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ABSTRACT

We examine how the institutional characteristics of a local market and the level of control exercised by MNE
headquarters affect the development of disruptive innovation within subsidiaries. We also investigate the
causal relationships between subsidiaries' disruptive and social innovation. The data were collected using a
survey targeting MNE subsidiaries in China. We empirically test the model via ordinary least square (OLS)
method. The results show that all institutional factors significantly impact subsidiaries' innovation activities.
The findings also confirm that the extent of control and control mechanisms exercised by MNE headquarters
over subsidiaries have a negative causal relationship with disruptive innovation within subsidiaries, and
ultimately, their social innovation. This finding suggests that to achieve social innovation, subsidiaries must
focus on enhancing disruptive innovation. It also offers invaluable theoretical contributions and economic
implications to our current knowledge.
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1.INTRODUCTION

Institutional factors, comprising a firm’s external
environment, significantly influence multinational
enterprise (MNE) subsidiary operations in host
countries. Previous studies on institutional theory
have focused on several research areas, such as
market entry strategy (Ang et al., 2015; Donnelly et al.,
2024), and MNE performance (Li et al., 2014; Saka-
Helmhout et al., 2016). In particular, the rapid
expansion of firms’ internationalization into
emerging markets, often characterized by
institutional voids, has attracted much attention in
extant studies. MNEs’ strategic choices rely on their
capabilities and possession of firm-specific
organizational resources (Peng et al., 2008). These
choices also depend on the formal and informal
constraints of their institutional environments (i.e.,
regulative, normative, and cognitive pillars) (Scott,
2001; Scott and Meyer, 1994). Such effects are
markedly noticeable in emerging markets, as
institutions differ between emerging and developed
economies.

Although research on institutions has received
much attention, examining the relationship between
institutions and innovation is in its infancy. Two
concerns bolster the importance of our research. First,
innovation is a crucial determinant of organizational
success in foreign markets, and studies on the
institutional factors of organizational innovation,
specifically in emerging markets, are sparse (Aghion
and Howitt, 1992; Grossman and Helpman, 1991).
Moreover, the impact of institutional factors on MNE
subsidiaries” disruptive innovation and the resulting
social innovation in emerging markets has yet to be
explored. Prima facie, we anticipate that higher levels
of institutional pressure from the business
environment will considerably influence the
configuration of organizational innovation. Thus, this
research seeks to identify the key institutional
pressures affecting MNE subsidiaries’ adoption of
disruptive innovation and their contributions to
social innovation in emerging markets. Obtaining a
deep understanding of the different effects of
institutional elements remains a central challenge.
This understanding is important because of the
unique role of each aspect of formal and informal
institutions in mobilizing environmental muscle,
resulting in innovations and changes within MNE
subsidiaries (Aguilera and Gregaard, 2019).

Control mechanisms concern MNEs’ system wide
governance  dimensions. The control and
coordination of activities between MNEs and their
subsidiaries are crucial endogenous factors reflecting
the subsidiaries” power and the MNEs’ strategic

thrust. MNEs" ability to effectively and efficiently
control and coordinate subsidiaries’ operations is
critical to their success in foreign markets. In this
vein, Zeng et al. (2023) argue that the various
configurations and interactions of MNE control and
its mechanisms considerably affect the intended
outcomes, such as knowledge management (Larkin,
2014; Park and Choi, 2014), non-market strategies
(e.g., corporate social responsibility) (Napier et al.,
2023), and the subsequent performance (Driffield et
al., 2016; Ghauri et al., 2013). Although MNEs’ control
issues and mechanisms have been extensively
studied, investigations of the association between
control and innovation within MNE networks are
scarce. Furthermore, concurrent consideration of
control and innovation in emerging markets, as well
as the effects of control on specific innovation types
(e.g., disruptive and social innovation), heighten the
importance of our research.

Accordingly, our study addresses several voids in
the literature. First, in the context of MNEs’
innovation achievement in emerging markets,
institutional and resource dependence theories offer
valuable perspectives on the influence of institutional
environments and headquarters’” control. For
instance, government policies and regulations (i.e.,
the quality of institutions) can externally pressure
MNEs to comply with new requirements (e.g.,
regulative pressures) and may also impose normative
expectations on MNE actions. Moreover, institutional
influences, such as rules and regulations, business
norms, and cultural-cognitive expectations, may
shape MNE behavior. Compliance with these
institutional pressures can impact firms’ innovation
trajectories.

Meanwhile, MNEs must control and coordinate
global subsidiary management functions. Resource
dependence theory argues that internal control
becomes more accessible when a subsidiary unit
depends on MNE headquarters for critical resources
(Rao et al., 2007). As mentioned, these endogenous
functions in MNE networks have yet to be examined
in the context of innovation in emerging markets.

Second, the relationships among disruptive
innovation and institutional environments and
control factors have not been explored. Several
scholars have concluded that the current state of
research regarding the antecedents and dynamics for
identifying disruptive innovation needs further
clarification (Danneels, 2004). Thus, our empirical
results provide a concrete foundation for addressing
these gaps.

Third, innovation and innovative capabilities are
imperative for MNEs seeking to enhance their
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performance in international markets. The
association between innovation and financial
performance is well-established in the literature
(Crossan and Apaydin, 2010). Thus, the consensus is
that firm-level engagement in innovative activities
increases overall financial performance. However,
the link between innovation and corporate social
performance is equivocal. Social innovation, which
refers to new social practices that aim to meet social
needs more effectively than extant solutions, should
be a critical part of MNEs’ social contributions to local
markets. Our study will empirically address this
ambiguity.

2. BACKGROUND

Firms face the challenge of managing radical
strategic and organizational changes to traditional
economic development, such as the transition from
an agricultural to an industrialized economy (Meyer
and Peng, 2005). To overcome this, firms must aim for
strategic flexibility to adapt their strategies in
response to external threats and achieve corporate
performance (Zahoor and Lew, 2023). Thus, firms
must foster innovations that allow them to approach
and address the challenges caused by new
environments (Romber, 1990). For instance, COVID-
19 resulted in new laws and regulations and caused
lifestyle shifts, such as travel restrictions, social
distancing, wearing masks in public, and regional
lockdowns, constraining businesses’ decision-
making flexibility and operational freedom in various
markets (Brown and Rocha, 2020).

Digital technologies have revolutionized how
firms conduct business activities internationally,
significantly impacting their ability to search and
eventually influencing economic development in
their local economy, and communicate with buyers
globally (Glavas and Mathews, 2014). Li et al. (2021)
note that digitalization, accelerated by the global
pandemic crisis, led firms to respond to rapid market
changes and enhance corporate capabilities based on
innovation through adopting new technologies.
Firms can adopt disruptive innovation by identifying
the technology characteristics associated with market
disruption (Nagy et al., 2016). Accordingly, firms can
overcome challenges in turbulent environments by
rapidly developing their corporate strategies
regarding innovation.

When firms prioritize social innovation, they
become more socially and economically engaged.
Social innovation refers to new approaches that
address social challenges more effectively than
existing solutions (Khan et al., 2024). Firms strive to
attain social innovation by emphasizing the creation

of social value in addition to generating revenue to
increase innovation (Oeij et al, 2019). Social
entrepreneurs' innovative activities can be defined as
social innovation. These activities involve developing
and implementing new ideas for products and
services to meet social needs and create new social
relationships or collaborations (European
Commission, 2013). Through social innovation,
organizations can develop ideas to solve the social
problems faced by individuals, groups, and
communities (Gupta et al., 2020). Consequently, given
the potential of disruptive and social innovation to
assist firms in overcoming challenges and optimizing
their activities, examining the factors encouraging
firms to adopt such strategies is timely and relevant.

