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  Global innovation is a term that combines two of the broadest concepts in business. A 

familiar concept, innovation will be treated to include management innovation, technological 

innovation, market innovation, organizational innovation, and business model innovation in 

the passages that follow. 

  Numerous researchers have defined innovation as it occurs at every step along the value 

chain, from innovation that emerges from the R&D process to those that are developed in the 

commercialization of products and services. 

  But what is meant by global innovation; otherwise understood as the deployment of 

innovation activities globally? We will find that to define this activity is an undertaking of 

extreme challenge. 

  Part of this challenge stems from the nature of innovation as being related to a core and 

intellectual human activity; one that is exceedingly worldly, as well as tacit in its close 

application of knowledge to context. It is natural for humans to engage one another in a local 

context, create knowledge and develop a product to be spread by means of commerce. When 

we look at innovation theory to date, the source of innovation has been the sharing of places, 

engagements, and tacit knowledge. Though, in the global nature of business today, 

innovation cannot consist in these alone. Acknowledging a globalized society while keeping 

innovation local will not suffice. Without a conscious effort, numerous cases show innovation 

that is confined to the local area. On the other hand, the few companies that expand globally 

are those that have developed competitive advantages. 

  Why does company A succeed in the global expansion of an advanced and complex 

innovation when company B, C, D, and E fail? Let’s take a closer look at this puzzle.  
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  We will navigate the theoretical landscape upon which the many complexities of deploying 

global innovation exist. These complexities will be presented as a series of paradoxes. After 

which, we will take a look at the management mechanism of how the difficult task of carrying 

out innovation activities and global expansion—with their myriad of internal 

paradoxes—should be approached and resolved. In so doing, insight will be gained into how 

professors at business schools think about such problems. 

 

 

 

Chapter 1: Theoretical background 

 

 

  There is a long history in the field of global 

management. Yet, global innovation began to 

garner attention from only about the 1980s. 

  Transnational has become a familiar 

concept in the field of global innovation. 

From the vantage point of top management, 

the organization is designed with the 

following questions in mind: Should overseas 

innovation activities be conducted? How 

should our company expand innovation 

globally? What would an organization and 

strategy suited for global innovation look 

like? 

  The 1990s saw the emergence of a concept 

known as the Subsidiary Initiative. This 

concept suggests that important knowledge 

and information should be obtained from the 

overseas subsidiary. Since the 21st century, 

the discussion drastically shifts from a focus 

on overseas subsidiaries to global open 

innovation, both domestic and international. 

Structure 

1. Theoretical background 

2. Paradoxes 

3. Management mechanisms	

-EMBA開講特別記念- 　KBS特別講座	

Objective 

u To address the question of how global innovation activity 
should be optimally deployed in a world where corporate 

innovation activity is increasingly international and open.  

u To organize the theoretical frameworks in connection to 

global innovation strategy.  

u To consider the various challenges facing corporations 

with  operations in various regions in their global and open 

innovation activities, along with the countermeasures to 

these challenges, examined with concrete cases.  

-EMBA開講特別記念- 　KBS特別講座	

l 1980s 

– Transnational; heterarchy 

l 1990s 

– Subsidiary initiative; COE 

l 2000s 

– Metanational; global open innovation; reverse 

innovation 

l 2010s 

– Frugal innovation, Emg MNCs’ innovation, etc…	

Main trends 
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  When embarking on global innovation, it is 

no longer adequate to treat your company’s 

headquarters, subsidiary company, external 

partners, customers, suppliers, and even 

your competitors as isolated sources of 

innovation. Upon entering the 21st century, 

the concept known as Metanational, along 

with global open innovation has become an 

actively discussed topic. 

  Though, in recent years, the discussion has 

been moving toward how highly important 

innovation activities in developing countries 

should be assessed. This is not only from the 

perspective of innovation activity by 

companies of advanced nations operating in 

developing countries, but also on how 

companies in developing countries should 

deploy their innovations globally. 

 

 

Academics that started the discussion 

 

  Let’s meet the founding pioneers of global 

innovation theory. 

  Discussion on strategic management and 

organization theory began several decades 

ago by Professors Sumantra Ghoshal, Yves 

Doz, Chris Bartlett, and C.K. Prahalad. 

Inheriting their research, various global 

innovation theories have been established 

since. 

IR Framework 

 

  Two components can be found in the IR 

framework for global innovation: Global 

Integration and Local Responsiveness. After 

an innovation is developed, its 

standardization and efficiency become 

important for its global implementation. At 

the same time, the local areas where the 

innovation is introduced are given careful 

attention. Local responsiveness that seeks to 

absorb knowledge and information that is 

particular to the area may also be necessary. 

  However, in typical innovation activities 

where global standardization is sought, 

detailed attention to the local areas become 

difficult. Conversely, standardized global 

implementation becomes impossible when 

innovation activity is committed at the local 

level. 

 

  

Sumantra Ghoshal	 Chris Bartlett	 Yves Doz	 C.K. Prahalad	

Academics that started the discussion 

-EMBA開講特別記念- 　KBS特別講座	

(Prahalad＝Doz 1987)	

Global 

Integration 

Local Responsiveness	

I‐R Framework 

-EMBA開講特別記念- 　KBS特別講座	
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I-R Framework: Transnational management 

 

  It is often the case that companies that are 

adept at local innovation find it difficult to 

expand their innovation globally. Conversely, 

companies that are skilled in global 

innovation find it difficult to apply their 

globally optimized innovation to the specifics 

of local regions. 

