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Understanding resource commitment to R&D in multinational 

enterprises: A novel conceptual framework 

 

Abstract  

Purpose - This paper introduces and advocates the concept of resource commitment to better understand 

multinational enterprise (MNE) Research and Development (R&D) behavior.  

Design/methodology/approach - Adopting a theory adaptation research design, this paper assesses the 

characteristics and antecedents associated with varying resource commitment positions. It does so in relation 

to MNE R&D activities, considering their importance to firm competitiveness and the recent increases in the 

number of locations and innovative activities a firm might choose to invest in. 

Findings - The paper presents a framework showing that differences in resource commitment are more 

nuanced than expected. The evaluation of antecedents shows that the external environment, the purpose of 

R&D activities, and firm experience influence the resource commitment position of a firm’s R&D activities.  

Originality/value - The paper provides a pathway toward understanding of MNE R&D behavior, explaining 

observable differences in resource and commitment levels of R&D units. The presented framework offers 

MNE managers insight into when to adopt which resource commitment positions. It offers policymakers 

insights into the type of activities and the companies they need to attract to maximize the added value of firm’s 

investments in their country/region. 

Keywords Multinational Enterprise, Resource Commitment, Research and Development, Resource-based 

view 

Paper type Conceptual paper 
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1. Introduction 

What are the determinants of resource commitment to research and development (R&D) activities by 

Multinational Enterprises (MNEs)? Answering this question is perhaps more important than ever, considering 

the increasing rate of technological change in most industries), the increasing number of attractive science and 

technology locations, the correspondingly broader geographical dispersion of corporate R&D (Cantwell and 

Iammarino, 2003; Duga and Studt, 2006; Guimón, 2013), and the inherent limits of firm resources. Moreover, 

existing research asserts that MNE resource commitment can facilitate the process of acquiring knowledge and 

can improve innovation performance (Isobe et al., 2000; Kanwal et al., 2017).  

Despite the importance of resource commitment, the literature has paid limited attention to the 

determinants of resource commitment to MNE R&D activities. This despite observable differences in resource 

and commitment levels of R&D units. Instead, scholars have focused mostly on classifying MNE R&D units 

based on criteria such as underlying motives, geographical scope, complexity, relationships between units, and 

level of technological competence (Gammeltoft, 2006; Perri, 2015). The use of such criteria has resulted in 

many typologies of R&D activities (for an overview, see Medcof, 1997), focusing mainly on the many ‘shapes’ 

of MNE R&D activities and not on the different sizes (resources) and levels of commitment of MNE R&D 

units. Some existing work does examine how the resource commitment intensities and patterns are influenced 

by environmental conditions (Liedong et al., 2020; Luo, 2004), entry strategy (Gollnhofer and Turkina, 2015; 

Johanson and Vahlne, 1990, 1977; Nadkarni and Perez, 2007), and subsidiary initiatives (Birkinshaw and 

Morrison, 1995; Lee et al., 2019). However, most of this work is limited to the firm level or to specific 

conditions.  

This paper evaluates the concept of resource commitment, assessing the characteristics and antecedents 

of resource commitment related to R&D activities. It argues that the main factors that shape R&D resource 

commitment positions are: (1) the purpose of the R&D activity, (2) the external environment, and (3) 

international and local experience. Together these three factors provide a framework explaining the resource 

commitment of MNE R&D activities. The framework is also a response to the call to further our thinking on 

the influence of contextual factors on subsidiaries’ characteristics (Nguyen, 2011). By seeking to introduce a 
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new theoretical lens, this paper adopts a theory adaptation research design. This is a common design for a 

conceptual paper (Jaakkola, 2020).  

Overall, this paper makes several contributions. By clearly delineating resource commitment, the paper 

builds on the literature (e.g., Ghemawat, 1991; Ghemawat and Del Sol, 1998; Maitland and Sammartino, 2009) 

and provides scholars a better understanding of MNE R&D behavior by explaining the difference between 

R&D resource commitment positions. In addition, the paper enables new research on the consequences of 

different positions to firms and locations, which is of interest, considering the importance of resource 

commitment, as emphasized by the resource-based view. Finally, the framework generates insights that are 

valuable both to MNE managers and to policymakers. MNE managers may use the framework to establish 

what resource commitment position would be most appropriate, and policy-makers can gain insight regarding 

the type of activities and the companies they need to attract to maximize the added value of a firm’s investments 

in their country/region. 