3. DATA, SPECIFICATION AND MODEL

This section describes the data collection process,
the specification of the variables, and the econometric
model used in the study.

3.1. Data collection

The data were collected through a survey targeting
subsidiaries of MNEs operating in China. To
administer a formal survey, we randomly selected
600 MNE foreign-invested subsidiaries in China,
obtained from the Directory of Foreign-Invested
Firms in China published by the MOC and the
Chinese National Bureau of Statistics’ Annual
Industrial Survey Database. We carefully designed
the survey process by initially developing an English-
language version of the survey instrument, which
was then translated into Chinese by two professional
bilingual translators. To avoid any bias arising from
language errors and ensure conceptual equivalence,
two additional independent bilingual translators
back-translated the Chinese language version of the
questionnaire into English (Brislin, 1986). To better
achieve construct validity and understand the focal
phenomenon, we conducted five in-depth interviews
with senior managers, comprising CEOs, presidents,
vice presidents, and directors of MNE subsidiaries,
before formally conducting the survey process. Based
on their feedback, we slightly modified some
questions to further enhance their relevance and
completeness. We also chose senior managers from
each sample firm as key respondents because we
believed they were more familiar with our research
context of subsidiary innovation strategies.

Prior studies (Peng and Luo, 2000; Xiao et al., 2020)
have repeatedly pointed out the potential challenges
of collecting firm data in China and have emphasized
the particular importance of utilizing guanxi (i.e.,
close relationships and connections) to facilitate
responses and collect high-quality data from firms.
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Accordingly, we administered the formal survey by
hiring a professional research institute with extensive
experience in the local Chinese market. Owing to
these survey procedures, this researcher obtained 286
questionnaires and employed 271 usable responses
for final data analysis after excluding 15 responses
with extensive missing information on some key
variables of interest. Of the 271 MNE foreign
subsidiaries, approximately 70% had fewer than 500
employees, and 9.6% had more than 1000 employees.
Regarding duration of operation in the Chinese
market, 28.4% of the sample firms had been operating
for less than ten years, 39.1% had been operating for
ten to twenty years, and 32.5% had been in China for
over twenty years. In terms of entry mode choices,
55.4%  were established as  wholly-owned
subsidiaries, and 48.3% were industrial firms in
sectors such as communication, chemicals, electric
machinery,  electronics, and  transportation
equipment.

3.2. Variables Specification

The key variables in the study include disruptive
innovation (DI), social innovation (SI), the regulative
pillar (RE), the normative pillar (NO), the cognitive
pillar (CO), control extent (CE), control focus (CF),
and control mechanism (CM). Unless specifically
noted in this study, we measured all key dependent
and independent variables using multiple-item,
seven-point Likert scales (1 = “strongly disagree” and
7 = “strongly agree”).

To measure the MNE subsidiary’s social
innovation, this study adopted the six-item scale
developed by Nguyen ef al. (2023) and asked the
respondents to assess their subsidiaries’ ability to
help achieve progress by addressing social problems.
Following Abadie et al. (2023), it measured an MNE
subsidiary’s degree of disruptive innovation
adoption using a six-item scale by asking the
respondents to evaluate their subsidiary’s adoption
of various digital technologies, including Al, machine
learning, and big data. Following prior studies
(Busenitz et al., 2000; Manolova et al., 2008; Spencer
and Goémez, 2004), this study measured all three
institutional factors (i.e., the regulative, normative,
and cognitive pillars) using a four-item scale. This
researcher asked the respondents to assess the
different aspects of their institutional environment
and specify the specific institutional conditions in the
host market under which their subsidiaries pursue
disruptive innovation. To measure the three
dimensions of parent MNE control over foreign
subsidiaries, this study adopted scales developed in
the existing literature and modified them for the
specific context of our research. Specifically, it

adopted a five-item scale from O’Donnell (2000) to
measure the extent of a parent MNE’s control over
subsidiaries by asking the respondents to evaluate
the extent to which the parent MNE firm strongly
controls subsidiaries” strategic and operational
activities, including strategic planning, production
processes, technology use, commercial ends, and
product development.

To assess the focus of a parent MNE's control over
subsidiaries, this study utilized a four-item scale
derived from extant research (Pangarkar and Klein,
2004; Wang et al., 2014). It asked respondents to
evaluate the degree to which the parent MNE firm
controls a wide range of subsidiaries’ major strategic
and operational activities across various sectors and
functions, including strategic planning, resource
allocation, and operational activities in different
divisions.

Regarding the mechanism of a parent MNE's
control over subsidiaries, this study adopted a five-
item scale used by Ghauri et al. (2013) by asking
respondents to assess the degree to which a parent
MNE uses specific mechanisms. These mechanisms
for controlling foreign subsidiaries include staffing
subsidiaries” top management team (TMT) positions,
deploying expatriates, actively communicating with
subsidiaries, supplying subsidiaries’ policy and
planning processes, and providing training
opportunities to subsidiary employees.

In addition, this study included several control
variables which may influence its dependent
variables. In doing so, it controlled for the effect of
firm size using the logarithm of the total number of
employees in the subsidiary and firm age using the
number of years since the subsidiary’s establishment.
To control for the effect of entry mode choice, it
created a dummy variable with a value of 1 for a
wholly-owned subsidiary (WOS) and 0 for an
international joint venture (IJV). This study also
controlled for the effects of industry-level factors by
creating a dummy variable equal to 1 if the
subsidiary’s domain is in industrial-goods sectors
and 0 if it is in consumer-goods industries. In
addition, it controlled for the effect of market growth
by asking respondents to evaluate the average annual
growth rate of their total sales in their focal market
segment over the past three years using a 7-point
Likert scale (1 = “very low,” 7 = “very high”). Finally,
this study controlled for the effect of competitive
intensity using a 7-point Likert scale (1 = “not
competitive,” 7 = “extremely competitive”) adapted
from previous literature by asking respondents to
assess the degree of competition in their market
environment.
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3.3. Econometric Model

The econometric model analyzes the impact of
institutions and headquarter control on the
subsidiary's disruptive innovation and its subsequent
effect on social innovation. The first part of the model
specifies the impact of institutions and headquarter
control on disruptive innovation using the equation:
DI=p0+p1RE+p2NO+p3CO+P4CE+B5CF+B6CM+e

In contrast, the second part of the model analyzes
the impact of disruptive innovation on social
innovation with the equation: SI=y0+ylDI+e. The
results are analyzed using ordinary least square
(OLS) to understand the relationships among the key
variables.

4. EMPIRICAL ANALYSES AND RESULTS
4.1. Construct Reliability and Validity

We performed a measurement model estimation to
verify the reliability and validity of the constructs
used in the study before testing the relationships.
This study presents the construct reliability and
validity assessment results in Table 1. The factor
loading values of all constructs are highly statistically
significant at p < 0.001 and greater than 0.70,
providing strong evidence for the reliability and
validity of the measurement model (Hulland, 1999).
Furthermore, its constructs’ Cronbach’s alpha
coefficients (ranging from 0.815 to 0.890) and
composite reliability (CR) values (ranging from 0.818
to 0.894) are all greater than the benchmark of 0.70 for
assessing reliability, presenting evidence of the
strong reliability of its construct measures (Fornell
and Larcker, 1981; Nunnally, 1978). This study also

calculated the average variances extracted (AVE) for
all multi-item constructs to assess the convergent
validity of their measures. As shown in Table 2, the
AVE values (ranging from 0.620 to 0.735) for all multi-
item constructs exceed the benchmark of 0.50 for
achieving adequate convergent validity, offering
evidence of adequate convergent validity (Fornell
and Larcker, 1981).

