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Abstract

A lot of research on MNC knowledge flows has concentrated on the organizational conditions that promote learning through a more efficient reuse of existing knowledge. Departing from this predominant research stream and recognizing the important role of middle managers in learning processes, we investigated how subsidiary middle managers actually search for knowledge when dealing with problems and evaluated the outcomes in terms of generating organizational adaptation. Using multiple case studies of three ICT subsidiaries and 33 knowledge search processes, we uncover how subsidiary middle managers’ knowledge search which tackles distance and dynamically integrates diverse knowledge sources can generate learning outcomes. We thus argue that the middle managers’ pro-active and self-initiated search for knowledge is a micro-foundation of subsidiary learning. The findings contribute by offering a micro-perspective of how middle managers’ actions generate organization-level outcomes, extending theory on knowledge flows and subsidiary learning.  

Subsidiaries as learning engines: Understanding middle managers’ search for knowledge as micro-foundation

Introduction

Knowledge refers to know-how, expertise or best practice, and - in contrast to information such as financial or operational data - knowledge equates to a skill, a routine or to external market data of strategic value 
 ADDIN EN.CITE 
(Gupta and Govindarajan 1991; 2000)
, and can be tacit or codified (Polanyi 1966). Research on MNC knowledge flows has seen a great level of academic interest which was largely driven by the recognition that knowledge is a critical factor in creating competitive success (Grant 1996). Especially in the MNC, the knowledge-based advantage hinges on the capacity to effectively and efficiently reuse and integrate dispersed knowledge sources 
 ADDIN EN.CITE 
(Kogut and Zander 1992; Nahapiet and Ghoshal 1998)
. Considering that MNC activities are becoming increasingly fine-sliced, creating structurally highly complex organizations 
 ADDIN EN.CITE 
(Buckley 2009; Buckley and Ghauri 2004)
, managing the even greater distribution of knowledge for reuse and learning may pose additional challenges.
A lot of research on MNC knowledge flows has concentrated on the organizational conditions that promote learning outcomes through a more efficient reuse of existing knowledge 
 ADDIN EN.CITE 
(cf. Gupta and Govindarajan 2000; Szulanski 1996)
. These studies established, for example, that the motivation of the subsidiary to learn 
 ADDIN EN.CITE 
(Björkman et al. 2004; Gupta and Govindarajan 2000)
, expectation of reciprocated knowledge transfers 
 ADDIN EN.CITE 
(Monteiro et al. 2008; Schulz 2003)
, frequency of inter-unit communication (Monteiro et al. 2008), integration mechanisms 
 ADDIN EN.CITE 
(Gupta and Govindarajan 2000; Szulanski 1996; Tsai 2002)
, the absorptive capacity of the subsidiary (Szulanski 1996) as well as subsidiary age (Monteiro et al. 2008) and subsidiary size 
 ADDIN EN.CITE 
(Gupta and Govindarajan 2000; Tsai 2002)
 affect the level and direction of knowledge flows. Although these studies provide valuable insights into the macro-level knowledge flow patterns in MNCs, their antecedents and consequences, this stream of research could not explore in detail the black-box of knowledge flows.  The knowledge flows were primarily studied at an aggregate, subsidiary level, leaving the question of how individuals at a micro-level engage in these processes less explored.
Our study departs from this predominant research stream by investigating the actual aspects of individuals’ knowledge search. The term knowledge search incorporates all activities of “looking for and identifying” knowledge (Hansen 1999, p. 83), and is driven by an actual demand for knowledge (Gray and Meister 2004). It is a distinct phase preceding knowledge transfer (Hansen et al. 2005). Working within a context of increasingly fine-sliced activities, examining individual actors’ actual search for distributed knowledge may provide valuable insights into if and how they mobilize the varied, increasingly specialized and distributed knowledge pockets of the MNC. 

Invigorating interest in individual-level knowledge search, this study focused on subsidiary middle managers because of their pivotal role in driving knowledge processes. Being centrally embedded in the organization’s common knowledge exchanges allows middle managers to search and integrate dynamically knowledge from front-line employees, management peers and top management (Nonaka 1994). While they maintain a strategic view of the organization, middle managers also lead processes of competence modification that are critical for organizations to overcome inertial forces 
 ADDIN EN.CITE 

(Floyd and Lane 2000; Floyd and Wooldridge 1999)
. Overall, it is increasingly acknowledged that middle managers play a strategic role in organizations 
 ADDIN EN.CITE 

(Balogun and Johnson 2004; Wooldridge et al. 2008)
. 