 

2. Theoretical foundation 

2.1 Existing research 

A broad range of existing research addresses the link between resource commitment on the one hand and 

organizational dynamics and market conditions on the other. Factors that are shown to influence resource 

commitment include: entry strategy (Gollnhofer and Turkina, 2015; Johanson and Vahlne, 1990, 1977; 

Nadkarni and Perez, 2007; Pedersen and Petersen, 1998), global value chain integration (Gupta and 

Govindarajan, 1986), environmental conditions (Liedong et al., 2020; Luo, 2004), firm’s owner’s personalized 

motivations (Hermans and Borda Reyes, 2020), and subsidiary initiatives (Birkinshaw and Morrison, 1995; 

Lee et al., 2019). However, most studies that link these factors to resource commitment limit themselves to the 

firm level; They thus fail to adopt the resource commitment concept, which would provide a more nuanced 

understanding of business functions (such as R&D). In addition, many studies that purport to use the concept 

do not adequately define it, or, even more problematic, equate resource commitment to ‘resource allocation’, 

thus measuring only half of the concept. The resource commitment concept, properly understood, refers to the 
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product of (1) the amount of resources allocated and (2) the level of irreversibility of these resources 

(commitment).  

 

2.2 Resource-based view and R&D internationalization 

The importance of resource commitment is anchored in the resource-based view (RBV) of the firm. The RBV 

emphasizes the importance of resources in creating value for firms (Barney, 1991; Grant, 1991; Wernerfelt, 

1984). It perceives firms as a “collection of productive resources” (Penrose, 1959, p. 24) and argues that firms 

that effectively create, apply, and (re-)allocate their resources are thereby able to create a (sustained) 

competitive advantage (Barney, 1991). In other words: a firm that can match and commit resources to specific 

innovative activities may achieve superior performance. R&D activities (basic research, applied research, and 

development) are important contributors to the learning process that characterizes such innovative activities 

(OECD, 2015).  

In this view, it seems ‘natural’ for firms to locate their activities where resources are, such that they can 

add value to firms’ existing firm resources and operations. This implication of the RBV is in line with 

Dunning’s discussion of asset-seeking locational advantages (e.g., Dunning, 2001), and our understanding of 

MNEs as pursuers of global learning, knowledge acquisition, and upgrading (Yves L. et al., 2001). In the 

context of R&D internationalization, MNEs will (re-)locate some of their R&D activities to geographical 

locations based on the resources present in those locations (Ervits, 2018; Mudambi, 2008). The increasing 

geographic dispersion of knowledge and technological innovation is thus considered one of the main drivers 

of the internationalization of MNE R&D activities (Cantwell, 1995; Castellani, 2018). 

The internationalization of R&D allows firms to develop knowledge using both internal and external 

networks (Castellani and Zanfei, 2006). Firms that are able to tap into different knowledge stocks by utilizing 

external networks with other firms and knowledge institutes in host locations can achieve competitive 

advantages that other firms will find difficult to duplicate or imitate, much less surpass (Kogut and Zander, 

1993; Martin and Salomon, 2003). Strong internal networks, on the other hand, enable MNEs to successfully 

recombine knowledge from their different locations and to build upon or extend their technological 

competencies through internally coordinated learning processes (Cantwell, 1995). These internal networks 



6 

 

make technological accumulation within the firm possible and thus explain why technology is developed in 

international networks, rather than in separate units (Cantwell, 1989).  

The internal and external generation, absorption, and transmission of knowledge is crucial to the 

extraction of economic value from an MNC’s increasingly dispersed R&D activities. These capabilities are 

referred to in the literature as ‘dynamic’ capabilities, as they enable firms to create, deploy, integrate, and 

upgrade resources in pursuit of sustained competitive advantages in the ever-changing global marketplace 

(Luo, 2002; Teece et al., 1997). In other words, competitive advantages of firms stem not only from their 

distinctive resources (or from the resources available to them by internationalizing), but also from the manner 

in which firm resources are deployed (Luo, 2004). This speaks to the importance of resource commitment.  

 

2.3. Different resource commitment positions 

The large variety of internationalized MNE R&D activities and organizational forms reflect the fact that MNEs 

have the freedom to adapt the manner in which resources are deployed. Penner-Hahn (1998) identifies three 

basic types of R&D activities: controlled research, collaborative research, and funded research. Even though 

these categories are rather broad and non-mutually exclusive, they may be used to indicate the adoption of 

different resource commitment positions. R&D activities within the three categories differ in terms of firm 

ownership, financial involvement, and day-to-day involvement of the firm.   

Controlled research can either be acquisitions or Greenfield investments that include anything from large 

R&D centers to so-called ‘listening posts’. Listening posts are focused on monitoring scientific and 

technological developments in a specific location and are usually limited in size (Gassmann and Gaso, 2005). 