To assess the discriminant validity of the measures,
this study compared the square root of each
construct’s AVE value and the absolute value of the
correlation between each construct and all other
constructs in the model. It presents the results of this
assessment in Table 2. The square root of each
construct’'s AVE 1is greater than the absolute
correlation value between the construct and all other
constructs, yielding strong evidence of the measures’
adequate discriminant validity (Fornell and Larcker,
1981). To further ensure the discriminant validity of
the measures, this researcher compared the factor
loading values of each indicator with the other
indicators” factor loadings. Each indicator’s loading
value exceeds the respective cross-loading values,
providing additional evidence of the measures’
discriminant validity. Following Henseler et al.’s
(2015) recommendation to use the heterotrait-
monotrait ratio (HTMT) of the correlations as another
approach for examining discriminant validity, this
study analyzed the HTMT correlation values and
found that all the HTMT correlations are below 0.85,
offering further evidence of the satisfactory
discriminant validity of its construct measures
(Henseler et al., 2015).

Table 1: Results of construct reliability and validity assessments

Construct and indicators SFL

Regulative pillar (RP) (AVE = 0.671, alpha = 0.837, CR = 0.841)
RP1 0.846
RP2 0.798
RP3 0.822
RP4 0.809

Normative pillar (NP) (AVE = 0.677, alpha = 0.841, CR = 0.842)
NP1 0.811
NP2 0.822
NP3 0.836
NP4 0.821

Cognitive pillar (CP) (AVE = 0.735, alpha = 0.880, CR = 0.880)
CP1 0.857
CpP2 0.862
CP3 0.865
CP4 0.846

MNE HQ control extent (HQCE) (AVE = 0.694, alpha = 0.890, CR = 0.894)
HQCE1 0.858
HQCE2 0.836
HQCE3 0.808
HQCE4 0.83
HQCE5 0.832
MNE HQ control focus (HQCF) (AVE = 0.643, alpha = 0.815, CR = 0.818)
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HQCF1 0.815
HQCF2 0.784
HQCF3 0.802
HQCF4 0.807

MNE HQ control mechanism (HQCM) (AVE = 0.620, alpha = 0.847, CR = 0.850)
HQCM1 0.765
HQCM2 0.797
HQCM3 0.793
HQCM4 0.79
HQCM5 0.791

International marketing capability (IMC) (AVE = 0.720, alpha = 0.871, CR = 0.873)

IMC1 0.862
IMC2 0.862
IMC3 0.821
IMC4 0.848

Disruptive innovation adoption (DIA) (AVE = 0.642, alpha = 0.888, CR = 0.889)
DIA1 0.806
DIA2 0.806
DIA3 0.816
DIA4 0.788
DIA5 0.783
DIA6 0.808

MNE subsidiary social innovation (SI) (AVE = 0.626, alpha = 0.880, CR = 0.882)
SI1 0.804
SI2 0.829
SI3 0.82
Sl4 0.778
SI5 0.763
Sl6 0.751

Note: N = 271. SFL = standardized factor loading, alpha = Cronbach’s alpha, CR = composite reliability, AVE = average variance extracted.
Table 2: Descriptive statistics and correlations

Variables Me | ST 1 2 3 4 5 6 7 8 9 10 11 12 13 1
an D 4
1. Firm size 556 | 0.8 1
1 41
2. Firm age 159 | 93 | 018 1
85 3 5*
3. Industry 048 | 05 - 0.01 1
category 3 01 | 0.05 7
4
4. WOS (vs. 055 | 04 - - 0.06 1
IJVs) 4 98 | 0.36 | 0.07 7
8* 7
5. Competitive | 4.01 | 1.2 | 0.21 - - - 1
intensity 1 72 7* 0.01 | 0.10 | 0.09
5 2 2
6. Market 435 | 1.3 | 0.13 - - 0.00 | 0.36 1
growth 1 66 2% 019 | 0.15 2 4*
0* 1*
7. Regulative 538 | 0.7 | 0.14 | 0.02 - - 0.27 | 0.10 1
pillar 2 39 1* 2 0.06 | 0.10 1* 7
3 4
8. Normative 545 | 0.8 | 0.21 - - - 020 | 0.18 | 0.39 1
pillar 18 4* 0.01 | 011 | 0.09 7* 2% 3*
4 1 1
9. Cognitive 531 | 09 | 0.08 - - - 024 | 015 | 048 | 0.55 1
pillar 1 57 4 0.09 | 0.03 | 0.10 8* 7* 5% 1*
3 3 8
10. MNE HQ 2.66 | 0.7 - 0.09 | 0.09 | 0.15 - - - - - 1
control extent 1 47 | 0.09 2 1* 026 | 016 | 044 | 045 | 054
6 8* 4* 0* 5% 3*
11. MNE HQ 252 | 0.7 0.08 | 0.10 | 0.07 0.34 1

control focus 7 49 | 0.08 5 9 2 024 | 016 | 041 | 039 | 040 3*
1* 9* 8* 7* 3*
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12. MNE HQ 257 | 0.7 - 0.03 | 0.02 | 0.07 - - - - - 050 | 047 1
control 4 8 0.17 7 8 7 029 | 017 | 047 | 047 | 051 1* 0*
mechanism 2% 6* 0* 1* 6* 4*
13. Disruptive 543 | 0.7 | 017 - - - 024 | 025 | 053 | 0.60 | 0.62 - - - 1
innovation 7 95 5% 0.08 | 0.13 | 0.16 9* 4 2% 1* 6* 046 | 050 | 0.58
adoption 9 4* 8* 7* 4* 4*
14. MNE 563 | 06 | 0.14 - - - 032 | 016 | 046 | 0.52 | 0.60 - - - 0.65
subsidiary 1 95 3* 014 | 022 | 0.21 9* 2% 6* 2% 7* 057 | 041 | 049 3%
social 3* 9* 0* 1* 4* 2%
innovation

Note: N= 271. *p<0.05.
4.2. Results

As the possible presence of multicollinearity may
influence the data, this study first examined its
presence in the analysis by checking for the inter-
factor correlations and calculating the variables’
variance inflation factor (VIF) values. Table 2 shows
no evidence of extremely high correlations between
coefficients  that could lead to serious
multicollinearity in the analysis (Anderson et al.,
2016). We report that all VIF values (with a maximum
value of 2.384) are below the commonly acceptable
benchmark of 10 (Hair et al, 1998). Therefore,
multicollinearity is less likely to be a serious issue in
the data (Burns and Bush, 2000).

This study examined key factors affecting MNE
subsidiaries” disruptive innovation. The regression
results reported in Table 3 show that all three external
factors on institutional environments are positively
and significantly associated with their disruptive
innovation adoption (all regulative, normative, and
cognitive dimensions are significant at p < 0.001)
(Howitt, 1999; Jones, 1995). In contrast, two of the
three internal control-related factors (MNE HQs’
control focus (p < 0.001) and the control mechanism
dimension (p < 0.001)) are negatively and
significantly associated with disruptive innovation
adoption. However, contrary to our expectations, the
coefficient estimation for the control extent is not
statistically significant. An explanation for this
insignificant finding may be that an MNE subsidiary

may have access to unique technological capabilities
or domain expertise that enables it to autonomously
adopt disruptive innovation. In other words, if the
subsidiary possesses specialized knowledge or the
necessary resources for adopting disruptive
innovation but is not directly controlled by its MNE
parent firm, the subsidiary can pursue disruptive
innovation independently regardless of the MNE
parent firm’s extent of control. nother plausible
explanation is that MNE subsidiaries tend to operate
in foreign markets (e.g., China) with unique
challenges, dynamic business opportunities, and
specific institutional environments. The three
external institutional forces discussed in the study
may have a stronger influence on the subsidiary’s
adoption of disruptive innovation than the extent of
the control exerted by the MNE parent firm.
Furthermore, the extent of this control may not
directly translate into reduced autonomy in
allocating resources and exploiting capabilities to
pursue disruptive innovation at the subsidiary level.
Therefore, even if the subsidiary is controlled by its
parent MNE, it can still independently explore and
adopt disruptive technologies.