Drawing on several calls for more understanding of the micro-foundations of organizational learning processes, especially how individual actions lead to organization-level learning 
 ADDIN EN.CITE 
(Felin and Foss 2005; 2009; Felin and Hesterly 2007; Friedman 2001)
, we contribute by investigating how subsidiary middle managers search for knowledge to deal with non-routine problems (Nelson and Winter 1982) that occurred within their focal unit and by evaluating the outcomes of their actions. The findings reveal subsidiary middle managers’ active role in initiating knowledge inflows. We argue that dismissing the role played by the individuals’ actual knowledge search overlooks the micro-foundations of MNC knowledge inflows: how are knowledge inflows initiated and how do they unfold? Finding that subsidiary middle managers’ knowledge search leads to the adaptation and development of routines, we argue that the micro-level knowledge search actions are an antecedent to achieving organizational learning outcomes – an important mechanism in understanding how subsidiaries contribute to MNC knowledge development 
 ADDIN EN.CITE 
(Birkinshaw et al. 1998; Rugman and Verbeke 2001)
. 

The chapter is structured as follows. First, we introduce the theoretical background of knowledge search by middle managers. Then, we describe our methodology, before outlining the findings. The chapter closes with a discussion of how our findings extend theory on knowledge inflows and MNC learning.

Theoretical Background

Middle managers occupy a central position in an organization because of their immediate access to top management and front-line operations. They also regularly interact laterally with management peers. Studying middle managers’ knowledge inflows,  it has been found that they often use these lateral and vertical links to gather knowledge (Mom et al. 2007). Although middle managers benefit from this advantageous access to knowledge, our study had to take consideration of the particular context of MNC operations. 

As the MNC constitutes an internally differentiated network of knowledge (Ghoshal and Bartlett 1990), subsidiary middle managers work under the condition of high knowledge dispersion where knowledge is distributed among many different locations, units and functions. The structure and interdependencies of international operations determines where similar or related knowledge is located. In this context, the subsidiary may only possess a limited pool of knowledge co-located at the same site. The size and scope of subsidiary mandates are indicative of the knowledge stock that is located at the focal subsidiary 
 ADDIN EN.CITE 
(Gupta and Govindarajan 2000; van Wijk et al. 2008)
. To mobilize relevant knowledge that could be located outside the focal operations, subsidiary middle managers’ knowledge search may have to span distance. 

Previous empirical studies on knowledge inflows to subsidiaries found that geographic distance between sites hinders the exchange of knowledge (cf. Hansen and Løvås 2004; Monteiro et al. 2008). If knowledge is co-located, the physical closeness permits more frequent, spontaneous and richer interpersonal communication that serves as a channel for knowledge search.

To understand exactly how knowledge is searched, the study of spatial distance reaches its explanatory limits when investigating the cognitive processes of accessing knowledge. In particular, the transfer of tacit knowledge can only be partially explained by  geographic proximity since even in physically close settings tacit knowledge is sticky and as such knowledge transfer is difficult (Szulanski 1996). Thus, it is suggested that proximity is multi-dimensional 
 ADDIN EN.CITE 
(Boschma 2005; Torre and Rallet 2005)
. 

Another dimension of proximity is cognitive closeness which means that both actors possess a close stock of knowledge or overlap in their knowledge. Indeed, humans tend to search cognitively close in that they largely follow the path of previous knowledge accumulation (Cyert and March 1963; Gavetti and Levinthal 2000). Cognitive proximity facilitates the absorption of new knowledge (Cohen and Levinthal 1990) because it enhances the communication between actors that knowledge is more easily understood, interpreted and processed. While cognitively distant search means entering the territory of dissimilar knowledge and dealing with search challenges, it can reward the middle managers with locating different and novel knowledge. This is an important aspect for generating new learning (Boschma 2005; Noteboom 2000). 

When searching for a solution to deal with unusual managerial challenges, it has been observed that managers prefer replicating existing solutions that have demonstrated their viability previously (Menon and Pfeffer 2003; Spender 1989). Middle managers tend to implement satisfying solutions that remedy the problem rather than creating new solutions. Yet, the novelty of many challenges may mean that a solution is not readily available, necessitating that the middle managers use the search for knowledge to generate new learning.