Generally speaking, controlled research activities involve relatively high levels of ownership and firm 

‘involvement’. Collaborative research projects may involve the exchange of information on products, 

technologies, and/or regulatory affairs in public-private partnerships or the participation of a firm’s employees 

in a collaborative research activity. Collaborations can either be equity or non-equity based. Funded research 

projects are those in which a firm funds research at a university, independent research organizations and other 

firms (usually start-up companies) (Chatterji, 1996). Funding research in this way allows firms to sow many 

seeds with relatively small sums of money (Gulbrandsen and Smeby, 2005; OECD, 2009). Such projects 
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generally do not involve company research staff, but do require internal capability to evaluate results and 

assimilate promising technology.  

The need to take one or another resource commitment position (as implied by the variety of 

organizational forms) can partly be explained by resource constraints faced by MNEs. All firms operate under 

resource constraints and thus need to make resource commitment decisions regarding their R&D activities. 

Indeed, previous work describes how the stock of firm resources influences R&D activities (Del Canto and 

González, 1999; Cho and Kim, 2017). In addition, Dellestrand and Kappen (2011) state that, due to resource 

constraints, firms are less likely to allocate resources to all their positive net present value R&D projects.  

The following sections describe the main factors that influence MNE R&D resource commitment 

positions. First, however, the resource commitment concept is delineated.  

 

3. Characteristics of resource commitment 

Resource commitment is composed of two factors: (1) the amount of resources allocated to a specific location 

and (2) the degree of commitment (Johanson and Vahlne, 1977; Randøy and Dibrell, 2002). Both factors are 

further explored in this section, starting with a description of the different resources that firms may allocate to 

a location or activity. 

 

3.1 Resources 

Resources are all the factors firms use to produce their goods or services (Ghemawat and Del Sol, 1998). 

Resources can be divided into two categories: tangible and intangible resources. Tangible resources (also 

referred to as assets) include those factors containing financial or physical value (Galbreath, 2005). Intangible 

resources include those factors that are non-financial and non-physical in nature. Following Hall (1992), 

intangible resources are considered to fall into two subcategories: assets and capabilities. Assets (both tangible 

and intangible) are owned and controlled by the firm. Capabilities are intangible bundles of skills and 

accumulated knowledge exercised through organizational routines (Galbreath, 2005; Teece et al., 1997). The 

difference between intangible assets and capabilities is simplified by Hall (1992), who describes an intangible 
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asset as something the firm ‘has’ and referring to a capability as something the firm ‘does’. In reality, however, 

there appears to be a fine line between intangible assets and intangible capabilities. 

Approaching the concept from a different angle, several scholars have sought to classify resources in 

broader categories. Four frequently suggested resource categories are: (1) technological resources, (2) 

managerial resources, (3) financial resources, and (4) physical resources (Das and Teng, 1998; Hofer and 

Schendel, 1978). Some of these categories include both tangible and intangible resources. Table 1 below 

provides some categorized examples of resources that are related to R&D activities. Managerial resources have 

been changed into ‘human resources’ in Table 1 to also include employees, next to managers.  

 

----------------------------------------------- 

INSERT TABLE 1 ABOUT HERE 

----------------------------------------------- 

 

It is important to note that what constitutes high or low resource allocation cannot only be based on adding up 

the allocated resources from each of the categories described above. Resource allocation is also relative to the 

size of a firm’s global R&D network and its individual R&D units. An R&D unit of 15 people may be a 

relatively large investment for some MNEs, while this is a minor investment for firms with multiple large 

R&D centers across the world.   

 

3.2 Commitment 

The second factor of resource commitment is the degree of commitment, sometimes also referred to as the 

‘irreversibility’ of a resource allocation (Kulkarni and Ramamoorthy, 2005; Pedersen and Petersen, 1998). The 

irreversibility of deployed resources is often a consequence of asset/resource specificity (Teece, 1986; 

Williamson, 1985). Resources can either be specific to the firm employing them or to a particular application 

or use (a product, an activity, or a location) (Ghemawat and Del Sol, 1998). An asset is specific to a firm if its 

value to the firm exceeds its value to any other firm. An asset is specific to a usage if its value decreases when 
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a firm applies it differently or redeploys it to another activity or location. Thus, asset specificity refers to the 

presence of a significant level of sunk costs (Worthington, 1995). 

Firm-specific resources tend to be ‘sticky’ in the sense that there are significant costs involved in 

separating them from the firm that possesses them. The decision to invest or disinvest in them thus implies an 

irreversible commitment by the firm (Ghemawat and Del Sol, 1998). For example, a brand name is considered 

firm-specific and ‘sticky’.  