We also examined the relationship between an
MNE subsidiary’s disruptive innovation adoption
and its social innovation. Table 3 exhibits a strong
positive and statistically significant effect of an MNE
subsidiary's disruptive innovation adoption on its
social innovation (p < 0.001) (Aghion and Howitt,
1992; Romer, 1986).

Table 3: Results for regression analyses with potential mediating effects

Adoption of MNE subsidiary
Variables disruptive innovation social innovation
Model 1 Model 2 Model 3 Model 4 Model 5
Constant 4.483*** 2.900%** 5.278*** 4.491%** 3.719%**
-0.377 -0.575 -0.317 -0.529 -0.532
Firm size 0.081 0.007 0.032 -0.005 -0.007
-0.061 -0.043 -0.051 -0.039 -0.038
Firm age -0.007 -0.003 -0.012%+* -0.008** -0.007**
-0.005 -0.004 -0.004 -0.003 -0.003
Industry category -0.128 -0.087 -0.256*** -0.222%+* -0.199*+*
-0.092 -0.064 -0.078 -0.059 -0.057
WOS (vs. IJVs) -0.197** -0.129* -0.237*+* -0.150** -0.116*
-0.099 -0.069 -0.083 -0.063 -0.061
Competitive intensity 0.095** -0.027 0.156*** 0.062** 0.069***
-0.039 -0.028 -0.033 -0.026 -0.025
Market growth 0.093** 0.059** -0.002 -0.028 -0.044*
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-0.037 -0.026 -0.031 -0.024 -0.023
Regulative pillar 0.180*** 0.082* 0.034
-0.053 -0.049 -0.048
Normative pillar 0.228*** 0.128*** 0.067
-0.05 -0.046 -0.046

Cognitive pillar 0.210*** 0.193*** 0.137***
-0.045 -0.042 -0.042

MNE HQ control extent 0.023 -0.188*** -0.194*+*
-0.055 -0.05 -0.048
MNE HQ control focus -0.139%** -0.05 -0.013
-0.051 -0.046 -0.045
MNE HQ control mechanism -0.201*** -0.068 -0.015
-0.054 -0.049 -0.049

Disruptive innovation adoption 0.266%**
-0.055
R? 0.132 0.6 0.199 0.558 0.595

Model F-statistics 6.697*+* 32.25%** 10.93*** 27.09%** 29.00%**

Note: N=271. Unstandardized coefficients reported with standard errors in parentheses; *p<0.05, **p<0.01, ***p<0.001.

5. DISCUSSION

This study empirically examines the effects of (1)
institutional changes and environments (which occur
regardless of a subsidiary’s capabilities or strategies)
and (2) the wvarious controls exercised by
headquarters (which possess the resources needed by
the subsidiary) on a subsidiary’s disruptive
innovation. This study provides the following
theoretical contributions and practical implications.

5.1. Theoretical Contributions

This study empirically examines the impact of the
key components of institutional theory —regulative,
normative, and cognitive pillars—on MNE
subsidiaries' disruptive innovation (Grossman and
Helpman, 1991; Lucas, 1988). The results provide
several theoretical contributions to institutional
theory. First, the analysis of the regulative pillar’s
impact demonstrates whether regulations and laws
in an institutional environment positively or
negatively  influence subsidiaries’ innovation
activities. Although existing research has generally
discussed that the regulative pillar restricts or
promotes corporate behavior, this study clarifies the
specific impacts of such regulations on disruptive
innovation, thereby clearly elucidating the role of the
regulative pillar.

Second, by analyzing the normative pillar’s effect,
this study expands the understanding of whether the
norms and values within a subsidiary’s host country
affect its innovation performance. Specifically, this
study empirically examines whether the normative
pillar shapes the social support for the subsidiary’s
innovation activities, providing a more detailed
explanation of its impact on disruptive innovation.
This offers valuable insights into the importance of
the normative elements of the subsidiary’s
environment and exposes whether it promotes or
inhibits innovation.

Third, this study sheds light on the cognitive
pillar's effect by underscoring the role of cognition in
subsidiaries’ innovation activities. It empirically
examines whether the cognitive barriers or
facilitators faced by subsidiaries influence disruptive
innovation. This deeper understanding of the impact
of cognitive pillars on subsidiaries’ innovation
activities  highlights the cognitive support
experienced by subsidiaries in their pursuit of
innovation, significantly contributing to the field.

This study also empirically documents the
negative impact of the focus of control and control
mechanisms exercised by MNE headquarters, which
possess the resources needed by subsidiaries, on
subsidiaries’ disruptive innovation. The findings
offer several theoretical contributions to the resource
dependence theory by revealing how excessive
control can stifle innovation and emphasizing the
importance of balancing control and autonomy
(Barro and Sala-i-Martin, 1992). First, the results
reveal that MNEs’ focus on control, defined as the
extent to which headquarters monitor and direct
subsidiaries” activities, can directly harm disruptive
innovation. This insight extends the resource
dependence theory by illustrating that excessive
control by the resource-holding entity can create a
rigid environment that hampers the subsidiary’s
ability to explore and implement innovative ideas. It
highlights the need to balance control and autonomy,
suggesting that subsidiaries require a certain degree
of freedom to leverage their unique insights and
capabilities for disruptive innovation.

Second, this study provides evidence on
headquarters' specific control mechanisms, such as
financial oversight, strategic directives, and
performance monitoring, negatively affecting
subsidiaries” innovation outcomes. By implying that
the accelerating function of these mechanisms
constrains  the subsidiary’s decision-making
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processes and limits its strategic flexibility,
potentially minimizing its disruptive innovation, this
study enhances the resource dependence theory by
demonstrating the excessive mechanisms through
which resource holders can inadvertently stifle
innovation. This contribution underscores the
importance of allowing subsidiaries more freedom in
their operations, fostering an environment more
conducive to disruptive innovation.

Third, the findings suggest that depending on
headquarters for critical resources may lead to a
power imbalance restricting a subsidiary’s innovative
potential. This aspect of the study enriches the
resource dependence theory by emphasizing the
potential drawbacks of resource dependency in the
context of innovation. The findings suggest that while
resource provision is essential, the accompanying
power dynamics must be managed carefully to avoid
inhibiting a subsidiary’s innovative capabilities. This
indicates that the interactions between power and
dependency influence organizational behavior and
outcomes.

Finally, the results determine that the resource
dependence theory accounts for the dynamic and
sometimes detrimental effects of control on
innovation. By highlighting the negative impacts of
control on disruptive innovation and the subsequent
social innovation, this research calls for reevaluating
how control must be exercised in MNEs. The findings
suggest that fostering a collaborative and less
hierarchical relationship between headquarters and
subsidiaries can mitigate the negative effects of
control, thereby supporting subsidiaries” innovative
efforts.

Overall, this study provides significant theoretical
contributions to the resource dependence theory by
demonstrating the complex interplay between
control, resource dependency, and innovation. It
signals and defines how MNEs can better manage
subsidiaries to promote disruptive and social
innovation while maintaining the necessary
oversight. These contributions advance academic
understanding and offer practical guidelines for
enhancing innovation in resource-dependent
subsidiaries.