When dealing with problems, the managers’ task is to engage in an effective search for a solution (Nickerson and Zenger 2004). As the search for knowledge requires resources, its effectiveness should be assessed in relation to its envisaged outcomes 
 ADDIN EN.CITE 
(Haas and Hansen 2005; 2007)
. It is found, for example, that individuals whose job requires high intellectual demands, including a lot of variation and non-routine tasks, benefit most from sourcing additional knowledge (Gray and Meister 2004). Also, knowledge search should be aligned to the degree of novelty and innovativeness of the potential solution (Gray and Meister 2006). 

In summary, the literature demonstrates the value of adopting a micro-perspective to understand organizational knowledge processes, especially to focus on middle managers. But to date, there have been few empirical studies that investigated how subsidiary middle managers contribute towards knowledge inflows and MNC learning. To address these issues, our research questions were: How do middle managers search for knowledge; and what are the learning outcomes of their search?

Methods

Research design and setting

Being interested in gaining an in-depth understanding, this study was particularly suited to a case study research design. We used multiple-case studies to obtain more robust findings, because, compared to a single case study research design, the emerging theory is more accurate and theoretically transferable (Eisenhardt 1989; Yin 2003). 

The research setting was subsidiaries of three MNCs in the ICT industry. We focused on a single industry in order to reduce extraneous variation. The ICT industry was chosen because it offered two advantages. First, it is a dynamic industry (Brown and Eisenhardt 1997), where environmental change likely poses non-routine problems that middle managers have to deal with. Second, is a knowledge intense industry, making it particularly interesting for the study of knowledge processes.

In a next step, we selected three subsidiaries by the principle of theoretical variation for in-depth analysis. All subsidiaries were wholly owned by their parent organizations. Although our sample MNCs were more successful than their direct competitors, they nonetheless exhibited much variation in their organizational variables, adding variance to the sample. At the corporate level, the companies differed in terms of the number of subsidiaries, as an indicator of the fragmentation of organizational knowledge in general. The chosen subsidiaries varied in their size, indicating different levels of knowledge stock at the focal unit 
 ADDIN EN.CITE 
(Gupta and Govindarajan 2000; van Wijk et al. 2008)
, and number and kind of mandates, a sign of the concentration and scope of knowledge at the focal unit 
 ADDIN EN.CITE 
(Gupta and Govindarajan 1991; Hansen and Løvås 2004; van Wijk et al. 2008)
. In addition, the structure of international operations ranged from pan-regional to global responsibilities with some selected units being regional or even global headquarters with higher autonomy while other units were part of a tightly coupled internal network of operations with less autonomy 
 ADDIN EN.CITE 
(Gupta and Govindarajan 2000; Hansen and Løvås 2004)
. 

After securing access to the case organizations, we were able to characterize middle management. We adopted a broad definition of middle managers, including various mid-level professionals who all had access to top management (Wooldridge et al. 2008). While most middle managers were in line management roles, with people and performance management as their main tasks, importantly, their positions usually required driving improvements. 

The three cases under review included Gamma, Epsilon and Sigma1. Our first case organization, Gamma, nourished a particularly strong innovation culture with continuous technological improvement at the heart of its vision, and cost as only a secondary consideration. The Gamma subsidiary which was part of this study hosted various business functions, and we were granted extensive access to a sales unit. The global sales activities were organized by region, and Gamma replicated its business processes globally, which were largely automated through software applications. 

Epsilon, our second case organization, was highly committed to technology leadership, reflected in its substantial engagement in R&D activities. The mandate of the Epsilon subsidiary comprised mainly R&D activities, and we collected data from a development unit which had global responsibilities for a certain product, endowing this unit with considerable autonomy. 

The third case, Sigma, pursued a strategy that centered on innovation-driven growth. The subsidiary used for data collection hosted a range of different mandates, and we included the largest units, services and support, and sales in this study. Sigma’s middle managers often operated in tightly, globally integrated operations. 

Access to the firms was negotiated with the subsidiary senior management. We promised confidentiality to encourage openness of informants and extensive access 
 ADDIN EN.CITE 
(Huber and Power 1985; Miller et al. 1997)
, for example, to archival data. 

Data collection and analysis

We used multiple data collection techniques - study of secondary sources, interviews with middle managers, interviews with senior-level informants, and study of archive materials - to allow for internal triangulation in order to counteract the possibility of investigator, source and respondent bias (Jick 1979). The complete dataset comprised over 2,400 pages.  