Usage-specific resources, on the other hand, tend to restrict a firm’s internal resource allocation. Both 

the characteristics of specific activities and/or locations may influence the allocation of usage-specific 

resources. For example, highly knowledge-intensive activities tend to be difficult to relocate due to the internal 

stickiness of knowledge (Szulanski, 1996). As another example, engineers (resources) in a firm’s central 

engineering department might be easily directed to development and production in other markets, but cannot 

always be profitably used there (Johanson and Vahlne, 1977). Their transfer would thus result in a lower 

economic value of these resources (engineers) to the firm: these engineers constitute a sunk or lock-in cost 

based on their usage-specificity. The maintenance of public-private partnerships is another activity-related 

example. Resources invested into the creation and management of such partnerships are to a large extent 

relationship-specific (usage specificity). Redirecting these relationship-specific resources could cause the firm 

to lose access to potentially relevant knowledge. Thus, these resources cannot be redeployed to alternative uses 

without the loss of value, resulting in irreversibility. A location-related example of usage-specificity is the 

irreversibility that may arise because of government regulations or institutional arrangements. For example, 

capital controls may make it impossible for investors to sell assets and reallocate their funds (Pindyk, 1991). 

This is expanded upon in Section 4.  

R&D investments are characterized by a high degree of asset specificity (Williamson, 1988). R&D 

activities tend to focus on the medium to long-term and are dependent on the firm’s past innovations (Malerba 

and Orsenigo, 1993). This dynamic is clearly expressed by the mean lag in returns from expenditures on R&D, 

which tends to be on the order of four to six years (Cohen and Levin, 1989).  

The above description and examples of asset specificity show that: the higher the asset specificity, the 

higher the degree of commitment, the less flexible an R&D unit is. This may result in over-commitment in 
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certain locations or in certain activities. In contrast, when asset specificity is low, resources can be applied 

relatively quickly to a large range of alternative uses without substantial costs or difficulty. Low asset 

specificity thus implies low commitment, or alternatively: high ‘resource flexibility’ (Sanchez, 1995).  

 

3.3 Resource commitment 

The preceding sections on ‘resources’ and ‘commitment’ (the two building blocks of resource commitment) 

show that differences in resource commitment are more nuanced than might be expected. For example, large 

investments (involving a relatively large amount of resources) are not necessarily specific to a use or a location 

and may thus be low-commitment in nature. Large investments in saleable equipment, for example, do not 

necessarily imply a strong commitment as the resources involved can easily be moved. Such ‘High resource, 

Low commitment’ investments can be placed in quadrant four of Figure 1 below. Figure 1 visualizes the 

different resource commitment positions that may be adopted by firms.  

 

----------------------------------------------- 

INSERT FIGURE 1 ABOUT HERE 

----------------------------------------------- 

 

An example of a ‘High resource, Low commitment’ investment is the shared research facility set-up by the 

Dutch-British MNE Unilever in Wageningen, The Netherlands. This facility houses expensive, specialized 

equipment that is shared with the local university and others. Equipment is replaced every 3–5 years in order 

to stay up-to-date. Funding for these replacements is provided by all involved partners. While the investments 

in this equipment represent a ‘high resource’ allocation, the firm’s commitment is relatively low as it can 

choose to opt out every 3–5 years.  

The third quadrant in Figure 1 refers to the allocation of a relatively low amount of low commitment 

resources (‘Low resource, Low commitment’). An example of such an investment is an R&D unit of Danish 

catalysis company Haldor Topsøe in Dalian, China. The company located 3 employees (‘low resource’) in 

Dalian, seeking to collaborate with the local university. However, within three years, the company moved their 
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employees to a newly established joint venture on the other side of China. This move shows the flexibility and 

thus ‘low commitment’ of the allocated resources. 

Quadrant one is home to activities that are low in resources but high in commitment (‘Low resource, 

High commitment’). The R&D unit of Danish wind power company Vestas in Dortmund, Germany may be 

placed in this quadrant. Vestas has approximately 17 R&D employees in Dortmund. While their number is 

relatively small, the unit in Dortmund has strong and important relationships with large local suppliers, 

indicating a high level of commitment.  

The final quadrant, number two, is home to R&D activities that require a large amount of dedicated 

resources (‘High resource, High commitment’). All large corporate R&D centers fit in this quadrant. An 

example of such a center is one of the main R&D hubs of oil and gas company Shell in Houston, USA. The 

Shell Technology Center Houston has 44 buildings housing around 2,000 scientists and engineers.  

Now that the components and characteristics of the resource commitment concept have been explored, 

the next section discusses the determinants of resource commitment positions. 

 

4. Antecedents of resource commitment  

Resource commitment positions of MNE R&D activities are mainly influenced by three factors: (1) purpose 

of the R&D activity, (2) the external environment, and (3) international and local experience. The relationship 

between these factors and both the amount of resources and the commitment levels are discussed below.  

