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SUMMARY 

This dissertation was prompted by the observation that multinational corporations (MNCs) face 

numerous sources of heterogeneity that affect the implementation of strategy. This heterogeneity 

exists at the level of individual subsidiaries, as well as among channel partners which are external 

to the MNC and its subsidiaries, but which play a crucial role in actual strategy implementation 

at the local level. While existing research on global strategy in MNCs generates important insights, 

most studies either deduce effective strategy implementation from enhanced overall firm or 

subsidiary performance, or they leave effective implementation unspecified altogether. Moreover, 

the emphasis tends to be on individual subsidiaries or channel partners in isolation. This thesis 

therefore addresses the overall research question: 

How do various sources of heterogeneity affect the translation of MNC formulated strategy to 

actual implementation by actors in the MNC’s extended network? 

To answer this question, we conducted the three empirical studies contained in this 

dissertation. Across the three studies, we utilized both quantitative and qualitative methods to 

understand antecedents and outcomes of heterogeneity in strategy implementation, but also to 

examine the dynamics between different actors in the MNC network, specifically headquarters, 

subsidiaries, and channel partners. The three studies address the following research subquestions:  

1. How can MNCs design their decision making to effectively respond to pressures for global 

standardization, local adaptation, and individual customization? 

2. To what extent do strategy implementation gaps exist in the context of MNCs’ global 

standardization strategies, and what factors might explain such gaps? 

3. What factors drive channel partners’ conformity with a new MNC strategy of decentralized 

decision making at the boundary of the MNC? 

To be able to delve more deeply into the complex mechanisms driving heterogeneity at 

these various levels, all three studies are focused on strategy related to one specific business 

activity in the extended network of one MNC. Specifically, we study these dynamics in the context 

of goodwill decision making at a large European automotive MNC, known hereafter as 

‘ALPHACAR.’ Goodwill refers to the voluntary coverage of repair costs for product failures after 

a product’s warranty has expired. Automotive MNCs such as ALPHACAR typically have 

standardized goodwill policies in which the MNC headquarters issues goodwill policies for 

certain defect or vehicle types. Where no standardized goodwill policies are in place, goodwill 

decisions may be made at the local level. However, the recognition that dealers are closest to the 

customer, and thus likely better positioned than the subsidiary to value potential goodwill 

decisions, led ALPHACAR to implement a new decentralization strategy. This strategy 



formulation and subsequent implementation process thus provides a rich and unique setting in 

which to map out the different sources of heterogeneity affecting MNC strategy implementation.  

In the first study, we used qualitative data to develop a model explaining how information 

asymmetries between actors in the MNC network affect the optimal level at which decisions 

should be made. We focused on the presence of multiple pressures on goodwill decision making 

and the locus of information required for making such decisions. Goodwill is a strategic business 

activity that is subject to pressures for standardization, adaptation and customization that can 

vary across different “goodwill situations” across countries but also within countries. The relative 

importance of these pressures varies depending on the characteristics of the service situation, 

more specifically: the type of product failure, the purpose of goodwill and the respective market 

and case characteristics. Thus, even within the same local context, in one goodwill case it may be 

most important to respond to pressures for standardization while in other cases the goodwill 

decision needs to be based on the local or individual context. Data from interviews with 24 senior-

level warranty and goodwill managers revealed that responding to these volatile pressures can 

best be done by assigning goodwill decision making to the actor in the MNC network that has the 

best access to information relevant to the goodwill situation. Which actor that is varies depending 

on the respective market structure. We integrated our findings into a two-layered model of 

differentiated fit which proposes that in order to enhance the effectiveness of (goodwill) decisions, 

MNCs should align the locus of decision making (the level of centralization) with the locus of 

relevant information.  

In the second study, we took a mixed-method approach to identify the source of ‘strategy 

implementation gaps’, defined as the subsidiary-level deviation in implemented strategy relative 

to the MNC’s overall formulated strategy. Through quantitative analysis of data on actual 

goodwill cases in ALPHACAR over time, we showed how patterns of goodwill decision making 

at the subsidiary level changed in response to the two-stage implementation of standardized 

goodwill policies across the MNC. Goodwill cases in the domestic subsidiary (in the country of 

the MNC’s headquarters) showed a large increase after implementation, while only a slight and 

significantly lower increase was evident in the foreign subsidiary. The subsequent qualitative 

analysis of interview data revealed explanations for the observed strategy implementation gap on 

different levels that are rooted in the subsidiaries’ different institutional contexts, namely the 

foreign subsidiary’s initiative to deviate from the standard process, perception gaps between 

headquarters and the foreign subsidiary with regard to the subsidiary’s strategic role, and 

differences in the strategic intentions of headquarters and the subsidiary with regard to goodwill 

policies and offerings. 

In the third study, we took a quantitative approach to understanding heterogeneity in 

decision making by channel partners external to the MNC. By integrating arguments from 

institutional theory with the resource-based view, we developed a framework to explain how 

channel partners’ ability and willingness affect the likelihood of conforming to the MNC’s 



expectations with regard to strategy implementation. More specifically, we theorized two 

dimensions of both ability and willingness in the context of channel partner relationships: 

operational capability and inertia as dimensions of ability, and goal congruence and 

embeddedness as dimensions of willingness. A quantitative study of ALPHACAR channel 

partners’ goodwill decision making across 15 countries revealed that channel partners with higher 

operational capabilities and goals congruent with those of the MNC were more likely to make 

goodwill decisions on behalf of the MNC whereas channel partners with greater inertia in their 

relationship with the MNC were less likely to do so. As such, this study suggests that the desire 

for decision-making autonomy as it is posited in the prevailing literature may require additional 

nuance. 

Together, these three empirical studies shed light on the sources of heterogeneity in strategy 

implementation across the MNC network. Our findings disentangle the complexity inherent to 

decision making at different levels within, as well as at the boundary of, the organization. The 

first study contributes to existing literature by providing a conceptual model of a two-layered 

differentiated fit that outlines the role of information asymmetries in goodwill decision making 

at different levels of the MNC network. The second study contributes to the literature on 

international strategy and international management by introducing the notion of strategy 

implementation gaps and exploring their antecedents and outcomes. The third study contributes 

to our understanding of the MNC’s channel relations in the host country by highlighting the role 

of channel partners’ ability and willingness in the exercise of goodwill decision making. Overall, 

this dissertation enhances our understanding of the forces driving strategy in the MNC as well 

as of sources of heterogeneity in its implementation, both across countries and within countries, 

generating important insights as well as offering fruitful opportunities for future research. 