We conducted 26 semi-structured interviews with subsidiary middle managers ranging from 45 minutes to 75 minutes duration and yielded 33 cases of knowledge search processes, which constituted our unit of analysis for the micro-level data. The interviews gathered material on the detailed aspects directly relating to knowledge search activities for specific non-routine problems (Nelson and Winter 1982), situations of high and often uncertain knowledge needs. We inquired about a specific situation to reduce retrospective bias 
 ADDIN EN.CITE 
(Golden 1992; Huber and Power 1985; Miller et al. 1997)
. All interviews were recorded and transcribed verbatim. 

In the five interviews with senior-level managers, we explored in more detail subsidiary strategy and outcomes of the knowledge search processes. Moreover, we had the opportunity to review archival material. This information was particularly important to triangulate the assessment of the outcomes of middle managers’ knowledge search.

The analysis was conducted using NVivo 
 ADDIN EN.CITE 
(Sinkovics et al. 2008; Weitzman 2000)
, and involved three main steps: micro-level knowledge search, search outcomes and cross-subsidiary comparison.

First, to analyze the micro-level knowledge search, we used the middle managers’ description of the search process as the unit of analysis. For the purpose of this chapter, the analysis proceeded more deductively, coding middle managers’ knowledge search under three broad themes: knowledge search intensity, proximity, and nature of knowledge searched.  

Second, we examined the outcomes of the middle managers’ knowledge search. Our data suggested that the outcomes often impacted the operational practices of the middle managers’ unit. Thus, we based this assessment on two interrelated evaluations: (1) the extent to which learning outcomes became part of the organizational memory rather than remaining individual, and (2) if the learning outcomes represented an adaptation or development of routines - the evolutionary theory’s notion of capability change (Zollo and Winter 2002) ADDIN EN.CITE <EndNote><Cite ExcludeAuth="1" ExcludeYear="1"><Author>Zollo</Author><Year>2002</Year><RecNum>58</RecNum><record><rec-number>58</rec-number><foreign-keys><key app="EN" db-id="e95wpvpvqd95ahezw0qp9azwp22vs5xxze52">58</key></foreign-keys><ref-type name="Journal Article">17</ref-type><contributors><authors><author>Zollo, Maurizio</author><author>Winter, Sidney G.</author></authors></contributors><titles><title>Deliberate learning and the evolution of dynamic capabilities</title><secondary-title>Organization Science</secondary-title></titles><periodical><full-title>Organization Science</full-title></periodical><pages>339-351</pages><volume>13</volume><number>3</number><keywords><keyword>ORGANIZATION</keyword><keyword>INVESTMENTS</keyword><keyword>MANAGEMENT</keyword><keyword>DISINVESTMENT</keyword><keyword>BUSINESS enterprises</keyword><keyword>CORE competencies</keyword><keyword>OPPORTUNITY costs</keyword><keyword>LEARNING</keyword><keyword>TACIT knowledge</keyword><keyword>HUMAN behavior</keyword><keyword>Causal Ambiguity</keyword><keyword>Dynamic Capabilities</keyword><keyword>Knowledge Articulation</keyword><keyword>Knowledge Codification</keyword><keyword>Learning by Doing</keyword><keyword>Organizational Learning</keyword><keyword>Organizational Routines</keyword><keyword>Task Frequency</keyword><keyword>Task Heterogeneity</keyword></keywords><dates><year>2002</year><pub-dates><date>05</date></pub-dates></dates><publisher>INFORMS: Institute for Operations Research</publisher><urls><related-urls><url>http://search.ebscohost.com/login.aspx?direct=true&amp;db=buh&amp;AN=6654846&amp;site=ehost-live </url></related-urls></urls></record></Cite></EndNote>. 

Finally, the cross-organization analysis was assisted by compiling tabular information across cases (Miles and Huberman 1994; Yin 2003). This analysis related the salience of the search aspects to the organizational learning outcomes to understand in more detail why middle managers in certain case subsidiaries were more or less successful in achieving organizational adaptation.

Overall, multiple measures were employed to strengthen the trustworthiness of the qualitative data and analysis (Lincoln and Guba 1985). These included multiple iterations of data analysis, triangulation, protecting the confidentiality of responses, and confirming the validity of the independent case analyses with respondents, including feedback in the subsequent cross-organization analysis. 