 

4.1 Purpose of R&D activity  

Resource commitment is shaped partly by the underlying ‘purpose’ of the specific R&D activity that the firm 

seeks to perform. Broadly speaking, R&D activities may serve two types of purposes: exploitation and 

exploration (March 1991; Kuemmerle 1997). The purpose of exploitative activities is to achieve refinement, 

efficiency, production, and execution benefits (Benner and Tushman, 2003). They are primarily concerned 

with the local adaptation of existing processes and products, and the creation of peripheral products (Cantwell 

and Piscitello, 2000; Gammeltoft, 2006). These activities are thus less related to research (in a strict sense) and 

more to design, development, and/or engineering (Gammeltoft, 2006). The aim of explorative R&D activities, 
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on the other hand, is to augment a firm’s knowledge base (Cantwell, 1989; Florida, 1997). Thus, explorative 

R&D activities play a crucial role in the generation of new ideas and capabilities (Frost, 2001).  

It is important to note that the distinction between exploitation and exploration is often a matter of degree 

and should therefore be viewed as a continuum: R&D units (often) do not employ only one or the other. A 

firm’s ability to both exploit existing competencies and explore new opportunities is referred to in the literature 

as ambidexterity (Raisch et al., 2009). Moreover, the notion of exploration-exploitation is subject to relativity 

because it must be defined from the viewpoint of a given MNE or unit. After all, certain knowledge, 

technology, or markets may be familiar to one firm or R&D unit but new to another (Lavie et al., 2010).  

Both exploration and exploitation activities are essential for firms. Exploration without exploitation 

results in experimentation costs without the benefits, while exploitation without exploration may result in the 

loss of competitive advantage in the long term. While both types of activities are essential, they compete for 

scarce resources (Levitt and March, 1988; March, 1991). Over time, firms demonstrate a natural tendency 

towards exploitation (Chen and Katila, 2008). They become grounded in a series of common routines that 

facilitate the exploitation of existing skills/knowledge/products (Helfat, 1994). Such routines generally 

suppress a firm’s capacity to absorb new information by spelling out behavior that hinders searches for new 

ideas that diverge from prior learning (Hutzschenreuter et al., 2007). In other words: past exploitation activities 

in a given domain tend to make further exploitation in that domain even more attractive, because these efforts 

are believed to make more efficient use of existing intangible resources (Levinthal, 1995). This dynamic is 

also referred to as path dependency and resonates with the aforementioned built-in biases towards inertia that 

lead to irreversibility and hence to higher levels of commitment.  

Explorative activities, on the other hand, are less associated with common routines and inertia, and more 

with uncertain, distant, and often negative returns (March, 1991). The uncertainty associated with explorative 

activities lowers the likelihood of setting-up an explorative activity abroad, as opposed to an exploitative 

activity (Ambos and Ambos, 2011). In addition, this uncertainty causes lower levels of commitment (at least 

initially) to explorative activities. After all, high commitment constitutes an exit barrier, limiting the strategic 

flexibility of the firm in case no useful knowledge or partners can be found in a particular location, or in case 

useful relations have run their course. The need for flexible explorative activities is also highlighted by Geiger 
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and Makri (2006), who find that only enough ‘slack resources’ (resources that are readily available, as they 

are not in use) would provide firms with the flexibility needed for explorative activities.  

Looking at the amount of allocated resources per activity, the roles seem to be reversed. R&D activities 

that are generally small in scale (suggesting relatively few resources) are mostly exploitative in nature. These 

are (1) units focusing on adapting products, processes, and materials to foreign markets, and (2) units providing 

technical support to offshore manufacturing plants (Patel and Vega, 1999). Activities seeking to generate 

entirely new products and core technologies (explorative activities) tend to be large in size by Patel and Vega 

(1999). After all, such R&D units need relatively large, long-term investments of resources in order to conduct 

their research (Williams and Nones, 2009). Explorative R&D units also receive higher levels of autonomy 

(compared to exploitative units) (Cantwell and Mudambi, 2005), gaining a mandate or specific area of 

responsibility for the parent company. Such autonomy also comes with the required resources to launch or 

progress further in their work (Keupp, 2008). Not all explorative units have access to a (relatively) large 

amount of resources. Exceptions are units focused on monitoring scientific and technological developments 

(referred to earlier as listening posts). Although these are technically explorative activities, they are generally 

small in scale, as it would be illogical for firms to use high commitment levels just to identify knowledge. 

Based on the above discussion, the following propositions are formulated: 

 

Proposition 1(a):  Generally, more resources are allocated to more-explorative R&D locations 

than to more-exploitative R&D locations (‘monitoring’ explorative activities 

being an exception). 

Proposition 1(b):  Generally, more-exploitative activities maintain higher commitment than 

more-explorative activities. 