  What can be perceived as a trade-off 

relationship is actually not the case. Both 

global standardization and local 

responsiveness are essential, represented in 

the Transnational approach to management. 

 

 

Role of the overseas subsidiary 

 

  How should we understand the role of the 

overseas subsidiary? This question can be 

better grasped with an important framework 

in global innovation. 

  Among overseas subsidiaries, there are 

those that are in a strong position to dictate 

business in relation to the parent company. 

Conversely, there are subsidiaries in a 

weaker position, faithfully following the 

orders of headquarters, otherwise known as 

an Implementer. If the importance of the 

locality is low, it is appropriate for the 

capability of the subsidiary in this region to 

be commensurately low. 

  However, when the importance of the 

locality increases, the capability of the 

overseas subsidiary must also increase. For a 

functioning relationship between overseas 

subsidiary and parent company, it is 

desirable that the subsidiary is either an 

Implementer or a Strategic Leader.  

  However, reality is not so simple. Local 

environments change in importance 

constantly with emerging countries becoming 

extremely important in recent years. Just 

within Asia, there are several countries 

fluctuating in importance. India of ten years 

ago is different from India today. Myanmar of 

five years ago is hardly recognizable from 

Myanmar today. Every moment brings with 

it change in the degree of importance of the 

local environment. The question becomes 

identifying who in the company is going to 

judge this fluctuating importance. Is it the 

CEO? Is it top management? Or is it the head 

of the overseas subsidiary? If it is the CEO 

who makes the call, she will most likely base 

her judgement on some preconceived or fixed 

idea. Equally, the CEO may decide to 

postpone assessment on the importance of 

the locality indefinitely out of risk-aversion. 

  A critical problem is the common tendency 

of descending into a black hole, characterized 

by the inability of a company to realize 

Global 

Integration 

Local Responsiveness	

I-R Typology	

Global	 Transnational	

International	 Multinational	

(Bartlett & Ghoshal 1989)	

-EMBA開講特別記念- 　KBS特別講座	

Importance 

of overseas 

region	

Capability of Subsidiary	

Role of Overseas Subsidiaries 

Blackhole 
Strategic 
Leader	

Implementer Contributor 

High	

High	

(Bartlett and Ghoshal 1986)	
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potential innovation regardless of possessing 

an important innovation possibility. 

Countless companies fall under this category. 

  Who should judge on the importance of the 

location an overseas subsidiary operates? 

When should this judgement be made? Of 

course, it is the employees of the local 

subsidiary who know firsthand, though when 

these employees express their views to 

headquarters, the prompt reply is “where’s 

your evidence?” These employees may not 

have evidence. But they do possess 

sensitivity to Contextual Knowledge and 

Tacit Knowledge of the location, which is 

critical for innovation. The employee thinks, 

“I may not be able to put it into words but it 

is so nonetheless. How can I convince the 

head office?” Governance is complex and 

difficult. Such opacity is reason for 

companies to succumb to a black hole. This is 

a common occurrence. 

  An ambitious CEO may declare, “The next 

big opportunity is Vietnam!” or “Myanmar’s 

time has come!” “What are you thinking? 

Take risks more aggressively”. However, 

more often than not, the backlash from the 

division manager heading the local operation 

is, “Hold on. Our division is currently 

operating at its optimum profitability. Why 

take on risk now?” 

  Well known examples found in business 

school cases depict prominent U.S. 

multinational companies like Hewlett 

Packard and GE succumbing to such 

circumstances. Irrespective of the CEO 

arguing that “in the future, region X is going 

to be critical”, those staff actually operating 

in the locality assert that the priority is 

elsewhere. Internally measured on a 

quarterly basis, local staff wish to engage 

markets with less uncertainty. The other 

possible claim from local staff is that they are 

already competing just fine. This standoff 

between headquarters and the local staff 

characterizes the gap between organizational 

and strategic theory; a large factor that 

obstructs innovation. Thus, no matter the 

ambitious CEO’s demands, local 

management does not follow. Conversely, 

local management will insist on the 

importance of their location to no avail, with 

the CEO not considering such propositions 

seriously. Whether it is local management or 

the CEO, someone is applying the breaks. 

The consequence? More often than not, the 

degree of importance of the location and the 

capability of the overseas subsidiary fail to 

complement one another. The critical 

problem is how the subsidiary can be 

developed into a strategic leader, a 

significant point of discussion.  

  CEO of General Electric, Jack Welch 

linked incentive with the vision of top 

management. The practice has continued 

from Welch to Immelt. This is not a 

coincidence. At many companies, the CEO 

points to a vision but the corresponding 

incentives are inconsistent. If there is a 

misstep, the division takes the fall. In terms 

of corporate strategy this is a setback. 

Companies that adopt an autonomous 

division structure, each with their own 

internationally run operations, are organized 

so that the division faces greater 

responsibility for shouldering the blame. 

This arrangement of culpability is 

problematic. 

  As can be seen, the role of overseas 

subsidiaries becomes important when 

thinking about global innovation. Ever since 
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the 1980’s Transnational management 

movement, the idea that global innovation 

that maximizes the voice of those working 

locally became known. And with the 1990s 

ushering in the concept of the Subsidiary 

Initiative, the refrain, “listen to the voices of 

those on-site” became common. 

 

 

Types of global innovation 

 

  There are several variations to how 

innovation may be globalized. 

  First, as is commonly the case, there is 

innovation that is Center for Global, which 

signifies the deployment of innovation 

originating from the home country or 

headquarters to the overseas location. 