Findings

This section summarizes the findings of the middle managers’ micro-level knowledge search and outcomes of these efforts. For illustration purposes, we present the assessment of the outcomes first, before outlining the micro-level knowledge search as well as the examination of how middle managers’ actions related to the observed outcomes.

Subsidiary level learning outcomes: Success in achieving organizational adaptation

First, we report our assessment of the ability of the middle managers to generate organizational adaption with the help of their problem-driven knowledge search processes. We found that in many cases the outcomes contributed at the meso-level of the organizational knowledge structure, the level of routines. Here, organizational learning occurred if novel insights became part of the organization’s normal work practices. A typical result was that the middle managers’ efforts accumulated in an existing routine to become adapted to the novel context of the particular challenge. One middle manager, for example expressed: “We looked at the old model that was there. We looked at where it needs to be improved.” (Epsilon, middle manager 8). In these cases of routine adaptation, the existing practice served as a “basic structure” (Gamma, middle manager 3) that the middle manager could “tweak to what we needed” (Sigma, middle manager 10). In other cases, the middle managers developed a new working practice. Then, knowledge search aided in locating diverse knowledge pieces that were flexibly integrated into a new knowledge structure which became part of the unit’s normal operations. A Gamma middle manager explained: “And we have started to create specialist roles and new role career paths within Gamma to do this type of work.” (Gamma, middle manager 8).

To evaluate the success of achieving organizational adaptation, we compared across the three case subsidiaries how often the results of the subsidiary middle managers’ knowledge search represented an adaptation or development of routines. Importantly, this assessment showed heterogeneity. In Gamma, which was most successful, many non-routine problems stipulated knowledge search processes that resulted in organizational adaptation. In the other two case organizations, middle managers were less successful in generating organizational adaptation as only about half of the knowledge search engagements led to the adaption or development of routines. 

Micro-foundation: Middle managers’ knowledge search
This section describes and explains how the subsidiary middle managers, at a micro-level, searched for distributed knowledge to help solve the initial non-routine problem. The middle managers engaged in a search process that can be described by (1) the nature of the knowledge sought, (2) the distance of the sources searched, and (3) intensity of the search efforts. We now present these micro-level search aspects individually. 

Nature of knowledge searched

Initially, many middle managers searched for a best practice - an existing solution that they could leverage in their unit to solve the non-routine challenge: “And I said: look, we have got this problem, have you heard of any good tools at Sigma?” (Sigma, middle manager 10). Such a best practice comprised a solution which had demonstrated its effectiveness in a different context, and the middle manager expected that the core could be meaningfully replicated. In many cases, however, it was insufficient to simply implement an existing solution because no suitable best practice could be located or adaptations needed to be undertaken. Then, the middle managers usually searched for tacit knowledge to gain further insights for crafting a solution. This tacit knowledge included peers’ advice and experience: “I clarify things with him because he has been in the role much longer.” (Epsilon, middle manager 5). It also incorporated the competence and skill of particular expert units: “Different profiles, different skill sets. If you look at it, we tend to be more process and project management, trouble shooting orientated, and customer service; whereas the other unit has more a sales profile … They have really helped us.” (Gamma, middle manager 6). Only in rare cases the middle managers searched for codified and external knowledge. 

Distance of knowledge search

The middle managers usually started their search for knowledge within their focal unit where geographic proximity facilitated interpersonal interaction with the team or management peers. This search was not only geographically proximate; it was also characterized by cognitive closeness because the middle managers targeted knowledge sources similar to their own expertise. Their further search then approached sister units, usually global management peers, for additional insights: “The understanding of the situation was that I had to reach out to my peers in the US” (Sigma, middle manager 8). This search spanned geographic distance, yet remained close in terms of cognitive proximity. In other instances, the middle manager assessed that solving the non-routine problem would benefit from mobilizing dissimilar knowledge of related, but different units. This search spanned cognitive distance. In some case, such dissimilar knowledge was co-located, allowing the middle manager to target cognitively distant knowledge in geographic proximity. We found, however, that subsidiary middle managers, in the search for specialist expertise, also approached geographically distant locations: “We heavily used a mergers and acquisitions team based out of Canada” (Sigma, middle manager 6). In these cases, the subsidiary middle managers actively tackled search challenges on two dimensions because geographic dispersion and cognitive dissimilarity had to be dealt with simultaneously. 
Intensity of knowledge search

The number of knowledge sources targeted varied between the different cases. If the middle managers were able to locate a working solution early in the process, that was suitable for immediate replication, the intensity was lower. Overall, it was found that some subsidiary middle managers were very active and self-motivated, engaging in an intensive search. Other middle managers, however, were more hesitant in their search, approaching only a few, mainly known contacts. 
An overview of the findings, comparing the salience of the different search aspects across the three subsidiaries, is provided in table 1. 

