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ABSTRACT

Theaimofthisstudyistoformulatebothaconceptualandamathematicalmodelgivingacriterion
ofchoiceforthelocationofanMNCinsearchofnewtechnologicalknowledgeandthemeansto
optimizeit.Onthebasisofabibliographicalstudy,wedevelopaconceptualargumentinorderto
formulatehypothesesregardingtheimpactofdistancesandmotivationonknowledgetransferandthe
acquisition’sresultingperformance.Theassumptionsthusformulatedmakeitpossibletojustifythe
mathematicalexpressionofperformanceinafunctionofthearchitecturaldistance,theknowledge
transfer,andthemotivation.Theresolutionofthisoptimizationproblemmakesitpossibletoobtain
theoptimalarchitecturaldistanceandtheoptimalmotivationcorrespondingtothebestchoiceof
localizationofanMNC.Theauthorsdeduceasimplecriterionaimingathelpingamanagerconfronted
withtheproblemoflocalizationchoice.ThepresentedmodelhelpstodefinethetypologyofMNC
units:isolatingandexploitingaMNC’sknowledgeorusingthelocalknowledgeandtransferringit
tootherunits.
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INTROdUCTION

ThisworkdealswiththeproblemofMNC(MultinationalCompanies)seekingalocationasasource
of new knowledge. As clusters concentrate geographically knowledge-intensive, innovative, and
entrepreneurialactivities,MNClikelylocatesintheseclustersfornetworkexternalities(Marshall,
1920;Mudambi,2008).Entrymodemustbechosenbetweenkeeping(acquisition)orsharingcontrol
(venture)ofthelocalsubsidiaries.Itmustalsodecidetobuildanewplant(greenfieldorgreenfield
venture). An acquisition is also preferred when the investor want to acquire new technological
knowledgeforexampleaproduct’smanufacturingprocess.

Agglomerations or clusters are places where close inter-firm communication, socio-cultural
structuresandinstitutionalenvironmentmaystimulatesociallyandterritoriallyembeddedcollective
learningandcontinuousinnovation.Muchoftheregionalcapabilityfoundinclustersisrootedin
inter-firmnetworking,inter-personalconnections,locallearningprocessesandknowledgeembedded
insocialinteraction(Malmberg,1997).Themostvaluableknowledgeincludesahighdegreeoftacit
knowledge(Polanyj,1958).Itisgenerallynotpossibletotransferitthroughcodificationandde-
codification(Ancorietal.,2000).Tacitknowledgecanonlybetransmittedbypeersandisembedded
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incommunitiesofpractice(Brown&Duguid,1991).MNCsmustbecomepartofthesecommunities
inordertoaccessthiskindofknowledge(Lam1997;Jenkins&Tallman,2010).Thefactthatthis
knowledge is embedded in the tacit knowledge structures andwork systemmakes it difficult to
successfullytransfersinceitfirstrequirestheadaptationandintegrationofroutinesandorganisational
practices,allowingtheknowledgelinkedtovariousfunctions(production,marketing,design…)to
betransferredandexploited.TallmanandChacar(2011)describedthedirecttransfermechanisms
ofthistypeofknowledgeintegratedwithinalocalcontext,identifyingthedualitybetweenspecific
and architectural knowledge (Matusik & Hill, 1998; Tallman et al., 2004). Tallman and Chacar
(2011)andNooteboom(2000)arguedthattodirectlytransferarchitecturalandspecificknowledge,
itisessentialtoinitiallyshareacertaindegreeofarchitecturalknowledge.Thetransferofspecific
knowledgeisthenconditionedbypriorsharingofpracticesandroutines(Cohen&Levinthal,1990)
intheMNC(Lam,1997).

As the transfer of perfectly codified explicit knowledge iswell knownanddoesnot pose a
problem, thepresentpaperexamines the transferofspecific tacitknowledge incorporated in the
structureofknowledgesoflocalpartners.Inordertotakethemostgeneralcasepossibleintoaccount,
thisspecificknowledgeisalsoconsideredasembeddedwithinthearchitecturalknowledge(e.g.,in
organisationalpracticesorroutines).Inotherwords,specificknowledgecanonlybeusedifthereis
priorsharingofaminimumdegreeofarchitecturalknowledgebetweenanMNCandcluster(Pinch
etal.,2003).Distancebetweenfirmsplaysanimportantroleintheprocessofknowledgetransfer
(CantwellandZhang,2011;Werkeretal.,2016).TheempiricalstudyofChoudhury(2017)highlights
the importanceofgeographicaldistance forMNCsince intrafirmmobility facilitates transferof
knowledgeand innovationoutcome.Werkeretal. (2016)suggest thatpersonalproximityaffects
theformation,maintenanceandoutputofcollaborations.AllthesedistancesbetweenanMNCand
thelocalization,aswellasitslocalpartners,offeragoodindicationofthewaythearchitecturaland
technologicalknowledgeisshared(Knoben&Oerlemans;2006,Boschma,2005).

Whendistancesaretoogreat,theexpectedbenefitsofknowledgetransferareannihilatedbythe
excesstransfercostsrequired.Inotherwords,acertainlevelofsharedarchitecturalknowledgeis
necessaryfortheexchangeofspecificknowledge.Tacitknowledgetransferisalsostronglyinfluenced
bymotivationofbusinessplayers(Osterloh&Frey,2000).

Theaimofthisstudyistoformulatebothaconceptualandamathematicalmodelgivingacriterion
ofchoiceforthelocationofaMNCinsearchofnewtechnologicalknowledgeandthemeansto
optimizeit.Toourknowledge,theonlyworkaimedatthatgoalistheoneofAsmussenetal.(2013).

On the basis of a bibliographical study, in the first part we develop a conceptual argument
inordertoformulatehypothesesregardingtheimpactofdistancesandmotivationonknowledge
transferandtheacquisition’sresultingperformance.Theassumptionsformulatedinthefirstpartof
thisworkmakeitpossibletojustify,inthesecondpartofthisstudy,themathematicalexpressionof
performanceinafunctionofthearchitecturaldistance,theknowledgetransfer,andthemotivation.
Weformulatethemathematicalproblembyconsideringthatthemaximizationoftheperformanceis
aselectioncriterionforthelocalizationofanMNCwithinacluster.Inordertotakeintoaccountthe
conceptualframeworkofPinchetal.(2003),aminimumleveloftransferofarchitecturalknowledgeis
requiredforthetransferofcomponentknowledge.Theresolutionofthisoptimizationproblemmakes
itpossibletoobtaintheoptimalarchitecturaldistanceandtheoptimalmotivationcorrespondingto
thebestchoiceoflocalizationofanMNCwithinacluster.Wethereforededuceasimplecriterion
aimingathelpingamanagerconfrontedwiththeproblemoflocalizationchoice.

Ineffect,investigatingthecaseoftechnologicalknowledge,Asmussenetal.(2013)findthat
externalknowledgeisaccommodatedbelowacriticalpointrelativetointernalknowledge,while
abovethecriticalpoint,theexternalknowledgeisassimilated.Theconditionobtainedinthisstudy
regardingarchitecturaldistancesuggestsasimilarresult.Finally,thepresentedmodelhelpstodefine
the typologyofMNCunits, i.e. isolatingandexploitingaMNC’sknowledgeorusing the local
knowledgeandpossiblytransferringittootherunits.
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