Second, there is the concept of local 

innovation labeled Local for Local, which is 

considered to be not particularly difficult. 

Necessary for Local for Local is a thorough 

commitment to the local region for 

developing locally specific innovation. 

  The challenge is deploying and harnessing 

this local innovation globally. 

  Considerable hurdles can exist along the 

way when the attempt is made to deploy a 

locally developed innovation globally. Namely, 

there is little chance that the innovation will 

succeed in other local divisions, other 

countries, and other markets. To deploy 

locally inspired innovation globally means to 

face the blindfolds of wishful thinking, 

retaliation, and a denial of the value of the 

location the innovation is being deployed in. 

Even if the value of the location is 

acknowledged, this admission is often times 

dubious at best and is largely neglected. Or 

in fact, the culture of the region is different 

from what was assumed and market needs 

were mistaken. In such ways, global 

implementation of locally developed 

innovation faces various impediments 

making it a critical theme. 

  Historically, there has been global 

expansion of companies that are localized by 

federation, like those companies in Europe. 

Overseas localization becomes necessary 

because headquarters or the home country is 

limited in size. Conversely, it is difficult for 

Japanese and U.S. companies to localize in 

overseas locations as they have historically 

led home country centered operations. The 

reason for the difficulty lies in the several 

steps required in localizing innovation. 

Although it is possible to develop innovation 

locally, it is more common that the core of the 

innovation is developed at headquarters or 

the home country. Because of this home 

country-centric/headquarters-centric 

mindset, deliberations on overseas 

localization are treated as itemized points of 

discussion. Headquarters fails to perceive 

localization as a possible source of global 

innovation in its own right. 

  Local for Global is a famous concept in the 

field of global innovation. To illustrate, let’s 

say a company acquires many companies 

over several decades, establishing itself as a 

player with a global presence in the food 

1. Center for Global  

	

2. Local for Local 

 

3. Local for Global 

	

4. Global for Global 

Global Innovation Types 

(based on Bartlett＝Ghoshal)	

-EMBA開講特別記念- 　KBS特別講座	
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business. The challenge for this company 

becomes how to translate its local innovation 

globally. 

  There are various mechanisms to consider 

that together pose a formidable obstacle to 

global innovation. The revamping of 

communication is sought. The company may 

employ a special task force to share 

information from R&D, implement office 

incentives, internal market mechanisms, 

balance demand and supply, and initiate an 

evaluation system that is aligned with 

incentives. Unless these are carried out, for 

many companies, Local for Global proves 

daunting. 

  However, it is said that emerging country 

companies are especially adept at Local for 

Global innovation. With no technology or 

experience in their home country, they 

collaborate with cutting edge universities 

and companies of developed countries and 

take their acquired knowledge back to their 

own country. There is a big incentive to do 

this. 

 

 

Environmental changes in global innovation 

 

  In this context, Local for Global innovation 

has developed two salient features. These are 

Emerging Country Innovation and Open 

Innovation. There is no guarantee that local 

innovation will emerge from one’s own 

overseas subsidiary. In fact, we will see that 

it is not even necessary. 

  There exist M&As, alliances, and informal 

collaboration. Such open knowledge sharing 

is an approach that often yields general 

approval but itemized disapproval, revealing 

their limits. Knowledge that is leaked and 

capitalized on by competition is a critical 

issue. At the same time, unless open 

knowledge sharing is carried out the 

company may face stagnation. Mechanisms 

that touch on this issue will be revisited later. 

How to implement open innovation globally 

while reducing uncertainty is a challenge 

faced by many companies. 

 

 

Change in location and characteristics of 

important intellectual resources 

 

  When considering global innovation, it 

would be easier if the company had certainty 

on where in the world to look for locally 

specific information. That is, where certain 

human resources, knowledge-information, 

technology, and important markets could be 

found. Together with a recognition of 

deficiencies in their own knowledge, 

information, and knowhow the company 

Drastic Environmental Change since 1980s 

 

l Global dispersion of innovation activity 
→　Local-for-Global becomes more realistic  

l Deployment of innovation in emerging countries  
→　Reverse Innovation from emerging countries  

l Open innovation activity 
→　Local-for-Global without overseas subsidiary becomes possible  

l Global innovation deployment by emerging country MNCs 
→　Innovation launched  in developed country subsidiary by emerging 
country MNC 

l Headquarters innovation function partially transferred overseas 
→　Possibility of Center-for-Global becoming a pattern for Local-for-
Global 

Global Innovation and Environmental Change 

-EMBA開講特別記念- 　KBS特別講座	

Change in location and characteristics of  

important intellectual resources 

Yesterday	 Tomorrow	

• Knowledge/competence	clusters	were	
local	and	knowledge	leadership	stable		

• Lead	markets	and	competence	clusters	
were	typically	co-located	

• Know-how	typically	discrete	and	
embedded	in	standard	products	and	
services	

• Product	and	service	lifecycles	rela vely	
long	and	evolved	slowly	

	

• Locus	and	iden ty	of	cri cal	industry	
knowledge	shi s	drama cally	over	 me	

• Knowledge	base	of	many	businesses	
increasingly	dispersed	and	contextually	
embedded	

• Rela ve	weights	of	technical,	
experien al	and	philosophical	
knowledge	embedded	in	products	and	
services	shi s	over	 me	

• Lifecycles	are	shorter	and	compe on	
increasingly	focuses	on	rapidly	evolving	
services,	systems	and	solu ons	

-EMBA開講特別記念- 　KBS特別講座	

Doz et al,1995	
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would know where to build their second 

overseas subsidiary for innovation. 