5.2. Economic Implications

The economic implications of this study highlight
several critical points for MNEs regarding subsidiary
management and innovation strategies. First, the
study suggests that excessive control by the
headquarters can hinder disruptive innovation
within subsidiaries. This implies that headquarters
should consider granting more autonomy to
subsidiaries, allowing them to innovate and respond

more effectively to the unique characteristics and
demands of the local market. Second, the importance
of understanding the institutional environment of the
local market is emphasized. Regulatory, normative,
and cognitive pillars all positively impact the
disruptive innovation of subsidiaries, indicating that
MNEs need to develop strategies that align with the
institutional context of the host country. Third,
promoting disruptive innovation is crucial for
achieving social innovation. Therefore, MNEs should
actively pursue disruptive innovation to address
social issues more effectively.

5.3. Limitations and Future Research

While significant, the empirical findings of this
study are subject to several research limitations that
should be acknowledged. Thus, this study proposes
specific future research directions to address these
gaps and further enhance our understanding of the
impact of headquarters’ control and institutional
environment on subsidiaries” innovation.

First, this study is limited by its reliance on a
specific set of MNEs and their subsidiaries. The
findings may not be generalizable to all multinational
firms, especially those operating in different
industries or regions with varying institutional
environments. Therefore, future research should
include a broader and more diverse sample of MNE
subsidiaries from different industries and regions. By
expanding the scope of the sample, researchers can
ensure that the findings are more representative and
generalizable across various contexts, identifying
industry- or region-specific factors influencing the

relationship ~ between  control =~ mechanisms,
institutional environments, and subsidiary
innovation.

Second, the data used in this study were collected
at a specific time, providing a snapshot of the
relationships between headquarters’ control, the
institutional environment, and disruptive and social
innovation. These relationships can evolve due to
changes in environmental conditions, internal
dynamics, and corporate strategies. Thus,
longitudinal studies are needed to capture the
temporal aspects of these interactions. Conducting
longitudinal research can track changes over time
and reveal how shifts in environmental conditions,
corporate strategies, or internal dynamics affect the
interactions  between  headquarters’ control,
institutional environments, and subsidiary
innovation. This approach can provide a more
dynamic understanding of the long-term effects and
potential causal pathways.

Third, the study primarily relies on quantitative
data and statistical analyses to examine the construct
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relationships. Although this approach provides
robust evidence of correlations and potential causal
links, it may overlook the qualitative aspects of how
control mechanisms and institutional environments
impact innovation. In this vein, incorporating other
research methods could complement quantitative
findings and provide a richer understanding of the
contextual factors influencing innovation. In
addition, secondary data released by official
international organizations can uncover the
intricacies of managerial practices, subsidiary
experiences, and the specific challenges faced in
different institutional environments, offering a more
holistic view of the phenomena under study.

Fourth, in the similar line, future research could
benefit from triangulating these findings with
multiple data sources. In other words, a triangulation
method may mitigate any potential bias associated
with survey data and strengthen the robustness of the
conclusions. Integrating survey data with objective
measures can further enhance the reliability of the
findings and provide a more comprehensive picture
of the impact of headquarters’ control and the
institutional environment on subsidiary innovation.

Finally, the study does not fully explore other

REFERENCES

potential variables that could influence the
relationships between headquarters” control, the
institutional environment, and disruptive and social
innovation. Factors such as subsidiary autonomy,
organizational culture, or the specific nature of the
resources provided by headquarters could
significantly shape these relationships. By employing
other theories, future studies should investigate these
effects to provide a more comprehensive
understanding of the factors enhancing or inhibiting
subsidiaries’” innovation. Examining the components
(e.g., subsidiary autonomy, organizational culture,
leadership styles, and the resources) provided by
headquarters can offer deeper insights into the
conditions under which control mechanisms facilitate
or hinder innovation.

Data Availability Statements: Data will be available
on request from the authors.

Acknowledgements: This work was supported by
the Baekseok University Research Fund in 2026.

Funding: This research received no external funding.

Conflicts of Interest: The authors declare no conflict
of interest.

Abadie, A., Roux, M., Chowdhury, S. and Dey, P. (2023), “Interlinking organisational resources, Al adoption
and aomnichannel integration quality in Ghana’s healthcare supply chain”, Journal of Business Research,

Vol. 162 No., pp. 113866.

Abrahamson, E. and Rosenkopf, L. (1993), “Institutional and competitive bandwagons: using mathematical
modeling as a tool to explore innovation diffusion”, Academy of Management Review, Vol. 18 No. 3, pp.

487-517.

Adomako, S. and Tran, M. D. (2022), “Local embeddedness, and corporate social performance: the mediating
role of social innovation orientation”, Corporate Social Responsibility and Environmental Management, Vol.

29 No. 2, pp. 329-338.

Aghion, P., and Howitt, P. (1992). "A model of growth through creative destruction", Econometrica, Vol. 60 No.

2, pp. 323-351.

Aguilera, R. V. and Gregaard, B. (2019), “The dubious role of institutions in international business: a road
forward”, Journal of International Business Studies, Vol. 50 No. 1, pp. 20-35.
Anderson, D. R, Sweeney, D. J., Williams, T. A., Camm, J. D. and Cochran, J. J. (2016), Statistics for Business &

Economics, Cengage, Boston, MA.

Andersson, U., Bjorkman, I. and Forsgren, M. (2005), “Managing subsidiary knowledge creation: the effect of
control mechanisms on subsidiary local embeddedness”, International Business Review, Vol. 14 No. 5,

pp- 521-538.

Ang, S. H., Benischke, M. H. and Doh, J. P. (2015), “The interactions of institutions on foreign market entry
mode”, Strategic Management Journal, Vol. 36 No. 10, pp. 1536-1553.

Annala, L., Sarin, A. and Green, J. L. (2018), “Co-production of frugal innovation: case of low cost reverse
osmosis water filters in India”, Journal of Cleaner Production, Vol. 171 No., pp. S110-5118.

Armstrong, J. S. and Overton, T. S. (1977), “Estimating nonresponse bias in mail surveys”, Journal of Marketing

Research, Vol. 14 No. 3, pp. 396-402.

Barro, R. J. and Sala-i-Martin, X. (1992). "Convergence," Journal of Political Economy, Vol. 100, No. 2, pp. 223-251.
Berrone, P., Fosfuri, A., Gelabert, L. and Gomez-Mejia, L. R. (2013), “Necessity as the mother of ‘green’
inventions: institutional pressures and environmental innovations”, Strategic Management Journal, Vol.

SCIENTIFIC CULTURE, Vol. 12, No 5, (2026), pp. 668-682



678
Kyung-il Khoe

34 No. 8, pp. 891-909.

Berry, H. (2017), “Managing valuable knowledge in weak IP protection countries”, Journal of International
Business Studies, Vol. 48 No. 7, pp. 787-807.

Beugelsdijk, S. and Jindra, B. (2018), “Product innovation and decision-making autonomy in subsidiaries of
multinational companies”, Journal of World Business, Vol. 53 No. 4, pp. 529-539.

Bouquet, C. and Birkinshaw, ]. (2008), “Managing power in the multinational corporation: how low-power
actors gain influence”, Journal of Management, Vol. 34 No. 3, pp. 477-508.

Brown, R. and Rocha, A. (2020), “Entrepreneurial uncertainty during the COVID-19 crisis: mapping the
temporal dynamics of entrepreneurial finance”, Journal of Business Venturing Insights, Vol. 14 No., pp.
e00174.

Bu, J., Cuervo-Cazurra, A., Luo, Y. and Wang, S. L. (2024), “Mitigating soft and hard infrastructure deficiencies
in emerging markets”, Journal of World Business, Vol. 59 No. 4, pp. 101540.

Buccieri, D., Javalgi, R. G. and Cavusgil, E. (2020), “International new venture performance: role of international
entrepreneurial culture, ambidextrous innovation, and dynamic marketing capabilities”, International
Business Review, Vol. 29 No. 2, pp. 1016309.

