
ESB Business School | Reutlingen University 

International Business (IB) Strategy - MNC, Strategic Choice and Co-evolution

5th Semester, International Business Bachelor Program

Dr. Ulf Bosch

23.02.2018

Ulf Bosch: IB Strategy Lecture 

ESB Business School 



Agenda

2

Today’s session

01 Introduction and topic

02 Contextual background 

03 MNC

04 Strategy choice 

05 Strategy tripod 

06 Typologies

07 Co-evolution

08 Findings and contribution

09 Discussion

Ulf Bosch: IB Strategy Lecture 

ESB Business School 



Introduction and topic

3

Rationale behind selecting the topic

Longstanding 

research on the 

topic of MNC 

strategy with 

leading 

accredited 

business 

schools and 

professional 

services firms

Research papers

Bosch, U. (2017) Strategy, environment, resources and institutional context as determinants of firm 

performance in emerging markets: Empirical evidence from multinational corporations in China. 

Dissertation, King’s College London, King’s Business School, September, pp. 1-344.

Bosch, U. (2016): Contextualizing Strategic Management in Asia: Institutions, Innovation and 

Internationalization. At: Strategic Management Society (SMS) Special Conference, Hong Kong, China.

Alaganandan, P.; Bosch, U.; Lins, J.; Lohmann, T.; Stoian, R.; Xing, L. (2013): Strategic Challenges in 

the BRIC States: Enabling a globally consistent and locally distinctive impact. Empirical study in Brazil, 

Russia, India and China. PwC global network, 1-28

Bosch, U.; Chan, A.; Leung, R.; Wong, R.; Yu, R. (2010) Market leadership through productivity 

enhancement - A strategy map for NetApp China. Shanghai, China, M.B.A. thesis, group project final 

report, China Europe International Business School, pp. 1-57.

Bosch, U. (2008) Strategic challenges of multinational corporations in China. Shanghai, China, Results 

of empirical study, MNC Account China, Watson Wyatt (Shanghai) Co., Ltd., pp. 1-32.

Bosch, U. (1999) Automobildistribution in der Volksrepublik China - Eine Studie vor dem Hintergrund

der zunehmenden Individualmotorisierung. Diplom-Betriebswirt FH, B.A. Hons. thesis, Reutlingen 

University, ESB Business School, Middlesex University Business School, pp. 1-135.

Bosch, U. (1998) Impact of the Asia-Pacific financial currency crisis on multinational corporations. 

Stuttgart, Germany, Results of empirical study in Asia, joint-project with German Chamber of Industry 

and Commerce in 8 Asia-Pacific countries, Roland Berger & Partner GmbH IMC, pp. 1-49.

Bosch, U. (1997) Ursachen der Wirtschaftsintegration in Großchina, Reutlingen, Germany. Hausarbeit

Aussenwirtschaft, Reutlingen University, ESB Business School, p. 1-20.
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MNC Strategy in China 

Research topic

“Strategy, Environment, Resources and Institutional Context

as Determinants of Firm Performance in Emerging Markets:

Empirical Evidence from Multinational Corporations in China”

Keywords: [Strategic choice, industry-based competitive environment, firm 

resources, institutional context, firm performance, MNC, China]

This research 

aims to examine 

the nature of 

strategic 

orientation of 

MNCs in China. 

Ulf Bosch: IB Strategy Lecture 

ESB Business School 



Contextual background

5

MNC Strategy in China: Strategic choice or echo of crisis? 

Financial Currency 

Crisis 1997

Subprime Mortgage 

Crisis 2008

Dot-Com Collapse 2001

China’s Stock Market 

Plunge 2015

WHO SARS-related 

Travel Warning 2003

China’s WTO 

membership 2001

IMF: China largest 

economy 2014

Source: Shanghai Composite

China’s New Labour

Law 2007

FDI Open-Door 

Policy 1986
China Largest 

Exporter 2010

CYN Currency 

Fluctuation 2012

$586bn Stimulus 

Package 2008

UNCTAD: China Top FDI 

Destination Globally 2012

Strategic 

orientation of 

MNCs in China 

differ widely –

some are 

proactive and 

some are 

defensive 

Market observations
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Why do multinational corporation exist?