_ _ _ _ _ _ _ _ _ _ _ _ _ _ _

Insert Table 1 about here

_ _ _ _ _ _ _ _ _ _ _ _ _ _ _

Discussion

The objective of this study was to understand how subsidiary middle managers search for knowledge and the level of organizational adaption generated. Using a micro-perspective to analyze the data, we were able to unravel the detailed aspects of the knowledge search, delineating clearly how different micro-level activities in their combination and interaction constitute the knowledge search process. By doing so, we examine the black box of knowledge inflows, an area that is usually studied at an aggregate, subsidiary level. We also respond to recent assessments of the organizational knowledge literature 
 ADDIN EN.CITE 
(Felin and Foss 2005; 2009; Friedman 2001)
 in which micro-perspectives, such as the actions of individuals and how these actions contribute towards organizational-level learning, were highlighted as an important theoretical gap. 

In the discussion below, we outline the implications of the cross-case comparative findings for developing a broader theory of middle managers’ knowledge search, paying particular attention to subsidiary-level learning outcomes. Thereby, we link explicitly the observed heterogeneity in achieving subsidiary-level adaptations to the middle managers’ search for knowledge. 

Lifting the black box of knowledge inflows

MNCs exist because of their superior ability compared to markets to transfer knowledge internally (Buckley and Casson 1976; Kogut and Zander 1993). Thus, a substantial amount of research has examined how MNCs leverage knowledge. The focus of much previous research was mainly on examining the level, antecedents and consequences of knowledge flows in and out of subsidiaries from a top management perspective (van Wijk et al. 2008), leaving under-explored the social elements of how these inflows are stipulated and unfold within subsidiaries.  

Examining how middle managers search for knowledge to deal with unusual situations that occurred within their subsidiary unit, we observed that middle management plays an important role in initiating these knowledge inflows. We found, for example, that subsidiary middle managers searched the distributed units of the corporation in a self-motivated manner. A typical feature of their search efforts was the aim to locate best practices, a superior or working solution, for reuse in their focal unit. Importantly, the subsidiary middle managers pro-actively initiated these knowledge inflows themselves, drawing attention to human agency in MNC learning (Saka-Helmhout 2009). Thus, to further advance our understanding of knowledge inflows into subsidiaries means to more fully embrace the contribution subsidiary middle managers make in leveraging knowledge, for example, to improve the performance of their focal operations, which is the case in this study. This finding also suggests the need to re-examine who actually drives knowledge inflows into subsidiaries. While previous literature, often implicitly, assumed that HQ or subsidiary top management directs knowledge inflows, our data implies that subsidiary middle managers also drive these processes. Being intimately familiar with everyday operations, middle managers are in a better position than their more removed top management counterparts, to assess what kind of business process can solve business challenges. Middle managers then lead the search for knowledge which may occur outside of subsidiary top management’s or HQ’s direct visibility or control. 

Middle managers’ knowledge search as micro-foundation of subsidiary learning

The design of our study allowed a more detailed understanding of the outcomes of the subsidiary middle managers’ knowledge search. Similar to previous studies (Menon and Pfeffer 2003; Spender 1989), our data suggested that middle managers initially try to locate an existing best practice that they can readily implement. Yet, the complexity of most challenges often required the middle managers to mobilize multiple and diverse knowledge sources that they used to adapt or develop routines. This finding suggests that middle managers’ search for knowledge in response to non-routine problem is a micro-foundation of organizational learning. 

Similar to theoretical arguments by Felin and Foss (2009) that intentionality in response to rare events is a fruitful avenue for unraveling how routines actually emerge, our data implied that the subsidiary middle managers’ deliberate actions in their search for knowledge represented an individual, micro-level antecedent to learning. Especially the middle managers’ active response in embracing the enhancement or development of new business processes and their choice to search for additional knowledge are indicative of how their actions can drive subsidiary learning. 