  In reality, the global landscape is in 

perpetual flux. A mere 10 to 20 year 

timespan shows how the industries of 

semi-conductors and liquid crystal displays 

have changed due to the shifts in the global 

competitiveness of countries. In years past it 

was the U.S., Japan and then Korea and 

Taiwan who held the competitive advantage 

in these technologies. Since then, 

competitiveness in these areas have been 

shifting to other countries in Asia. To possess 

a fixed worldview that designates a certain 

country as the source of innovation becomes 

an obstruction to the innovation process. 

 

 

Metanational management 

 

  This is where Metanational management 

enters the discussion. Metanational 

management goes beyond a domestic scope, 

aiming for value creation on a global scale. 

The goal of management becomes the 

utilization of home-country advantages as a 

matter of course, but to not stop there, 

securing advantages around the world. 

  Given this, who in the company is going to 

shoulder the responsibility of sensing and 

perceiving the knowledge-information that is 

globally dispersed, to secure it, share it 

company-wide, and make sure it is utilized? 

The image of an international innovation 

relay comes to mind. 

  The concept and role known as the 

“External Knowledge-Information Broker” 

and “Internal Knowledge-Information Broker” 

become important keywords. An external 

knowledge-information broker is a 

sensitively attuned monitoring system or 

“antenna” that picks up signals all over the 

world. (The fact that it is tuned over a wide 

range is the condition for effectiveness). The 

problem is that prejudices exist about where 

the antenna should be placed when a certain 

locality is to be monitored. Biased by such 

fixed thinking, scarce antenna are 

concentrated in developed countries like the 

U.S. and Europe. Emerging countries are 

found to be completely left out. On the other 

hand, by positioning their antenna in what 

are believed to be riskier locations, certain 

companies obtain competitive and 

comparative advantages. Once the antenna 

is positioned, the information gained must 

now be incorporated and used by the 

company. This is the role of the internal 

knowledge-information broker. What is 

important is the location of where the 

antenna is positioned; the emerging country 

in our previous example. 

  When the matter turns to innovation, how 

do executive managers or product managers 

from headquarters assess a claim of 

importance from an overseas operation that 

is deemed unimportant? The common 

response is one of skepticism and coincidence. 

Potential value is thus passed up. For this 

reason, internal knowledge-information 

brokers are necessary. To appropriately 

• Management that not only creates value in home country but globally 	

• Strategy that not only relies on home country advantages, but secures 

advantages globally	

• Global effort to access important but globally dispersed intellectual 

resources, merging these resources and utilizing them strategically	

• Use of external knowledge/information brokers that can access locally specific 

intellectual resources from operations around the world 	

• Revitalization and fluidization of knowledge broker’s company network that 

integrates intellectual resources that are dispersed in regions globally 	

• Improvement in organizational capability to a level where integrated intellectual 

resources can be effectively used in the company	

Metanational Management 　	

(Doz 2001, Asakawa 2003)	

-EMBA開講特別記念- 　KBS特別講座	
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secure knowledge, information, and 

knowhow that fall within the radar of 

locations—unlikely or otherwise— and by 

using demand information, specs, innovation, 

and technology to create a viable business 

from these is the role of the internal 

knowledge-information broker. By bringing 

together the placement of antenna with the 

value attained through monitoring, both 

external knowledge-information brokers and 

internal knowledge-information brokers 

realize their purpose. 

 

 

Metanational innovation cycle 

 

  Two world maps are shown on this 

diagram. Customarily, antennas are not 

positioned widely due to limited 

preconceptions and cost. Accordingly, the 

biases held by headquarters and the fact that 

past innovation occurred in defined areas 

cause top management to believe that 

resources channeled to a more questionable 

location is useless: that it will only destroy 

potential. The dilemma caused by past 

results over future potential will be re-visited 

later. 

  The challenge becomes the extent to which 

the company can keep an open mind. By 

acknowledging the lack of experience or the 

insufficient technology of headquarters or the 

home country, modesty arises, which prompts 

a larger area to be monitored. 

  Conversely, there is no modesty in the 

belief that your own country or company is 

superior in a particular field. The monitored 

area diminishes in size, passing up big 

opportunities. Such cases are abundant. To 

think modestly about where you need to go to 

acquire important expertise, to acknowledge 

the fields in which knowledge is important 

but insufficient, to contemplate how to link 

the demand with supply, is the constructive 

mentality that is needed for successful global 

innovation. In a word, the company must 

become a collector of the valuable knowledge, 

information and know-how that is extracted 

from the various locations of the world. Of 

course, there exist companies that are skilled 

at utilizing this value, yet are not able to 

employ it effectively. 

  Management must be skilled at both 

positioning antennas for monitoring as well 

as utilizing the information that is gained, 

not to mention linking these two aspects 

effectively. This process is called the 

metanational innovation cycle. Although 

easy enough to understand, managing this 

flow poses a considerable challenge for many 

companies. 

 

  

SENSE 

MOBILIＺE 

LEVERAGE 

 

	

Source Doz et al 2001 

Metanational Innovation Cycle 

-EMBA開講特別記念- 　KBS特別講座	
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Organizing concepts on locally developed 

innovation 

 

  Recently, innovation that includes 

emerging countries is increasing in 

importance. An introduction to the related 

concepts reveals metanational innovation, 

frugal innovation, and reverse innovation. 