Burns, A. C. and Bush, R. F. (2000), Marketing Research, Prentice-Hall, Englewood Cliffs, NJ.

Busenitz, L. W., Gomez, C. and Spencer, ]. W. (2000), “Country institutional profiles: unlocking entrepreneurial
phenomena”, Academy of Management Journal, Vol. 43 No. 5, pp. 994-1003.

Chang, S.-]., Van Witteloostuijn, A. and Eden, L. (2010), “From the editors: common method variance in
international business research”, Journal of International Business Studies, Vol. 41, pp. 178-184.

Commission, E. (2013), Guide to Social Innovation, European Commission.

Contractor, F. ]. (2019), “Can a firm find the balance between openness and secrecy? Towards a theory of an
optimum level of disclosure”, Journal of International Business Studies, Vol. 50 No. 2, pp. 261-274.

Cretu, A. E. and Brodie, R. J. (2007), “The influence of brand image and company reputation where
manufacturers market to small firms: a customer value perspective”, Industrial Marketing Management,
Vol. 36 No. 2, pp. 230-240.

Crossan, M. M. and Apaydin, M. (2010), “A multi-dimensional framework of organizational innovation: a
systematic review of the literature”, Journal of Management Studies, Vol. 47 No. 6, pp. 1154-1191.

Danneels, E. (2004), “Disruptive technology reconsidered: a critique and research agenda”, Journal of Product
Innovation Management, Vol. 21 No. 4, pp. 246-258.

Day, G. S. (1994), “The capabilities of market-driven organizations”, Journal of Marketing, Vol. 58 No. 4, pp. 37-
52.

Delios, A. and Beamish, P. W. (1999), “Ownership strategy of Japanese firms: transactional, institutional, and
experience influences”, Strategic Management Journal, Vol. 20 No. 10, pp. 915-933.

Dimaggio, P. J. and Powell, W. W. (2004), “The Iron Cage revisited: institutional isomorphism and collective
rationality in organization fields”, in Frank, D. (Ed.), New Economic Sociology, Princeton University
Press, Princeton, pp. 111-134.

Donnelly, R., Purkayastha, S., Manolova, T. S. and Edelman, L. F. (2024), “Institutional distance, slack resources,
and foreign market entry”, Journal of International Business Studies, Vol. 55 No. 2, pp. 194-211.
Driffield, N., Love, ]. H. and Yang, Y. (2016), “Reverse international knowledge transfer in the MNE: (where)

does affiliate performance boost parent performance?”, Research Policy, Vol. 45 No. 2, pp. 491-506.

Falahat, M., Ramayah, T., Soto-Acosta, P. and Lee, Y.-Y. (2020), “SMEs internationalization: the role of product
innovation, market intelligence, pricing and marketing communication capabilities as drivers of SMEs’
international performance”, Technological Forecasting and Social Change, Vol. 152 No., pp. 119908.

Fladmoe-Lindquist, K. and Jacque, L. L. (1995), “Control modes in international service operations: the
propensity to franchise”, Management Science, Vol. 41 No. 7, pp. 1238-1249.

Fornell, C. and Larcker, D. F. (1981), “Evaluating structural equation models with unobservable variables and
measurement error”, Journal of Marketing Research, Vol. 18 No. 1, pp. 39-50.

Forstenlechner, I. and Mellahi, K. (2011), “Gaining legitimacy through hiring local workforce at a premium: the
case of MNEs in the United Arab Emirates”, Journal of World Business, Vol. 46 No. 4, pp. 455-461.

Ghauri, P. N., Cave, A. H. and Il Park, B. (2013), “The impact of foreign parent control mechanisms upon
measurements of performance in IJVs in South Korea”, Critical Perspectives on International Business,
Vol. 9 No. 3, pp. 251-270.

Glavas, C. and Mathews, S. (2014), “How international entrepreneurship characteristics influence Internet

SCIENTIFIC CULTURE, Vol. 12, No 5, (2026), pp. 668-682



679 INSTITUTIONAL ENVIRONMENTS, HEADQUARTER CONTROL, AND SUBSIDIARIES’
INNOVATIONS

capabilities for the international business processes of the firm”, International Business Review, Vol. 23
No. 1, pp. 228-245.

Graham, K. A, Dust, S. B. and Ziegert, J. C. (2018), “Supervisor-employee power distance incompatibility,
gender similarity, and relationship conflict: a test of interpersonal interaction theory”, Journal of Applied
Psychology, Vol. 103 No. 3, pp. 334-346.

Grossman, G. M. and Helpman, E. (1991), Innovation and Growth in the Global Economy, MIT Press, Cambridge,
MA.

Gupta, S., Kumar, V. and Karam, E. (2020), “New-age technologies-driven social innovation: what, how, where,
and why?”, Industrial Marketing Management, Vol. 89 No., pp. 499-516.

Hair, J. F., Black, W. C., Babin, B. J., Anderson, R. E. and Tatham, R. L. (1998), Multivariate Data Analysis, Prentice
Hall, Upper Saddle River, NJ.

Hennig-Thurau, T., Malthouse, E. C., Friege, C., Gensler, S., Lobschat, L., Rangaswamy, A. and Skiera, B. (2010),
“The impact of new media on customer relationships”, Journal of Service Research, Vol. 13 No. 3, pp.
311-330.

Henseler, J., Ringle, C. M. and Sarstedt, M. (2015), “A new criterion for assessing discriminant validity in
variance-based structural equation modeling”, Journal of the Academy of Marketing Science, Vol. 43 No.,
pp. 115-135.

Howitt, P. (1999), "Steady endogenous growth with population and R&D inputs growing," Journal of Political
Economy, Vol. 107 No. 4, pp. 715-730.

Hulland, J. (1999), “Use of partial least squares (PLS) in strategic management research: a review of four recent
studies”, Strategic Management Journal, Vol. 20 No. 2, pp. 195-204.

Hutzschenreuter, T., Voll, J. C. and Verbeke, A. (2011), “The impact of added cultural distance and cultural
diversity on international expansion patterns: a Penrosean perspective”, Journal of Management Studies,
Vol. 48 No. 2, pp. 305-329.

Johnson, R. E., Rosen, C. C. and Djurdjevic, E. (2011), “Assessing the impact of common method variance on
higher order multidimensional constructs”, Journal of Applied Psychology, Vol. 96 No. 4, pp. 744.

Johnston, S. and Menguc, B. (2007), “Subsidiary size and the level of subsidiary autonomy in multinational
corporations: a quadratic model investigation of Australian subsidiaries”, Journal of International
Business Studies, Vol. 38 No. 5, pp. 787-801.

Jones, C. 1. (1995), "R&D-based models of economic growth", Journal of Political Economy, Vol. 103 No. 4, pp. 759-
784.

Khan, H., Amankwah-Amaoh, J., Lee, R., Knight, G. and Hussain, N. (2024), “Breaking barriers: how do the
marketing capabilities of emerging-market micro-multinationals drive social innovation?”,
Management International Review, forthcoming,.

Kostova, T. and Zaheer, S. (1999), “Organizational legitimacy under conditions of complexity: the case of the
multinational enterprise”, Academy of Management Review, Vol. 24 No. 1, pp. 64-81.

Kung, L., Cegielski, C. G. and Kung, H.-J. (2015), “An integrated environmental perspective on software as a
service adoption in manufacturing and retail firms”, Journal of Information Technology, Vol. 30 No. 4,
pp- 352-363.

Laffan, B. (2001), “The European Union polity: a union of regulative, normative and cognitive pillars”, Journal
of European Public Policy, Vol. 8 No. 5, pp. 709-727.