Efficiency-

seeking 

motives are 

expected to 

remain a major 

driver of global 

integration 

within the MNC

International business (IB) literature

Multinational corporation (MNC)

• A multinational corporation (MNC) is a corporate organization that owns or controls facilities 

and other assets for the production of goods or services in two or more countries other than 

their home country

Reasons for MNCs existence 

• Comparative advantage of trade / capital movement theory by Ricardo’s (1817) and FDI

• Monopolistic advantage theory by Hymer (1976 [1960]) through market power, ltd. competition

• Internalisation / transaction costs theory by Coase (1937) through costs of running markets

Motives of the MNC

• Resource-seeking MNCs: e.g. produce and re-export, backward / forward integration

• Market-seeking MNCs:  enter markets to make use excess capacity, increase market share 

• Efficiency-seeking MNCs:  specialize globally to benefit from diff. in factor prices or risks

• Strategic assets-seeking MNCs: establish strategic footprints or pre-emptive acquisitions
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Moving towards digital MNCs, the term ‘industry’ will be replaced with ‘business ecosystem’

The digital 

economy has 

the potential to 

change the 

definition of 

industries, 

firms and 

institutions 

International business (IB) literature

Digital MNCs

• Providers of internet platforms, e-commerce, digital solutions and digital contents

• Fundamentally different international footprint

• Communication and transactions with customers overseas without the need for FDI 

• Engagement in foreign markets with fewer overseas assets, employees, physical 

presence

Business Ecosystem

• shift from an industry-focus to business ecosystem-focus (Moore, 1993)

• In many sectors, there is little consensus regarding ‘who is doing what’ in terms of labour 

division as well ‘who is taking what’ in terms of profit distribution (Jacobides et al., 2006)
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What is strategy and why does it matter?

Strategy 

requires strong 

leaders to 

make choices

Classification of strategy

Strategic differentiation

• The essence of strategy is choosing to preform activities differently that rivals do.

• Strategy as a simple rule is about being different.

• A company can outperform rivals only if it can establish a difference that it can preserve.

Failure to choose

• Caught up in the race for efficiency, many companies do not have a strategy

• Companies often avoid strategic choice due to misguided view of competition, cannot see 

trade-offs or the desire to grow 

 Clear framework to guide strategy is necessary
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What is strategy and why does it matter?

Strategic 

typologies

reduce

complexity and

tend to be neat, 

memorable and 

evocative

Classification of strategy

Whittington’s (1993) Generic Perspectives on Strategy 

active / rule-makerreactive / rule-taker

pluralistic

unitary

Miles and Snow’s (1978) strategic typology 

operationalized by Conant et al. (1990) 

Pettigrew 
(1973), 
Mintzberg
(1973),Simon 
(1957), Cyert
and March 
(1963) 

Hall and Hitch 
(1939), Alchian
(1950), Hannan
and Freeman 
(1977, 1988),  
Henderson 
(1989),Wil-
liamson (1991) 

Chandler 
(1962), Ansoff
(1965), Sloan 
(1963), Porter 
(1980, 1985)

Grannovetter 
(1985),                    
Marris (1964) 

logical incrementalism social embeddedness

environmental determinism technical rationality

Processual Systemic

Evolutionary Classical

Outcomes

Processes

Source: Based on Whittington, R. (1993) What is Strategy - and does it matter? Routledge, London, p. 3.
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Strategy tripod: Integrating current approaches

The strategy tripod 

integrates the 

dominant streams 

of strategy:

1. Industry-

based view 

(Porter 1980)

2. resourced-

based view 

(Barney 1991)