Although similar, the textbook definitions 

are cited below: 

 

 Metanational innovation 

To search, acquire, and utilize valid 

knowledge, information, and knowhow 

that potentially exist in various locations 

around the world. (See diagram: 

Metanational innovation cycle) 

 Frugal innovation 

Innovation that overcomes the unique 

limiting conditions of a locality. It is not 

always necessary to expand frugal 

innovation to Local for Global 

innovation. 

 Reverse innovation 

To unearth developed country demand of 

low functionality/low price products 

which were initially developed for 

emerging countries. 

 

  These are the concepts of emerging country 

innovation explained. Although there are 

minor differences, they can also be 

understood as the emerging country version 

of Local for Global innovation. 

 

  In chapter one, we have explored what I 

believe to be the most important concepts in 

global innovation among the many. 

 

 

 

Chapter 2: Paradox 

 

 

Complexity of knowledge and global 

distribution of innovation activity 

 

  Let’s shift our focus to the paradox that 

emerges when deploying global innovation. 

The knowledge that is gained in developing 

innovation is complex, often resulting in the 

final outcome to be local in nature. The 

Metana onal	
Innova on	  

Frugal		
Innova on	  

Reverse		
Innova on	  

To	search,	secure,	
and	u lize	
poten ally	valid	
knowledge/
knowhow	from	
around	the	world		  

Innova on	for	
overcoming	locally	
specific	constraints		

	  

Unearthing	
developed	country	
demand	for	low	
func onality/low	
priced	products	
developed	for	
emerging	countries	
and	introducing	
them	to	market	

Kazuhiro Asakawa (2013) Nihon Keizai Newspaper/Economics Classroom “Management School” written by author	

Concepts in Subsidiary Launched Innovation 

-EMBA開講特別記念- 　KBS特別講座	

Complexity of Knowledge and  

Global Dispersion of Innovation Activity 

(Doz and Wilson 2012)	

-EMBA開講特別記念- 　KBS特別講座	
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innovation process can be characterized as 

one of Colocation: the developing of 

innovation in a face-to-face environment 

while sharing a location or space. As the 

knowledge that is being processed becomes 

standardized, codified, and formalized, the 

easier it becomes to deploy globally. On the 

other hand, global innovation necessitates 

the acquisition, transfer, and utilization of 

complex knowledge on a global scale. This is 

the paradox between complexity of 

knowledge and the global distribution of 

innovation activity. 

 

 

General approval but itemized disapproval 

 

  Another paradox is the dilemma of general 

approval but itemized disapproval. It 

illustrates the general consensus of global 

innovation as favorable, with the common 

attitude as one of agreement in deploying 

innovation globally. However, when the idea 

is directed to a specific division, the answer is 

“no thank you!” The reason for such a 

reaction is that the division is already 

optimized in its current state, whether 

company centered, country centered, 

developed country centered, or otherwise.  

The division proves to already be effective 

and extremely efficient in a particular 

location. 

  Global innovation is always accompanied 

by risk. When the discussion of global 

innovation is directed company-wide, general 

agreement ensues, yet when a particular 

division is selected with the task of global 

innovation the reaction can be one of 

considerable hesitation. If the CEO were to 

opine, “Given your division’s high 

performance I want you to initiate global 

innovation”, the division head may show 

hesitation by responding, “What? Our 

division? We are the most efficient in the 

company!” Such cases are common. The bias 

of headquarters and the home country is 

always present. 

 

 

Autonomy and control 

 

  There is a dilemma that surrounds 

autonomy and control. At some point, local 

innovation becomes important in the 

innovation process, necessitating autonomy 

of the local operation. However, headquarters 

finds it difficult to grant this autonomy. 

  A common problem that can take on 

uncommon proportions is the idea that 

granting autonomy is the same as 

relinquishing power. Because local 

innovation can be critical to global 

Ø Global innovation is welcome! Overseas 

wisdom should be mobilized globally and 

employed.  

Ø Though, it’s not necessary in our 

company/country!	

General Approval/Itemized Disapproval 

-EMBA開講特別記念- 　KBS特別講座	

Autonomy 

of 

subsidiary	

Strategic integration 

with headquarters	 Asakawa (2001) 

Autonomy and Control 

High	
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High	

Low	

Low	
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innovation, there needs to be a transfer of 

authority from headquarters to the overseas 

subsidiary. However, to transfer authority 

causes a sense of victimization by 

headquarters: that it is losing power to the 

overseas operation. Such an interpretation 

perpetuates the inability of treating 

knowledge and power independently. 

  I have conducted surveys on several 

Japanese companies that had transferred 

technology to Asian regions and have 

witnessed the frustration brought on by 

general approval but itemized disapproval 

and the power struggle of autonomy and 

control. 

  Through such research I have seen how 

feelings of jealousy rage. A manager from 

headquarters may fume, “I have been 

commended by the CEO for this technology, 

the origins of which are here in headquarters. 

Why should this technology—and the results 

it bears—be transferred to the emerging 

country? I’ll be damned before transferring 

authority.” Yet, emerging country innovation 

is considered to be favorable and extremely 

important in general. But when the 

discussion is about expanding innovation in 

an emerging country from your own division, 

strong feelings for the project to be carried 

out elsewhere can be observed. There are 

many examples of this, particularly in the 

U.S. and Japan. 