Larkin, R. (2014), “ Alternative control methods for exploiting subsidiary knowledge within an MNE: quantity
versus quality”, Journal of Knowledge Management, Vol. 18 No. 6, pp. 1184-1197.

London Business School (2017), “Muhammad Yunus on the value of thinking opposite”, available at:
https;/fwww.london.edu/think/muhammad-yunus-on-the-value-of-thinking-opposite (accessed 12 June 2024).

Lee, J. M. (2022), “MNCs as dispersed structures of power: performance and management implications of power
distribution in the subsidiary portfolio”, Journal of International Business Studies, Vol. 53 No. 1, pp. 126-
155.

Lee, J. Y., Kim, D., Choi, B. and Jiménez, A. (2023), “Early evidence on how Industry 4.0 reshapes MNEs’ global
value chains: the role of value creation versus value capturing by headquarters and foreign
subsidiaries”, Journal of International Business Studies, Vol. 54 No. 4, pp. 599-630.

Lee, M. J., Pak, A. and Roh, T. (2024), “The interplay of institutional pressures, digitalization capability,
environmental, social, and governance strategy, and triple bottom line performance: a moderated
mediation model”, Business Strategy and the Environment, forthcoming.

SCIENTIFIC CULTURE, Vol. 12, No 5, (2026), pp. 668-682


https://www.london.edu/think/muhammad-yunus-on-the-value-of-thinking-opposite

680
Kyung-il Khoe

Li, H., Wu, Y., Cao, D. and Wang, Y. (2021), “Organizational mindfulness towards digital transformation as a
prerequisite of information processing capability to achieve market agility”, Journal of Business
Research, Vol. 122 No., pp. 700-712.

Li, Y., Li, J. and Cai, Z. (2014), “The timing of market entry and firm performance: a perspective of institutional
theory”, Industrial Marketing Management, Vol. 43 No. 5, pp. 754-759.

Lucas, R. E. (1988), "On the mechanics of economic development", Journal of Monetary Economics, Vol. 22 No. 1,
pp- 3-42.

Lucas Jr, H. C. and Goh, J. M. (2009), “Disruptive technology: how Kodak missed the digital photography
revolution”, The Journal of Strategic Information Systems, Vol. 18 No. 1, pp. 46-55.

Luo, Y. (2005), “Corporate governance and accountability in multinational enterprises: concepts and agenda”,
Journal of International Management, Vol. 11 No. 1, pp. 1-18.

Luo, Y. and Tung, R. L. (2007), “International expansion of emerging market enterprises: a springboard
perspective”, Journal of International Business Studies, Vol. 38 No. 4, pp. 481-498.

Mabher, A. A. and Singhapakdi, A. (2017), “The effect of the moral failure of a foreign brand on competing
brands”, European Journal of Marketing, Vol. 51 No. 5/6, pp. 903-922.

Mangold, W. G. and Faulds, D. J. (2009), “Social media: the new hybrid element of the promotion mix”, Business
Horizons, Vol. 52 No. 4, pp. 357-365.

Manolova, T. S., Eunni, R. V. and Gyoshev, B. S. (2008), “Institutional environments for entrepreneurship:
evidence from emerging economies in Eastern Europe”, Entrepreneurship Theory and Practice, Vol. 32
No. 1, pp. 203-218.

Martinez-Ferrero, J. and Garcia-Sdnchez, 1.-M. (2017), “Coercive, normative and mimetic isomorphism as
determinants of the voluntary assurance of sustainability reports”, International Business Review, Vol.
26 No. 1, pp. 102-118.

Meyer, J. W. and Rowan, B. (1977), “Institutionalized organizations: formal structure as myth and ceremony”,
American Journal of Sociology, Vol. 83 No. 2, pp. 340-363.

Meyer, K. E. (2001), “Institutions, transaction costs, and entry mode choice in Eastern Europe”, Journal of
International Business Studies, Vol. 32 No. 2, pp. 357-367.

Meyer, K. E., Estrin, S., Bhaumik, S. K. and Peng, M. W. (2009), “Institutions, resources, and entry strategies in
emerging economies”, Strategic Management Journal, Vol. 30 No. 1, pp. 61-80.

Meyer, K. E. and Peng, M. W. (2005), “Probing theoretically into Central and Eastern Europe: transactions,
resources, and institutions”, Journal of International Business Studies, Vol. 36 No. 6, pp. 600-621.

Meyer, K. E. and Thu Tran, Y. T. (2006), “Market penetration and acquisition strategies for emerging
economies”, Long Range Planning, Vol. 39 No. 2, pp. 177-197.

Michailova, S. and Hwee Ang, S. (2008), “Institutional explanations of cross-border alliance modes: the case of
emerging economies firms”, Management International Review, Vol. 48 No. 5, pp. 551-576.

Mudambi, R. and Navarra, P. (2004), “Is knowledge power? Knowledge flows, subsidiary power and rent-
seeking within MNCs”, Journal of International Business Studies, Vol. 35 No. 5, pp. 385-406.

Mudambi, R., Pedersen, T. and Andersson, U. (2014), “How subsidiaries gain power in multinational
corporations”, Journal of World Business, Vol. 49 No. 1, pp. 101-113.

Murmann, J. P., Guo, B. and Huang, C. (2021), “A dynamic perspective on Huawei”, Management and
Organization Review, Vol. 17 No. 5, pp. 1087-1100.

Nagy, D., Schuessler, J. and Dubinsky, A. (2016), “Defining and identifying disruptive innovations”, Industrial
Marketing Management, Vol. 57 No., pp. 119-126.

Napier, E., Knight, G., Luo, Y. and Delios, A. (2023), “Corporate social performance in international business”,
Journal of International Business Studies, Vol. 54 No. 1, pp. 61-77.

Nell, P. C., Kappen, P. and Laamanen, T. (2017), “Reconceptualising hierarchies: the disaggregation and
dispersion of headquarters in multinational corporations”, Journal of Management Studies, Vol. 54 No.
8, pp. 1121-1143.

Nguyen, N. P.,, Adomako, S. and Ahsan, M. (2023), “The base-of-the-pyramid orientation and export
performance of Vietnamese small and medium enterprises”, Journal of Business Research, Vol. 154 No.,
pp- 113314.

Nohria, N. and Ghoshal, S. (1994), “Differentiated fit and shared values: alternatives for managing
headquarters-subsidiary relations”, Strategic Management Journal, Vol. 15 No. 6, pp. 491-502.

Nunnally, J. C. (1978), Psychometric Theory, 2nd ed., McGraw-Hill, New York.

SCIENTIFIC CULTURE, Vol. 12, No 5, (2026), pp. 668-682



681 INSTITUTIONAL ENVIRONMENTS, HEADQUARTER CONTROL, AND SUBSIDIARIES’
INNOVATIONS

O’Donnell, S. W. (2000), “Managing foreign subsidiaries: agents of headquarters, or an interdependent
network?”, Strategic Management Journal, Vol. 21 No. 5, pp. 525-548.

Obal, M. (2017), “What drives post-adoption usage? Investigating the negative and positive antecedents of
disruptive technology continuous adoption intentions”, Industrial Marketing Management, Vol. 63 No.,
pp- 42-52.

Oeij, P. R. A, van der Torre, W., Vaas, F. and Dhondt, S. (2019), “Understanding social innovation as an
innovation process: applying the innovation journey model”, Journal of Business Research, Vol. 101 No.,
pp- 243-254.

Pangarkar, N. and Klein, S. (2004), “The impact of control on international joint venture performance: a
contingency approach”, Journal of International Marketing, Vol. 12 No. 3, pp. 86-107.

Park, B. I. and Choi, J. (2014), “Control mechanisms of MNEs and absorption of foreign technology in cross-
border acquisitions”, International Business Review, Vol. 23 No. 1, pp. 130-144.

