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Why this question in the IB context? 

• Most complex and thus most generalizable  case: 

- Two or more environmental contexts (with cultural, 
institutional, economic and geography-related dimensions) 

- Typically a ‘head office’ and foreign operations, whether 
subsidiaries or transactions with distant actors, both inside 
and outside the firm 

- Multi-level challenge (intra-organizational and in terms of 
multiple environments)  

 



Three distinct research questions 

• Q1: Relative importance of the individual as a resource in the 
functioning and performance of the firm operating across borders 
(as compared to other resource types; routines; sub-units in the 
firm; the firm as a whole; the network; the industry; the 
institutional field, etc.)? (formal ‘quantity’ related question) 

• Q2: Impact of individual characteristics (personality; cognitive 
ability; intelligence; knowledge; skills; motivation): How to 
transform individual-level traits into a collective resource? 
(formal ‘individual qualities’ related question) 

• Q3: Nature of ‘man’  usefully to be assumed to guide business 
activities across borders and determining structural and strategic 
governance (boundedly rational; opportunistic; boundedly 
reliable)? (fundamental question on underlying assumptions 
about individuals in general) 



Four distinguished speakers 

• Mark Casson, University of Reading.  

    The entrepreneur rules  

• Marcus Moller Larsen, CBS, and Dunning Fellow.   

    Routines rule 

• Elisa Giuliani, University of Pisa.  

    Who rules in clusters? 

• Timothy Devinney, Leeds University Business School 

     In empirical IB research, multiple levels (should) rule to 

     generate more complete models 

  

 



Panel process 

• Five initial minutes for each of the 4 speakers (20 minutes) 

• Chair’s initial synthesis (5 minutes) 

• Contributions and comments from the floor (20 - 25 
interventions of 2 - 3 minutes maximum; total of 60 minutes)  

• Three final minutes for each speaker to respond (12 minutes) 

• Chair’s final synthesis (10 minutes) 

 



The individual, the firm  and the 
global economy 

Mark Casson 
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Why individuals matter 

• Individuals, not firms, take decisions. They pursue goals, 
formulate expectations, make judgments. 

• Individuals establish firms to exploit their ideas. Imagination 
precedes exploitation: the individual comes first 

• Firms provide structures – social and contractual – that help 
individuals to build teams and appropriate rewards 

• Individuals bear responsibility for mistakes: financial &moral 

• Individual differ: language, location, life-history affect basic 
beliefs; they impact the decisions people make and the 
responsibilities they take. 

• We need to study: What, where, when and WHO 

 



The entrepreneurial MNE 

• A theory of the firm must be based on an analysis of the individual 

• Individuals interact with each other and with the environment. They learn 
from these interactions and can share their knowledge with each other. 

• Individuals are most productive when they specialise, and this requires 
them to trade. Markets are helpful in facilitating trade. 

• Some locations have comparative advantage in certain types of 
production, but distance costs limit spatial specialisation 

• Markets in knowledge are difficult to organise except through 
internalisation.  Rewards to knowledge are best appropriated at point of 
product sale – hence the MNE 

• An entrepreneurial individual can identify knowledge with commercial 
potential and set up a firm to exploit it. The firm may grow into an MNE. 

• The firm  may later decline unless a capable successor can be found.  



Sense and Nonsense in IB 

Wrong Right 

The firm is organic: it has a mind 
and a will of its own. Its employees 
share a vision and have  common 
goal 

The firm as a person is a legal fiction: it is a 
contractual device that enables individuals with 
different goals to work together on a long-term 
self-financing project 

The CEO is the leader and sets the 
strategy and culture of the firm. 
The stronger the culture, the better 
the performance 

The CEO maximises profit on behalf of major 
shareholders. Shared norms and values of an 
appropriate kind may enhance performance 

The existence of firms is an obvious 
fact like the existence of people 

Joint stock firms with limited liability did not 
exist until the 1850s (with a few exceptions) 

Innovative firms with dynamic 
capabilities can maintain long-run 
success 

It is people that have capabilities, not firms.  
Statistical studies show that profit persistence is 
low. When a firm gains or loses key people 
performance may change dramatically 
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MNC complexity 
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”On theoretical grounds we would 

expect complex systems to be 
hierarchies in a world in which 
complexity had to evolve from 

simplicity. In their dynamic, 
hierarchies have a property, near-

decomposability, that greatly 
simplifies their behavior” (1962: 

482) 

”the routinization of activity 
in an organization constitutes 
the most important form of 
storage of the organization’s 

specific operational 
knowledge” (1982: 99) 

 
“…insofar as individuals in their  
economic conduct simply draw 

conclusions from known 
circumstances—and that indeed is 
what we are here dealing with and 
what economics has always dealt 

with—it is of no significance 
whether they are directing or 

directed” (1911/55: 21). 