 

 

 

 

 

 

 

 

Capability and motivation 

 

  A phenomenon exists where companies 

with high capability lose their motivation for 

global innovation. Companies that do 

attempt global innovation presuppose a 

capability to assess and utilize their own 

technology. Unless headquarters possesses 

the ability of assessing and developing 

technology on their own, global innovation 

becomes a daunting task. A company with 

high capability is able to sort out knowledge, 

information, and expertise unique to a local 

area, and then to assess, incorporate and 

utilize this value. 

  The trend is that it is usually the 

companies with weaker headquarter and 

home country technology that hasten their 

global innovation efforts. “We want to catch 

up. Our company is weak. Our country is 

weak. Something needs to be done.” Though, 

because the home country or headquarters is 

limited to weak technological capability, the 

motivation to expand has not the substance 

to back it up. That is, because motivation is 

not accompanied by the required capability, 

global innovation becomes futile. 

  Conversely, when a strong company that is 

able to adapt to various changes domestically 

and internally implements global innovation, 

the operations are smoother. Such companies 

Absorptive 
capacity of 

overseas 

knowledge	

Motivation of overseas 
knowledge absorption	

？

Song & Shin (2008)	
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possess the capability to absorb, assess, and 

acquire value. Yet, when the company’s 

capability is established, the sentiment turns 

against overseas innovation, satisfied in the 

thought that their country or company is 

already sufficiently strong. The necessity of 

global innovation is questioned. This is the 

paradox of capability and motivation. 

  Companies with headquarters that possess 

high capability have low motivation for 

global innovation. Whereas, companies that 

have low capability and low achievement 

desperately try to instigate global innovation 

to no avail. Global innovation functions 

properly when both capability and 

motivation are aligned. 

 

 

Attraction vs interest in overseas partners 

 

  A common practice at present is to 

implement global open innovation, such as 

M&As and alliances by tying-up with an 

overseas partner. 

  However, there is a dilemma of attraction 

and interest between the potential partners. 

When contemplating the expansion of 

innovation on a global scale, the more 

attractive the potential partner appears, the 

less the feelings are reciprocated. To explain, 

potential partners are selected with strong 

interest from their suitors. “Our 

country/company wants to push innovation 

by teaming up with you”. However, the 

company that has been selected at the other’s 

convenience may have little interest, making 

a win-win partnership hard to realize. 

Generally, approaching companies are those 

that are not attractive to the approached. 

Equally, companies that are found to be 

attractive hesitate to be engaged. Thus, a 

degree of caution is prudent when embarking 

on global open innovation. This backdrop 

brings us to the concept known as Positioning 

Alliance. 

  Strategically, when partnering with a 

company that is superior, the inferior 

company’s position rises. Conversely, when 

partnering with a company that is inferior, 

the superior company’s position is pulled 

down. This is known as the positive and 

negative effects of positioning alliance. 

Global innovation struggles to progress due 

to this paradox of attraction and interest 

when selecting a partner for global open 

innovation. 

 

  

Attraction and Interest of Overseas Partner 

Asakawa　(2003) 
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Achievement and potential 

 

  The desire exists to want to enter a high 

potential market and collaborate with a high 

potential partner. But when two companies 

looking to partner enter the decision making 

stage, past achievements become a topic of 

interest. Now the resolve becomes to partner 

with a country and company that has proven 

achievements. Such companies fail to take 

the step needed to acknowledge risk and 

innovate in a new environment. 

  Originally, when considering global open 

innovation, companies should want to try 

things that can’t be easily realized in their 

home country or on their own. However, they 

are held back by their past achievements. 

This is a formidable obstacle. 

  Such are the paradoxes that shadow global 

innovation efforts. 

 

 

 

 

 

 

 

 

 

 

 

Section 3: Management mechanisms 

 

 

The three approaches to global innovation 

 

  There are three approaches to global 

innovation. The first is the “Staying 

Approach”, the second is the “Visiting 

Approach”, and the third is the “Inviting 

Approach”. 

 

 First: Staying approach 

When developing innovation, it is 

important to immerse the operation in 

the local area. Without long term stay in 

the area there is a pattern of failure in 

local innovation, which is the reason why 

local operations become the base of 

activity. 

 

 Second: The visiting approach 

This approach contends that total 

• Global market/cluster with strong track record, or 

emerging country with future potential?  

• Investment in achievement rich U.S./EU/Japan, 

or the future potential of the BRICs?  

	

• “Seeing is believing” or “Believing is seeing”? 	

Achievement and Potential 

-EMBA開講特別記念- 　KBS特別講座	
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u The visiting approach 

– Local innovation is possible with frequent local visits 

• Snecma, KPN 
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– Innovation is possible without local visits but with invitation 
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• P&G (C&D), Nokia	

Doz and Wilson, 2012	
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immersion in the local area has a 

negative effect on innovation. In fact, 

that it is better to keep some distance. It 

is also known as the travel approach. 

 

  To develop innovation in the visiting 

approach, two companies frequently visit 

each other. Though, if a company stays in one 

area too long, it will become localization. It 

will not become global innovation but local 

innovation. If localization can be avoided in 

this way, then there is efficiency. However, 

there are cases where the foundations for 

global innovation in the true sense cannot 

begin without localization. From this 

perspective, the visiting approach to 

innovation has its merits and demerits. 

There is the concern that it will be a 

superficial form of globalization. To illustrate, 

one overseas company carried out the 

visiting approach. They were able to secure 

differentiated technologies through academic 

conferences, workshops, and joint research 

with universities. This is a typical example 

that made innovation progress by the visiting 

approach. 