Peng, G. Z. and Beamish, P. W. (2014), “MNC subsidiary size and expatriate control: resource-dependence and
learning perspectives”, Journal of World Business, Vol. 49 No. 1, pp. 51-62.

Peng, M. W. and Luo, Y. (2000), “Managerial ties and firm performance in a transition economy: the nature of
a micro-macro link”, Academy of Management Journal, Vol. 43 No. 3, pp. 486-501.

Peng, M. W., Wang, D. Y. L. and Jiang, Y. (2008), “ An institution-based view of international business strategy:
a focus on emerging economies”, Journal of International Business Studies, Vol. 39 No. 5, pp. 920-936.

Pfeffer, J. (1978), The External Control of Organizations: A Resource Dependence Perspective, Harper & Row, New
York.

Pham, T. S. H., Monkhouse, L. L. and Barnes, B. R. (2017), “The influence of relational capability and marketing
capabilities on the export performance of emerging market firms”, International Marketing Review, Vol.
34 No. 5, pp. 606-628.

Pietrobelli, C. and Rabellotti, R. (2011), “Global value chains meet innovation systems: are there learning
opportunities for developing countries?”, World Development, Vol. 39 No. 7, pp. 1261-1269.

Podsakoff, P. M., MacKenzie, S. B., Lee, J.-Y. and Podsakoff, N. P. (2003), “Common method biases in behavioral
research: A critical review of the literature and recommended remedies”, Journal of Applied Psychology,
Vol. 88 No. 5, pp. 879-903.

Rao, M. T., Brown, C. V. and Perkins, W. C. (2007), “Host country resource availability and information system
control mechanisms in multinational corporations: an empirical test of resource dependence theory”,
Journal of Management Information Systems, Vol. 23 No. 4, pp. 11-28.

Redding, G. (2005), “The thick description and comparison of societal systems of capitalism”, Journal of
International Business Studies, Vol. 36 No. 2, pp. 123-155.

Reilly, M. and Scott, P. S. (2014), “Subsidiary driven innovation within shifting MNC structures: identifying
new challenges and research directions”, Technovation, Vol. 34 No. 3, pp. 190-202.

Reitz, H. J. (1979), “The external control of organizations: a resource dependence perspective”, Academy of
Management Review, Vol. 4 No. 2, pp. 309-310.

Richter, N. F., Sinkovics, R. R., Ringle, C. M. and Schligel, C. (2016), “A critical look at the use of SEM in
international business research”, International Marketing Review, Vol. 33 No. 3, pp. 376-404.

Romer, P. M. (1986), "Increasing returns and long-run growth", Journal of Political Economy, Vol. 94 No. 5, pp.
1002-1037.

Romer, P. M. (1990), "Endogenous technological change", Journal of Political Economy, Vol. 98 No. 5, pp. S71-
S102.

Ryan, P., Buciuni, G., Giblin, M. and Andersson, U. (2020), “Subsidiary upgrading and global value chain
governance in the multinational enterprise”, Global Strategy Journal, Vol. 10 No. 3, pp. 496-519.

Saka-Helmhout, A., Deeg, R. and Greenwood, R. (2016), “The MNE as a challenge to institutional theory: key
concepts, recent developments and empirical evidence”, Journal of Management Studies, Vol. 53 No. 1,
pp. 1-11.

Samiee, S., Katsikeas, C. S. and Hult, G. T. M. (2021), “The overarching role of international marketing: relevance
and centrality in research and practice”, Journal of International Business Studies, Vol. 52 No. 8, pp. 1429-
1444.

Scott, W. R. (2001), Institutions and Organizations, SAGE Publications, Thousand Oaks, CA.

Scott, W. R. (2014), Institutions and Organizations: Ideas, Interests and Identities, SAGE Publications, Thousand
Oaks, CA.

SCIENTIFIC CULTURE, Vol. 12, No 5, (2026), pp. 668-682



682
Kyung-il Khoe

Scott, W. R. and Meyer, J. W. (1994), Institutional Environments and Organizations: Structural Complexity and
Individualism, SAGE Publications, Thousand Oaks, CA.

Singh, D., Pattnaik, C., Lee, J. Y. and Gaur, A. S. (2019), “Subsidiary staffing, cultural friction, and subsidiary
performance: evidence from Korean subsidiaries in 63 countries”, Human Resource Management, Vol.
58 No. 2, pp. 219-234.

Soto-Acosta, P., Popa, S. and Martinez-Conesa, I. (2018), “Information technology, knowledge management and
environmental dynamism as drivers of innovation ambidexterity: a study in SMEs”, Journal of
Knowledge Management, Vol. 22 No. 4, pp. 824-849.

Spencer, J. W. and Gémez, C. (2004), “The relationship among national institutional structures, economic
factors, and domestic entrepreneurial activity: a multicountry study”, Journal of Business Research, Vol.
57 No. 10, pp. 1098-1107.

Taggart, J. and Hood, N. (1999), “Determinants of autonomy in multinational corporation subsidiaries”,
European Management Journal, Vol. 17 No. 2, pp. 226-236.

Tan, D. and Mahoney, J. T. (2006), “Why a multinational firm chooses expatriates: integrating resource-based,
agency and transaction costs perspectives”, Journal of Management Studies, Vol. 43 No. 3, pp. 457-484.

Wang, S. L., Luo, Y., Lu, X,, Sun, J. and Maksimov, V. (2014), “ Autonomy delegation to foreign subsidiaries: an
enabling mechanism for emerging-market multinationals”, Journal of International Business Studies, Vol.
45 No. 2, pp. 111-130.

Watson, G. F., Beck, J. T., Henderson, C. M. and Palmatier, R. W. (2015), “Building, measuring, and profiting
from customer loyalty”, Journal of the Academy of Marketing Science, Vol. 43 No. 6, pp. 790-825.
Weerawardena, J. (2003), “The role of marketing capability in innovation-based competitive strategy”, Journal

of Strategic Marketing, Vol. 11 No. 1, pp. 15-35.

Wall Street Journal (2012), “Avoiding Innovation’s Terrible Toll: The Corporation Isn’t a Sturdy Species”,
available at: https:;//www.wsj.com/articles/SB10001424052970204331304577144980247499346 (accessed 13
June 2024).

Xiao, S., Roh, T., Ghauri, P. N., Cho, M. H. and Park, B. I. (2024), “MNCs’ social innovation in emerging markets:
a stakeholder perspective”, Management International Review, forthcoming.

Xiao, S. S., Lew, Y. K. and Park, B. I. (2020), “International network searching, learning, and explorative
capability: small and medium-sized enterprises from China”, Management International Review, Vol. 60
No. 4, pp. 597-621.

Yang, Z., Jiang, Y. and Xie, E. (2019), “Buyer-supplier relational strength and buying firm's marketing capability:
an outside-in perspective”, Industrial Marketing Management, Vol. 82 No., pp. 27-37.

Yiu, D. and Makino, S. (2002), “The choice between joint venture and wholly owned subsidiary: an institutional
perspective”, Organization Science, Vol. 13 No. 6, pp. 667-683.

Zahoor, N. and Lew, Y. K. (2023), “Enhancing international marketing capability and export performance of
emerging market SMEs in crises: strategic flexibility and digital technologies”, International Marketing
Review, Vol. 40 No. 5, pp. 1158-1187.

Zeng, R, Grogaard, B. and Bjérkman, 1. (2023), “Navigating MNE control and coordination: a critical review
and directions for future research”, Journal of International Business Studies, Vol. 54 No. 9, pp. 1599-1622.

SCIENTIFIC CULTURE, Vol. 12, No 5, (2026), pp. 668-682


https://www.wsj.com/articles/SB10001424052970204331304577144980247499346