 

4.2 External environment 

Consistent with the concept of Location (L) advantages from the eclectic paradigm (Dunning, 1993), the 

external environment has an important influence on resource commitment positions. L advantages are a set of 
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complementary assets associated with a location (thus external to the firm) that are based on resources, formal 

and informal institutional structures, or other location-specific factors (Dunning, 1988, 1993, 2001; Narula and 

Santangelo, 2009).  

The (re)location of R&D activities requires a very strong offer of complementary L advantages. Firms 

display inertia when it comes to relocating their R&D activities, due to the nature of innovation (Narula, 2002), 

and the strategic long-term significance of R&D activities to the firm (Narula and Zanfei, 2004). In addition, 

centripetal forces such as economies of scale and concerns regarding control, communication, and security 

compel firms to limit the number of R&D locations (Pearce, 1989).  

Location advantages that attract R&D to peripheral sites are referred to as centrifugal forces. 

Exploitative and explorative R&D activities differ in terms of the importance of specific L advantages. 

Exploitative R&D activities, for example, are subordinate to the MNE’s market-seeking activities. They follow 

the location of other MNE activities, such as production and sales (Narula and Santangelo, 2012). Thus, 

exploitative activities are primarily determined by the same L advantages (mostly market-specific) that shape 

other MNE activities. Nevertheless, the availability of expert pools (e.g., highly qualified engineers, software 

developers, etc.) is an important factor for some exploitative R&D activities (Lewin and Peeters, 2006). 

Explorative R&D activities are influenced primarily by knowledge infrastructure-related L advantages 

and the L advantages that derive from other firm R&D activities based at the same location (Narula and 

Santangelo, 2012). The former relates to the presence of tertiary education institutes and public research 

institutes. The latter are also referred to as co-location advantages (Narula and Santangelo, 2012). Co-locating 

with other high-tech firms might provide access to appropriately skilled and experienced workers. In addition, 

co-locating offers the possibility of knowledge spillovers, as these are often spatially bounded (Malmberg et 

al., 1996).  

Location characteristics not only influence the location choice of MNE R&D activities; they also 

strongly influence MNE R&D resource commitment positions. These resource commitment positions may 

either be the result of firms’ decisions in light of perceived opportunities and risks that certain location 

characteristics offer, or they are the direct result of government regulations. The direct impact of government 

regulations on resource commitment positions may follow one of two paths. First, as shown by previous 
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studies, host country governments may require firms to upgrade their investments and to conduct R&D 

activities locally (Håkanson and Nobel, 1993). Such policies may lead firms to adopt resource commitment 

positions that they would otherwise not have adopted. An example of this would be Japanese policies to 

promote R&D and technology importation between the 1950s and the late 1970s. As a result of these policies, 

foreign firms felt the need to set-up local R&D units in Japan (resource allocation). While these policies have 

since been lifted, some firms still have R&D units in Japan (due to their aforementioned locational inertia), 

even though Japan might no longer be the ideal location for them. This reflects the high level of commitment 

of some of the allocated resources.  

Second, government regulations may adjust a firm’s commitment without (or despite of) firm decisions. 

In such cases, an adjustment in commitment is the result of a change in the potential redeployability (sunk 

cost) of resources due to changing government policies (Santangelo and Meyer, 2017). For example, changing 

government regulations regarding capital controls, exchange rate policy, or trade policy may affect a firm’s 

ability to sell assets or reallocate funds. 

Perceived locational risks and opportunities influence a firm’s resource commitment decisions more 

directly, as resource deployment is an important mechanism for balancing both risks and opportunities. After 

all, risk can be conceptualized as the product of uncertainty (in this case of the external environment) and the 

level of commitment undertaken in a specific location (Johanson and Vahlne, 1977). The uncertainty of an 

environment may be defined as the extent to which a location’s characteristics threaten the stability of business 

operations (Gatignon and Anderson, 1988). Two often-cited factors that influence uncertainty experienced by 

firms when locating their R&D activities are: (1) weak institutional environments and (2) weak knowledge 

bases of local competitors. Both of these factors may cause the ‘leakage’ of deployed resources, as weak 

institutional environments are less likely to provide strong protection of industrial and intellectual property 

rights, and weak local firms may copy propriety knowledge or recruit employees. Although local firms may 

possess a lower absorptive capacity (the capacity to recognize the value of new external information, assimilate 

it, and apply it (Cohen and Levinthal, 1990), MNEs may still fear potential leakages to such firms to be higher 

than potential knowledge inflows (Mariotti et al., 2010).  
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According to the conceptualization of risk, firms are expected to lower their level of commitment to an 

uncertain environment in order to minimize the risk of negative knowledge leakages (Gatignon and Anderson, 