3. institution-

based view

(Peng 2006)

Strategy tripod

Formulation

Decision

Strategic Competitiveness 
Above-Average Returns

Control

Strategic
Inputs

Strategic
Actions

Strategic
Outcomes

Commitment

Execution

Strategic AnalysisExternal Analysis
OT SW

Internal Analysis

Structural (incl. attractiveness) Competitor (behavior) SWOT Resources & org. agility Core competence 

Competitive strategy 
(business level)

Differentiation Cost leader

Growth strategy
(corporate level)

Make (control), buy (flexibility) Diversification portfolio 

(Sustained) 
Competitive
Advantage:

VRINO

Organizational Structure
Strategic Change

Strategic Choices
Functional, Business, Corporate, Global

Key success factors Sustainable Core Competence

Strategic
Determinants

Strategic Intent
Mission, Vision, Values, Goals

Industry-based 
competition

Institutional conditions 
and transitions

Firm-specific resources 
and capabilities
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Strategy tripod: Integrating current approaches

The strategy tripod 

integrates the 

dominant streams 

of strategy:

1. Industry-

based view 

(Porter 1980)

2. resourced-

based view 

(Barney 1991)

3. institution-

based view

(Peng 2006)

Strategy tripod

Formulation

Decision

Strategic Competitiveness 
Above-Average Returns

Control

Strategic
Inputs

Strategic
Actions

Strategic
Outcomes

Commitment

Execution

Strategic AnalysisExternal Analysis
OT SW

Internal Analysis

Structural (incl. attractiveness) Competitor (behavior) SWOT Resources & org. agility Core competence 

Competitive strategy 
(business level)

Differentiation Cost leader

Growth strategy
(corporate level)

Make (control), buy (flexibility) Diversification portfolio 

(Sustained) 
Competitive
Advantage:

VRINO

Organizational Structure
Strategic Change

Strategic Choices
Functional, Business, Corporate, Global

Key success factors Sustainable Core Competence

Strategic
Determinants

Strategic Intent
Mission, Vision, Values, Goals

Industry-based 
competition

Institutional conditions 
and transitions

Firm-specific resources 
and capabilities

Strategic choice

Performance

Generic Strategy Institutional strategy

(3) Analyzer(1) Defender

(2) Prospector (4) Reactor

active / rule-makerreactive / rule-taker

pluralistic

unitary

2) Compromise 

4) Defy 

1) Acquiesce 6) Assert

3) Avoid 5) Manipulate 
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On the nature of strategic typologies

Strategic 

typologies 

reduce 

complexity and 

tend to be neat, 

memorable and 

evocative

Typology-driven theorizing 

Strategic typologies 

• are often referred to as classifications, clustes, gestalts, archetypes or taxonomies

• can account for multiple causal relationships in a given setting

• thus reduce complexity to manageable levels both conceptually and methodologically (Fiss, 2011)

• do not focus on individual elements of strategy but on the complementarities or relationships among 

those elements (Black & Boal, 1994)

• help researchers to order the world of organisations in a rich and holistic way (Miller, 1996). 

• allow academicians and practitioners to absorb massive amounts of information (Meyer, 1991). 
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Miles and Snow’s (1978) strategic typology 

Strategic 

typologies

reduce

complexity and

tend to be neat, 

memorable and 

evocative

Generic strategy typology

Miles and Snow’s (1978) strategic typology 

• is the most enduring classification system available (Hambrick, 2003)

1. Prospectors perceive an uncertain environment, maintain flexibility and employ innovation to 

combat change, often becoming the ‘industry designers’ 

2. Defenders focus on maintaining a secure niche in relative stable market segments

3. Analyzers stress stability and flexibility, attempting to capitalize on the best of both of the Prospector 

and Defender types, they prefer a ‘second-but-better’ strategy

4. Reactors lack a coherent strategy and are highly responsive to short-term environmental exigencies, 

similar to Porter’s (1980) ‘stuck-in-the-middle’ type

However, Miles and Snow’s (1978) typology does not reflect any institutional underpinnings. 
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Miles and Snow’s (1978) strategic typology 

