. 2008. Conventional and
reverse knowledge flows in multinational corporations. Journal
of Management, 34(5): 882–902.

Yu, J., & Zaheer, S. 2010. Building a process model of local
adaptation of practices: A study of six sigma implementation in
Korean and US firms. Journal of International Business Studies,
41(3): 475–499.

Zaheer, S. 1995. Overcoming the liability of foreignness. Academy
of Management Journal, 38(2): 341–363.

Zahra, S. A., & George, G. 2002. Absorptive capacity: A review,
reconceptualization, and extension. Academy of Management
Review, 27(2): 185–203.

Zhao, Z. J., & Anand, J. 2009. A multilevel perspective on knowl-
edge transfer: Evidence from the Chinese automotive industry.
Strategic Management Journal, 30(9): 959–983.

ABOUT THE AUTHORS
Stephanie Schleimer is a Senior Research Fellow in
the Department of International Business and Asian
Studies at Griffith University, Australia. Her research
focuses on the transfer and absorption of knowledge
within and across organizations, and has been pub-
lished in journals such as Journal of Management
Studies, Journal of Product Innovation Management,
and Journal of Business Research.

Torben Pedersen is a Professor at Bocconi Univer-
sity, Italy. His research interests are in the interface
between strategy and international management,
and he has published over 100 articles and books.
His research has appeared in prominent journals
such as Academy of Management Journal, Strategic
Management Journal, Journal of Management, and
Journal of International Business Studies.

Accepted by Mary Yoko Brannen, Deputy Editor, 16 October 2013. This paper has been with the authors for two revisions.

Effects on subsidiary absorptive capacity Stephanie C Schleimer and Torben Pedersen
320

Journal of International Business Studies


	The effects of MNC parent effort and social structure on subsidiary absorptive capacity
	INTRODUCTION
	THEORETICAL BACKGROUND AND HYPOTHESES
	The Role of the Organization&#x02019;s Social Structure for MNC Subsidiary Absorptive Capacity

	Figure 1Theoretical model.
	The Impact of Intensity of Effort by the MNC Parent for Subsidiary Absorptive Capacity

	METHOD
	Sampling and Data Collection

	Table 1 
	Measures
	Social structure
	Intensity of effort by MNC parent
	Subsidiary absorptive capacity
	Control variable


	CONSTRUCT ANALYSIS AND RESULTS
	Figure 2Results from SEM (Model 3 in Table 1).
	Figure 3Results from SEM with covariance between social structure and intensity of effort (Model 4 in Table 1).
	DISCUSSION AND IMPLICATIONS
	LIMITATIONS AND FUTURE RESEARCH
	This paper has benefited from inspiring discussions with Nicolai Foss, Felipe Monteiro, Jasper Hotho, and Lance Newey. We are also grateful for the comments issued by participants in seminars at the Wharton School of Business, Copenhagen Business School, 
	ACKNOWLEDGEMENTS
	Notes
	AlaviM.LeidnerD. E.2001Review: Knowledge management and knowledge management systems: Conceptual foundations and research issuesMIS Quarterly251107136AlaviM.TiwanaA.2003Knowledge management: The information technology dimensionInEasterby-SmithM.LylesM. A
	ABOUT THE AUTHORS