To further understand what kind of knowledge search actions lead to organizational adaption, we compared the salience of the different aspects of subsidiary middle managers’ knowledge search across the three case organizations. The data suggested that middle managers who search more intensively and cross the boundaries of geographic and cognitive distance are more often able to adapt or create new routines. In these cases, the middle managers dynamically integrated varied knowledge components, an action that  has been demonstrated to improve solution results (Okhuysen and Eisenhardt 2002). The search of diverse knowledge sources has also the potential to introduce dialectical attributes to the solution finding. This is an important determinant of how effectively issues can be solved because it leads to a more critical evaluation of possible solutions 
 ADDIN EN.CITE 
(Nutt 1984; Schweiger et al. 1989; Schwenk 1989)
. 

Implications for subsidiary management practice

Our finding that subsidiary middle managers’ knowledge search is a driver of knowledge inflows and indeed subsidiary learning, has important implications for subsidiary management practice. Top management need to be aware that their prime task is to determine the direction of and provide an internal environment for capability development. Yet, the real actions of capability development unfold at lower levels where individuals, like subsidiary middle managers, actively engage in solution-finding processes that result in the modification of business processes. It is also important to realize that much of this activity occurs outside of top management’s direct influence and control, but largely through lateral and team interactions. For top management, this means that subsidiary middle managers need to be made aware of the intended path of capability evolution to enable them to attune their solution finding efforts accordingly.

The findings of this study also have implications for subsidiary middle managers. They need to realize that their knowledge search not only tackles an immediate challenge, but has much broader, indeed strategic implications for the capacity of the MNC to leverage and develop its knowledge base. To this end, subsidiary middle managers need to be willing to tackle the challenges of knowledge dispersion – to search spatially distant, but more importantly dissimilar knowledge to increase the chances of locating and creating novel insights.  

Limitations and future research

As typical for case study research, questions arise to what extent the findings are transferrable to other contexts. We have employed certain measure to increase transferability. By replicating the study in three case organizations more robust findings were yielded (Eisenhardt 1989). Second, we studied a phenomenon – knowledge search by middle managers in response to non-routine problems – that, we believe, likewise occurs in other subsidiaries. However, further research could establish the generalizability to other organizational and industry contexts.

Another area that may warrant further research is examining more closely how the nature of the non-routine problem influences the middle managers’ knowledge search. It may be worthwhile to differentiate between non-routine problems based on their degree of novelty: new to the organization or new to the industry (Spender 1989). Further, our study investigated search when knowledge needs are high, only providing limited suggestions for other situations. By adopting a micro-perspective and using the knowledge search process as unit of analysis to uncover the actual search actions, future research could benefit by analyzing explicitly individual-level factors of the middle manager, such as level of previous experience and education, as possible antecedents of particular knowledge search patterns. 

Conclusion

The study reported in this chapter was an initial effort towards improving our understanding of micro-foundations of subsidiary knowledge inflows and subsidiary learning. Examining the knowledge search by subsidiary middle managers revealed their critical role in generating organizational adaption through flexible knowledge integration. Middle managers’ knowledge search that actively tackles search challenges of distant search, and targets a variety of similar and dissimilar knowledge sources seems more conducive for achieving organizational learning outcomes. Overall, our results emphasize individuals’ search engagements, representing a novel approach to understanding the black box of subsidiary knowledge inflows and subsidiary learning. 

Notes

1 These are pseudonyms. The specific details of the MNCs and subsidiaries are disguised to preserve anonymity, as are the names and details of respondents, organizational units, specific products and services, and geographical origins and locations.
2 We would like to thank DIT for the financial support of this study. We are also grateful for valuable comments from four anonymous reviewers of the AIB-UKI 2010 Conference. 
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Table 1. Salience of middle managers’ knowledge search aspects and level of organizational adaptation

	
	Gamma
	Sigma
	Epsilon

	Achieving organizational adaptation
	More successful
	Less successful
	Less successful

	Middle managers’ knowledge search 
	
	
	

	Intensity
	High
	Moderate
	Low

	Proximity of search
	
	
	

	
	Geographic proximate & cognitive proximate
	High
	Moderate
	High

	
	Geographic proximate & cognitive distant
	High
	High
	Low

	
	Geographic distant & cognitive proximate
	High
	Low
	Low

	
	Geographic distant & cognitive distant
	Moderate
	Moderate
	Low

	Nature of knowledge searched
	
	
	

	
	Tacit knowledge
	Very high
	High
	High

	
	Routine 
	Moderate
	Low
	Moderate

	
	Codified knowledge
	Low
	Low
	Low
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