1988; Luo, 2002; Williamson, 1985). Studies of MNE equity ownership levels support this argument, showing 

that as location risk increases, foreign firm’s level of commitment decreases (Ahmed et al., 2002; Henisz and 

Delios, 2001). However, some scholars argue that when expected benefits from opportunities are stronger than 

risks posed by the local environment, higher levels of commitment are necessary (Luo, 2000). The argument 

is that when factor markets are volatile and underdeveloped (causing uncertainty), firms need to commit their 

own resources in order to reduce their dependence on host location inputs (Luo, 2002). In such cases, 

commitment allows MNEs to obtain and maintain competitive advantages vis-à-vis local firms and other 

MNEs. In addition, commitment allows MNEs to mitigate the disadvantages of foreignness and newness 

(which include a shortage of market power, company image, and institutional support).  

Arguably, it is more difficult for firms that conduct more-explorative R&D activities to lower their 

dependence to host location input, as their success is linked in large part to their access to these inputs. It is, 

therefore, expected that explorative MNE R&D activities require lower environmental risks and larger 

opportunities to commit resources than is the case for exploitative activities.  

Potential opportunities not only affect commitment levels but also MNE resource allocation. After all, 

in trying to limit the firm’s dependence on host location inputs, the firm is bound to allocate more of its own 

resources. However, as the R&D investments in higher risk environments are expected to include mostly 

relatively small exploitative R&D activities (see Section 4.1), this suggests a relatively low amount of allocated 

resources to locations that pose (affordable) risks. The following propositions emerge from this discussion: 

 

Proposition 2(a):  A relatively low amount of R&D resources is allocated to locations with 

affordable risks, as R&D investments in these locations mostly include relatively 

small exploitative R&D activities. 
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Proposition 2(b):  More-explorative activities require lower environmental risks and larger 

opportunities to commit resources than is the case for more-exploitative 

activities. 

 

4.3 Experience 

It is a dominant view in MNE theories that MNE experience influences decisions about commitment levels 

and subsequent activities. Both experience with international activities in general and experience in a particular 

host location are argued to have a positive impact on resource commitment (Johanson and Vahlne, 1977; Li, 

1995; Wells, 1998). These two types of experience may be linked to external and internal networks that 

promote knowledge development.  

From an evolutionary perspective, location-specific experience (knowledge about and experience in a 

host location) facilitates the gradual increase of an MNE’s local resource deployment (Chang, 1995; Kogut, 

1983). This is related to the effect of locational uncertainty (as described in Section 4.2), as firms that have 

experience in a specific local market perceive such familiar markets as less uncertain (Delios and Henisz, 

2003). After all, they are already familiar with the local consumer (relevant for exploitative R&D activities), 

formal and informal institutions, and local actors. Experience with local actors has been shown to be a result 

of prior R&D experience in a specific location, and to facilitate networking and social proximity (Blanc and 

Sierra, 1999).  

As a result of increased local familiarity, firms are more prepared to assume higher commitments in and 

allocate more resources to the location in question (Chang and Rosenzweig, 2001). In addition, firms with 

local market experience have developed the capability to operate in that specific market, making it easier for 

them to deal with increasing levels of commitment and resources (Gao and Pan, 2010).  

Experience gained in a location is not necessarily location-bound. Experience with how to interact with 

external actors, how to deal with foreign institutions, and experience with high resource commitment 

configurations, may also be used elsewhere. Local experiences, therefore, help build a firm’s international 

experience. It could be argued that experience is in fact a firm-specific resource (capability) in itself, being a 

valuable, unique and hard-to-imitate resource (Peng and York, 2001). Experienced MNEs are able to transfer 
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this capability (their knowledge about how to operate foreign activities) across national borders (Petersen and 

Pedersen, 1999). This body of knowledge influences the allocation of resources and their commitment level, 

as firms become more confident about their ability to deal with uncertainty, the liability of newness, and/or the 

liability of foreignness. The relationship between international experience and R&D resource commitment is 

hinted at by Penner-Hahn (1998), who suggests that firms with foreign market knowledge perceive lower 

barriers to foreign R&D and therefore tend to establish high commitment R&D activities (collaborative and 

controlled activities as opposed to sponsored activities). Based on the above discussion, the following 

propositions are formulated: 

 

Proposition 3(a):  Both international and local experience positively influence resource allocation. 

Proposition 3(b):  Both international and local experience positively influence commitment 

levels. 