 

 Third: The inviting approach to 

innovation 

This approach advocates the inviting of 

innovators from other companies instead 

of visiting the local area themselves. 

 

  For example, P&G employed a mechanism 

known as C&D or Connect and Develop. To 

illustrate this mechanism, potential 

contributors were invited by web posts 

announcing that a certain type of 

information was being sought, a certain type 

of technology or product needed development, 

or certain expertise was sought after. This 

method proves efficient to a degree: overseas 

operations become unnecessary, as well as 

the need to travel to an overseas region. 

However, once the announcement is public, 

the company will be approached by providers 

the world over. 

  The inviting approach has its merits and 

demerits. The merit is its efficiency. The 

demerit is that desperately needed 

information is usually confidential and 

cannot be disclosed. A company planning to 

develop a new product in say, a year may 

wish for a specific type of essential technology. 

Yet, this need cannot be disclosed without 

also announcing the company’s weakness. 

For such reasons, the inviting approach to 

innovation may be efficient, but is also 

comparatively compromising. 

  Moreover, it cannot be known if the 

information and knowhow that is claimed 

can be trusted. From this perspective, the 

inviting model is not perfect. Another point is 

how established the inviting company is. 

Companies with strong reputations will be 

approached by engineers and information 

providers from around the world, eager to 

engage in active collaboration. The other 

scenario is when there are absolutely no 

respondents. Whether the company 

engenders feelings of collaboration is critical. 
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The staying approach to innovation 

 

  Given the several ways to think about 

innovation, let’s examine one way of 

understanding the aforementioned staying 

approach to innovation. 

  In many cases, the backdrop for wanting to 

develop innovation in a particular location or 

country stems from the desire to acquire 

knowledge, information, knowhow, and 

technology that is currently lacking in the 

company. “By immersing ourselves in this 

location or country, we want to acquire 

technology by establishing high quality 

networks and company relationships, 

promoting innovation”, is the common 

sentiment, though this is easier said than 

done. Five, even ten years after establishing 

operations in a location, others may not care 

to notice and engage the company. Just 

because a company goes to Silicon Valley 

doesn’t guarantee successful collaboration. 

There are cases when a company makes the 

trip to a location only to collaborate with an 

equally weak foreign company, soon 

returning to their home country. 

  Professor J Podolny shares his perspective 

on whether truly important external 

collaboration is possible with another 

company. He points out that when 

localization is the central strategy that 

Status Entrepreneurship can be extremely 

effective. To explain status entrepreneurship, 

no matter how long a company bases its 

operations in a location with efforts to 

infiltrate the market from the outside, there 

is little meaning if they fail to engage a 

partner who operates at the center of the 

network. Yet, when access to the center of the 

network is successful, winning connections 

with companies and persons at the apex of 

the network and acquiring collaborative 

relationships with them, it becomes that 

much easier to establish cooperative ties with 

other companies and persons. 

 

 

The visiting approach to innovation 

 

  In the case of the visiting approach to 

innovation, the negative aspects of heavy 

immersion in a specific location can be 

avoided. Network theory is a useful tool to 

understanding the visiting approach from a 

business management or sociological 

perspective. 

  The concept, Strength of Weak Ties, is 

advanced by the sociologist Granovetter. 

Similarly, Professor Burt of the University of 

Chicago presents the concept of Structural 

Holes. 

  These theories argue that when too deeply 

Strategy that places emphasis on Local Innovation 	

The “Staying” approach: Status Entrepreneurship 	

Strategy (Joel Podolny) 
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immersed in a location, thinking may halt 

and innovation may stagnate: that 

innovation should be pursued with the 

visiting approach which maintains a certain 

degree of distance. Localization by definition 

is to “go native”, causing the stagnation of 

independent and creative ideas. By keeping 

some distance, companies can combine their 

own perspective with that of the local area, 

which provides reason to not become too 

immersed. 

  The merit of the visiting approach is that 

knowledge, information, and knowhow from 

multiple bases of operation can be combined. 

Thus, the mediating role of the 

knowledge-information broker can be utilized 

to its full extent. As such, the validity of the 

visiting approach to innovation can be 

reinforced from a theoretical perspective as 

well. 

  The visiting approach proves to be an 

extremely effective strategy when making 

the transition from local innovation to global 

innovation. In the initial phase of local 

innovation deep inroads are established. And 

when expanding globally, the combination of 

localization and the visiting approach to 

innovation is thought to be effective. 

  This is believed to be extremely effective. 

 

 

 

 

 

 

 

 

 

 

 

The inviting approach to innovation 

 

  The inviting approach to innovation 

suggests to cease visits when embarking on 

global innovation. The merit of this approach 

is efficiency. “If you want to partner with us, 

then you come to us”, is the assumed stance. 

Clearly a method only possible for those 

companies with the power to attract, which 

turns out to be the case. However, this 

method of innovation is not confined to large, 

excellent companies, but also possible for 

businesses in developing countries. In fact, it 

is a method that is often employed by second 

mover companies who are looking to catch 

up. 

  Of course, cases abound where the 

company will make public their need for 

certain knowledge, information, knowhow, 

and technology for some future projects and 

are looking for outside expertise. Yet, the 

disclosure of their true innovative needs are 

problematic, marking the limits of this 

approach. 

  On the other hand, it is those companies 

with little accumulation of expertise that 

often attempt the inviting approach, deciding 

that there is nothing to lose. In this case, it is 

the impact of their message found on their 

homepage that is deemed important. To build 

a great homepage that describes the need in 

The “Inviting” Approach: Attention Based View 
(Ocasio; Birkinshaw; Ambos, et al.)  