Strategic 

typologies

reduce

complexity and

tend to be neat, 

memorable and 

evocative

Generic strategy typology

Miles and Snow’s (1978) strategic typology

(3) Analyzer(2) Defender

(1) Prospector (4) Reactor

active / rule-makerreactive / rule-taker

pluralistic

unitary

Miles and Snow’s (1978) strategic typology 

operationalized by Conant et al. (1990) 

Figure. Miles and Snow (1978) generic strategy types operationalised by Conant et al. (1990)
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Oliver’s (1991) strategic responses to institutional processes 

Strategic 

typologies 

reduce 

complexity and 

tend to be neat, 

memorable and 

evocative

Institutional strategy typology

Oliver’s (1991) strategic responses to institutional processes 

• argue that firms can exercise strategic choice and active agency within an institutional context,

1. Acquiesce: To enhanced legitimacy and social support, organisations may want to fully comply with 

institutional rules and expectations 

2. Compromise: To handle conflicting institutional and/or intra-company demands, organisations may 

attempt to balance, pacify or bargain with external constituents

3. Avoid: To mitigate uncertainty and institutional constraints, organisations may try to buffer 

themselves from institutional pressures or escape from them

4. Defy: To utilize a perceived lack enforcement or mitigate conflicts of interest, organisations may try to 

dismiss, challenge or attack sources of institutional pressure

5. Manipulate: To benefit from institutional contexts opportunistically, organisations may try to co-opt, 

neutralize, redefine, control or dominate institutional constituents
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Oliver’s (1991) strategic responses to institutional processes 

Strategic 

typologies 

reduce 

complexity and 

tend to be neat, 

memorable and 

evocative

Institutional strategy typology

… supplemented by a further institution-oriented strategic choice option (‘assert’)

2) Compromise 

4) Defy 

1) Acquiesce 

3) Avoid

Av1 Conceal/disguise nonconformity

Av2 Buffer/minimize/loosen up institutional 

attachments

Av3 Escape/change goals, activities, or 

domains to circumvent institutional 

pressure

Av4 Withdraw to location with better 

institutional conditions

Ma1 Co-opt/import influential constituents

Ma2 Influence/lobby/shape values and 

criteria

Ma3 Control/dominate inst. constituents 

and processes

Ma4 Utilize strategic complementarities 

and institutional arbitrage

Ma5 Move into uncharted market space 

('institutional voids') 

Ac1 Habit/follow invisible, taken-for-

granted norms

Ac2 Imitate/mimick institutional models

Ac3 Comply/obey rules and accepting 

norms

Ac4 Encourage self-regulation/other 

mechanisms of trust

Co1 Balance expectations of multiple 

constituents

Co2 Pacify/accommodate institutional 

elements

Co3 Bargain/negotiate with inst. 

stakeholders

Co4 Mitigate conflicts with repeated soc.

interaction pattern

Dy1 Dismiss/ignore explicit norms and 

values 

Dy2 Challenge/contest rules and 

requirements

Dy3 Attack/assault the sources of 

institutional pressure

Dy4 Substitute/replace local institutions to 

cover their roles

active / rule-makerreactive / rule-taker

pluralistic

unitary

6) Assert

As1 Actively involve/engage/interact with 

local institutions 

As2 Make transparent, lead dialogue, 

provide facts/feedback

As3 Enable/diffuse practices, contribute 

and build from below

As4 Firm initiatives to incentivize/align joint 

goals/win-wins consequences  for the 

firm and institutions

5) Manipulate 

Oliver’s (1991) strategic response to institutional processes

Oliver’s (1991) 5-item scale adapted by additional ‘assert’ response 

based on Child et al.’ (2012)

Figure. Oliver (1991) institutional strategy types including co-evolution by Child et al. (2012)
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Co-evolution takes a less confrontational stance

Co-evolution 

relates to co-

creation and 

co-alignment 

as recursive 

interactions 

Notion of co-evolution

Child et al. (2012) notion on co-evolution

• firms and their environments develop interactively over time (Rodrigues & Child, 2008)

• emphasizes ‘power with’ rather than ‘power over’ or ‘power to’ (Göhler, 2009)

• focuses on interaction, dialogue, knowledge dissemination and joint initiatives

• entails a slow and incremental cycle rather than a fast and radical adaptation process. 