Theoretical implications? 

• As MNCs grow complex: 
– Individuals are obviously still important in the conduct of 

the MNC (see e.g. Maitland & Sammartino’s fortcoming 
article in JIBS) 
 

– However, rather than discovering and exploiting new 
business opportunities, their role is more related to 
formulating and implementing specific MNC design rules 
(e.g. Baldwin & Clark, 2000): 
 
• MNC architecture 
• International interdependencies 
• Standards 
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Panel: Where is the Individual in IB Research?  
Insights from the IB-Economic Geography Intersection 



My stand is that individuals are critical to enhance the 
transfer of knowledge from MNEs to industrial clusters 
and vice versa 

• Context: IB and Economic Geography, growing intersection 

• Focus on technology transfer and innovation  

• MNEs’ R&D  labs are great to generate knowledge  

BUT 

• Who does really transfer it into the local context?  

• Who contributes to MNEs’ absorption of local knowledge? 

 

Individuals! 
What makes individuals – vis a vis business firms - 
particularly good at transferring  knowledge? 

 



Have Feelings Like Social 
Networks 

Fear Social 
Monitoring

Bring Tacit
Experience

Span
Boundaries

Love Moving
Around



So, believe me, Individuals are important and 
deserve more attention from IB scholars! 

 

 

Thank You 



Does it Really Matter What 
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While I Believe Managers Matter, I Remain to be 
Convinced 

• Virtually all major aspects of management have embedded decisions 
models, whether we recognize this fact or not 
– However, we invariably short circuit the loop 

Environment Manager(s) Firm 

Choice Outcomes 

 How do we short circuit this? 

 Fit Models: Environment <−> Firm => Outcomes 

 RBV: Firms with Better Resource Portfolios Achieve Better Outcomes 

 Governance and TMT Models: Specific Structures and Mixtures of TMT Members Achieve 

Better Outcomes 

 Fundamentally nearly all of our theories fail to model the process, 

particularly the parts of the process that are excluded.  This may not 

matter but the burden of proof is on us to show that a reductionist (i.e., 

microfoundational) logic is unnecessary 



What Are Some of the Fundamental Issues? 
• In placing the manager at the center of our theoretical empirical 

models we open up a plethora of (a) interesting questions, (b) 
theoretical implications and (c) empirical complexities 

What is the form of the model?  

What is the most parsimonious 

characterization? (e.g., 

Compensatory, Lexicographic?) 

What is the most effective empirical 

model (e.g., random theoretic?) 

Does bias matter? 

What is the influence of organizational routines?  

How do these work to influence the structure of 

decision models and outcomes? 

How do organizations mitigate ‘cognitive bias’? 

What is a choice? 
What is a choice? 

What is Outcome = g(Choices)? 

How do we integrate 

environmental 

opportunities and 

constraints? 

How do we integrate 

individual level 

covariates?  e.g., are 

some managers better? 

Environment Manager Firm 

Choice Outcomes 



Initial conclusions (1) 

• On the quantity-related question:  the individual matters a 
lot, but the importance to be attached to this level depends 
upon the size of the firm (INV versus large MNE) and the point 
in the firm’s life cycle (e.g., at inception versus maturity) 

• Non-linear trajectory of the individual’s role over time:  
founding entrepreneur’s traits become institutionalized in 
routines and organizational culture, but in times of crisis the 
individual becomes more important again 

• External networks (business groups; clusters) can affect the 
role of the individual 

• Inserting the ‘manager’, e.g., impact of CEO or TMT members’ 
traits, in ‘partial models’ is very problematic for the quality 
and relevance of empirical work, especially in IB  



Initial conclusions (2) 

• On the ‘individual qualities’-related question: Possibly a 
rich research agenda for IB (somewhat similar to the cross-
cultural research stream in IB studies; work on expatriates, 
etc.) 

• On the ‘nature of man’ question: ultimately the most 
important question for research and managerial practice 
(dispositional view enriched with impact situational context 
elements?).  Consensus on ‘bounded rationality’, but not 
on much more…  

• But: the ‘nature of man’ is critical to predicting the 
outcome of managerial interventions and governance 
choices (e.g., usage of professional managers to facilitate 
the international expansion of family firms) 

 
 