5. Discussion 

The previous sections support the idea that resource commitment positions of MNE R&D activities are 

influenced by (1) the purpose of the R&D activity, (2) the external environment, and (3) the international and 

local experience of the MNE. Together, these three factors provide a framework (see Figure 2) explaining the 

resource commitment of MNE R&D activities. It is argued that, generally, more resources are allocated to 

more-explorative R&D locations (1) than to more-exploitative R&D locations (2). At the same time, more-

explorative activities are argued to maintain lower commitment (3) than more-exploitative activities (4). It is 

also argued that R&D investments to locations with affordable risks are dominated by relatively small 

exploitative R&D activities, indicated a low amount of allocated R&D resources (5, 6). Furthermore, 

explorative activities require lower environmental risks and larger opportunities to commit resources than is 

the case for exploitative activities (7, 8). Finally, it is argued that both international and local experience 

positively influence resource allocation (9, 10) and commitment levels (11, 12).  
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----------------------------------------------- 

INSERT FIGURE 2 ABOUT HERE 

----------------------------------------------- 

 

5.1 Contributions 

The above framework allows us to understand why MNE R&D units adopt certain resource commitment 

positions. By breaking down the resource commitment concept into its constituent parts (resources and 

commitment), the framework builds on the literature concerning resource commitment (e.g., Ghemawat, 1991; 

Ghemawat and Del Sol, 1998; Maitland and Sammartino, 2009) and provides scholars with a better 

understanding of MNE behavior. Besides offering insight into R&D resource commitment positions, the 

framework enables thinking about R&D units’ resource commitment in general. This paves the way for new 

research on the consequences of different positions to firms and locations, which is of interest considering the 

importance of resource commitment, as emphasized by the resource-based view.  

Further, the framework offers MNE managers a tool they can use to establish what resource commitment 

position would be most appropriate, considering the type of activity, potential and risk associated with the 

proposed location, and the firm’s experience. For example, lower risks (e.g., improved intellectual property 

rights) and/or improved opportunities (e.g., enhanced local competencies) may drive managers to reconsider 

their R&D resource commitment position. This could entail an increase or decrease in resources or a change 

in commitment levels (or both). For example, in the case of lower risks and bigger opportunities, firms could 

set up collaborations with local actors. This would increase commitment while keeping resource levels 

relatively unchanged, making the firm less flexible, but allowing it to access more local knowledge.    

Finally, policy-makers concerned with knowledge-intensive clusters and/or boosting the knowledge-

intensive economy may also benefit from the R&D resource commitment framework. Policy-makers are, 

arguably, most interested in attracting high commitment R&D activities. Such activities are less likely to be 

relocated or to be discontinued, potentially providing added value to the (local) economy over a longer period 

of time (compared to lower-commitment activities). The R&D resource commitment framework provides 

policy-makers insight in the type of activities and the companies they need to attract to maximize the 



20 

 

commitment level of new investments. It shows, for example, that exploitative activities are generally more 

committed than explorative activities and that firms with existing local experience are more likely to be more 

committed to a location.  

 

5.2 Limitations and future research 

This paper is presented as a first step in thinking about resource commitment as concept that enables more 

nuanced understandings of MNE R&D internationalization behavior. The major limitation of this work is that 

it is purely conceptual; it offers a roadmap for the development of a theoretical framework and propositions 

for further testing, but in itself does not achieve those milestones. At least three directions for future research 

are identified here. Firstly, there is a need to better understand MNE innovation networks in terms of resource 

commitment and to conduct empirical studies to determine the strength of the relationships identified in this 

paper. Secondly, while the discussion in this paper might imply a rather static view of resource commitment, 

it would be interesting to determine whether there are specific patterns in resource and commitment levels over 

time. The third, and final, suggestion would be to identify the effects of different resource commitment 

positions on host locations.  

 

6. Conclusion  

This paper has sought to evaluate the concept of resource commitment and use the concept to better understand 

differences between global MNE R&D activities. It breaks down the resource commitment concept into its 

two building blocks: resources and commitment. In so doing, it corrects the misunderstanding that resource 

commitment is the same as ‘resource allocation’. The subsequent discussion highlights three main factors 

(antecedents) that are argued to influence the resource commitment positions of MNE R&D activities. These 

are: (1) the purpose of the R&D activity, (2) the external environment, and (3) international and local 

experience of the MNE. Based on these antecedents, a novel framework is presented that is able to explain the 

observable differences in resource and commitment levels of R&D units.  

Understanding R&D resource commitment is crucial for firms as it impacts firm embeddedness 

(Kuemmerle, 1997), innovation, and performance (Isobe et al., 2000; Kanwal et al., 2017). MNE managers 
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who use the framework presented can strike a balance between commitment and flexibility in their R&D 

activities to achieve these benefits. It provides them with a clear understanding of the factors and relationships 

that come into play when determining resource commitment to R&D activities. It also provides policy-makers 

insight into the type of activities and the companies they need to attract to maximize the added value of firm’s 

investments in their country/region.  
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