Self-revealing theory (Von Hippel, et al.)  
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words and phrases that engage interest, for 

example, “We are a unique company in such 

and such a way, with great growth potential 

in a developing country. We are attractive to 

you in this way and we are looking for 

experts with these types of capabilities. By 

collaborating with us, this type of world 

awaits you.” That is, to implement the 

inviting approach to innovation by employing 

tactful language and publically announcing 

the technology. With nothing to lose this is an 

approach often employed. 

  Management theory dubs this as the 

Attention Based View. Here, past 

achievements take a back seat to the degree 

of attention that can be generated. 

Management strategy that is based in 

achievement is called the Resource Based 

View, embodied by the thinking, “We are a 

company with great strength, excellence, and 

distinguished achievements. By cooperating 

with us, you will receive unique benefits”. 

This is the traditional core competence 

management from the 1990s. However, when 

employed, smaller companies may fear 

exploitation and withdraw their services. 

Equally, given that cooperative companies 

are a minority in the world, there exist the 

risks that the smaller company fools its 

larger counterpart. 

  In contrast, mid-size and second mover 

entities often depend on the attention based 

view. They seek to gradually gain capabilities 

by consistently deploying attention grabbing 

announcements. In time, even without past 

achievements, they begin to appear on the 

radars of others, using this attention as a 

spring-board for growth. 

  The inviting approach to innovation is a 

strategy that need not be readily given up, as 

advanced by Von Hippel of MIT in the 

Self-revealing theory, which maintains that 

without revealing aspects of your company, 

you will not receive information from others 

in a relationship defined by give and take. 

  First, it is necessary to share valuable 

information on your company. Without this 

step, valuable information, knowledge, and 

knowhow equal to it will not be shared. If the 

inviting approach to innovation is aspired to, 

then disclose information that is potentially 

attractive to others. To simply announce that 

you are seeking ABC is not sufficient. It must 

be clear that your company possesses a 

certain type of technology, is engaged in a 

specified project, and is superior to others in 

measurable ways. 

  To attract requires the disclosure of core 

technology being developed, and to share the 

potential collaboration opportunities with the 

partnered company. Or to go so far as to 

disclose patents, to promise a free and open 

relationship, and to promote collaboration. 

Through self-revelation of a core aspect of the 

company, the attention of potential 

collaborators is stirred. To attract attention 

and to reveal core information; when these 

two aspects are present, the inviting 

approach to innovation is comparatively 

possible. Without this combination the 

challenges increase. 

 

(* Does not apply to a group of excellent 

companies) 
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Dynamic balance between autonomy and 

control 

 

  Global innovation has both local and global 

innovation aspects. 

  Local innovation is characterized by the 

high level of autonomy by the local 

operations and low level of information 

sharing with headquarters. On the other 

hand, global innovation suggests an 

increased level of information sharing with 

headquarters. However, the greater the 

information sharing, the lower the autonomy. 

A mechanism to maintain information 

sharing without decreased autonomy is 

desired. 

  It is a mechanism that appropriately 

separates information sharing with 

dimensions of control and autonomy. There 

are two common methods. The first is for the 

local operations to make the decision, but for 

headquarters to preserve the confidential 

information. The other is to let information 

flow to the local operations but for 

headquarters to make the decision. 

  The point being that the customary 

management thinking—that localizing 

confidential information is the same as 

authority transfer, or the combining of 

vertical and horizontal management 

dimensions—does not have to be a tradeoff. 

An important point to remember. 

 

 

Strategic orientation and incentive 

 

  The fundamental strategic orientation of 

global innovation, embodied by the dominant 

logic of headquarters and the 

implementation of incentives that are closely 

aligned with this strategic orientation is a 

valid plan that combines direction and 

incentive. 

 

 

Overcoming ethnocentric thinking 

 

  There are two ways to overcome Japan and 

Japanese centric thinking. The first is to 

place a Japanese national at the center of 

operations as the cosmopolitan manager. The 

model of Japanese general trading companies 

have adopted this method. When diversity is 
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increased, creating a workforce made up 

solely from various non- Japanese 

nationalities, the company ceases to be a 

Japanese general trading company. The 

competitive advantage of Japanese general 

trading companies is realized when a 

cosmopolitan Japanese manager with a 

global background is placed at the center of 

the operation to conduct global business. It is 

said that when a Japanese is replaced by a 

foreigner, that the general trading company’s 

competitive advantage disappears. The 

reason being, general trading companies are 

Japan specialized, conducting global 

business with one foot firmly planted in 

Japan. In practice, there do exist Japanese 

companies that are dependent on 

non-Japanese staff. This is a method that 

differs from the previous example. At one 

Japanese company, although key posts are 

held by non-Japanese, the board is made up 

by a mixture of Japanese and non-Japanese 

nationals with an international mentality. 

The point here is not simply the structure of 

the board members, but that the core of the 

company is made up of those who possess an 

extremely global mindset. Many variations of 

this exist. 

 

 

 

 

 

 

 

The presentation was made up of three parts: 

Chapter 1: Summarized explanation on theoretical background 

Chapter 2: Several paradoxes that are obstacles in deploying global innovation 

Chapter 3: Management mechanisms in connection to the paradoxes of global innovation 

 

True to business school practice, the presentation was based on frameworks of management 

theory. The most current and concrete cases were not presented here. 
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