• fosters the development of the community between its constituent members (Poroc, 1994)
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(2) Prospector (4) Reactor
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Oliver’s (1991) strategic responses to institutional processes 

Strategic 

typologies 

reduce 

complexity and 

tend to be neat, 

memorable and 

evocative

Notion of co-evolution

active / rule-makerreactive / rule-taker

pluralistic

unitary

Oliver’s (1991) strategic response to institutional processes

Oliver’s (1991) 5-item scale adapted by additional ‘assert’ response 

based on Child et al.’ (2012)

Figure. Miles and Snow (1978) generic strategy types operationalised by Conant et al. (1990)
Oliver (1991) institutional strategy types including co-evolution by Child et al. (2012)
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Strategic 

typologies

reduce

complexity and

tend to be neat, 

memorable and 

evocative

Hypotheses H3 (3.1-4)

Based on the research construct outline, the testable 

hypotheses state: :

Among MNCs in China, …

H3: distinctive clusters of strategic orientations (Miles and 

Snow, 1978) experience differentiated performance outcomes 

in conjunction with the strategic responses to institutional 

processes (Oliver, 1991; Child et al., 2012) they adopt. 

H3.1 Prospectors will experience higher perf. than the sample 

mean if they practice Manipulation;

H3.2 Defenders will experience lower perf. levels if they 

practice a) Acquiescence and higher ones if b) Compromise; 

H3.3 Analyzers will experience higher perf. than the sample 

mean if they practice Assertiveness; 

H3.4 Reactors will experience lower perf. if they practice a) 

Avoidance or b) Defiance.

IMV 1 & 2 1. Acquiescence 2. Compromise 3. Avoidance 4. Defiance 5. Manipulation 6. Assertiveness

1. Prospector H3.1

2. Defender H3.2a) H3.2b)

3. Analyzer H3.3

4. Reactor H3.4a) H3.4b)

Choice of test: 

• To test the hypotheses, a one-sample t-test is used 

because the standard deviation in the sample is 

not known. The assumption is that the data is 

normally distributed.

Hypotheses
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Oliver’s (1991) strategic responses to institutional processes 

MNC feature 

different 

generic 

strategy and 

institutional  

strategy types

Results

active / rule-makerreactive / rule-taker

pluralistic

unitary

Oliver’s (1991) strategic response to institutional processes

Oliver’s (1991) 5-item scale adapted by additional ‘assert’ response 

based on Child et al.’ (2012)
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This research contributes to the body of knowledge from three different angles  

Potential 

research 

limitations may 

include the 

sample size 

and a size 

variance of 

participating 

firms

Contribution

1. Theoretical contribution

• Add institution strategy to generic strategy 

• Explore and disentangle the relationship between generic strategy and institutional strategies based on three 

competing mechanisms (i.e. filtering, independence, recursive system)

2. Empirical contribution

• Add to the empirical base for research on strategic choice and institutional theory thus help to close a serious 

lack of empirical research on typology-driven theorizing

• Shed light onto the strategy-performance link and the best-performing strategic type in China 

3. Managerial contribution

• Explain the relationship between generic strategy and institutional strategies and the best-performing 

combinations

• Provide insights that help MNCs to develop proper strategic configurations to adjust to turbulent market

• Investigate and explain unresolved market phenomena in China considering the institutional context
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ContactContact
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