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Abstract

Although social innovation can help multinational enterprise (MNE) subsidiar-
ies create social value for developing countries, they often encounter significant
challenges in successfully implementing social innovation projects. This research
applies the knowledge-based perspective to propose and test a theoretical framework
to explain why MNE subsidiaries differ in their ability to pursue social innovation
successfully in a developing country. The framework contends that MNEs’ relation-
ship learning contributes to social innovation variability under varying levels of
subsidiary autonomy and mode of entry. Analysis of primary data collected from
207 subsidiaries of MNEs operating in Ghana shows that relationship learning has
a positive relationship with social innovation. Further analysis reveals that subsidi-
ary autonomy enhances the positive association between relationship learning and
social innovation, and that this moderating effect is stronger for subsidiaries with
equity entry mode as opposed to non-equity entry mode. These insights advance the
limited understanding of the antecedents of MNEs’ social innovation in develop-
ing countries and offer guidance on how MNE subsidiaries can successfully pursue
social innovation interventions in a developing country.

Keywords Relationship learning - Social innovation - Subsidiary autonomy - Entry
mode choice - Ghana

1 Introduction

Sub-Saharan African countries offer under-tapped resources and cheap labor, com-
bined with burgeoning consumer markets, making them attractive to multinational
enterprises (MNESs) seeking growth and prosperity (The Amankwah-Amoah et al.,
2018; Economist, 2019). As a result, the region has become increasingly appealing
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to a wide range of MNEs (Ewalefoh, 2022; Osabutey & Jackson, 2019; Yakovleva
& VazQuez-Brust, 2018). Nonetheless, like in many developing countries, these
markets face numerous grand challenges, including extreme poverty, hunger, health
issues, climate-related disasters, and modern slavery (Fernhaber & Zou, 2022;
George et al., 2016). Developing countries lack critical resources, such as finance,
human capital, and technology, to address these complex challenges. Therefore,
although MNEs are frequently perceived as contributors to sustainability challenges
in these countries (Gutiérrez & Vernis, 2016; Yakovleva & VazQuez-Brust, 2018),
there is a growing expectation for them to actively engage in social innovation to
generate social value within these nations (Fernhaber & Zou, 2022; Lind et al.,
2022; Dionisio & de Vargas, 2020). For example, Zipline operates in seven African
countries, such as Ghana, Rwanda, and Kenya, implementing innovative solutions
to improve healthcare and food accessibility, create economic opportunities, and
reduce carbon emissions (Oke & Nair, 2023; Zipline, 2023).

Social innovation, defined as innovative activities and services aimed at address-
ing social needs (Mulgan, 2006), contributes to societal well-being and can enhance
shareholder value (Canestrino et al., 2015; Herrera, 2015). However, not all social
innovation projects succeed, with some projects failing to meet the needs and expec-
tations of stakeholders, including beneficiaries (Chandra et al., 2021; Seelos & Mair,
2016; Brown & Wyatt, 2010). Consequently, MNEs recognize the significance of
collaborating with stakeholders to design and execute effective social innovation
initiatives (Fernhaber & Zou, 2022; Lind et al., 2022). Nevertheless, establishing
these relationships can pose challenges and entail costs due to their intricate and
ever-changing nature (Boso et al., 2023). For instance, in sub-Saharan African
countries like Ghana, MNEs must establish networks with a diverse array of local
institutions, including local community leaders, religious figures, national political
leaders, and regulatory bodies, each having unique and evolving expectations and
demands (Amankwah-Amoah et al., 2022a, 2022b; Boso et al., 2023). Therefore,
it becomes essential for MNEs to prioritize the process of relationship learning (Li
et al., 2020) when embarking on social innovation projects (Gutiérrez & Vernis,
2016; Lind et al., 2022). Relationship learning (RL) denotes the extent to which
MNE:s exchange information, engage in joint problem-solving initiatives, and adapt
their interactions with relevant stakeholders (Fang et al., 2011; Bryan Jean & Sinko-
vics, 2010).

While some empirical research suggests that RL can enhance innovation (Her-
nandez-Espallardo et al., 2018; Bryan Jean & Sinkovics, 2010), other studies indi-
cate that its impact on innovation depends on context-specific factors (Zhu et al.,
2018). Furthermore, while extant literature recognizes RL as vital for MNEs to
overcome liabilities of foreignness and outsidership in foreign markets (Li et al.,
2020), there is a scarcity of theoretical models and empirical analyses regarding the
roles and boundary conditions of RL in driving MNE social innovation. Accord-
ingly, this study proposes and tests a framework that details how and when RL can
drive social innovation among MNE subsidiaries in a sub-Saharan African coun-
try, Ghana. We argue that, through ongoing engagement with stakeholders, MNEs
can learn from their long-term partnerships, networks, and alliances, which can
subsequently lead to successful social innovations (Pittaway et al., 2004; Rydehell
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et al., 2019). Additionally, we extend our RL—social innovation model by examin-
ing the moderating roles of subsidiary autonomy and the entry mode choices of
MNESs. We contend that subsidiary autonomy, uniquely and in interaction with type
of MNE entry mode, moderates the relationship between relationship learning and
social innovation. Both subsidiary autonomy and the choice of entry mode are cru-
cial characteristics of MNEs that drive their competitiveness in host markets (Galli
Geleilate et al., 2020), yet the extent to which they function to drive social innova-
tion in host markets is unclear. We argue that the link between RL and social innova-
tion is influenced by subsidiary autonomy, with this influence varying depending on
whether the subsidiary is wholly owned or a joint venture.

We test our argument by using primary data gathered from 207 subsidiaries of
MNESs operating in Ghana. The study’s findings contribute to the MNE social inno-
vation literature in two important ways. First, the study identifies RL as a crucial
source of heterogeneity in MNE subsidiary social innovation. Specifically, it demon-
strates that learning from local relationships and collaborations drives MNESs’ social
innovation. This insight expands knowledge of the determinants of social innova-
tion. Second, the study sheds novel insights into the boundary conditions of the rela-
tionship between RL and social innovation by revealing how subsidiary autonomy,
independently and jointly with entry mode, moderates the relationship. The study
demonstrates that RL benefits social innovation more when there is strong subsidi-
ary autonomy and the entry mode choice is predominantly equity.

The structure of this paper is as follows: the subsequent section provides a theo-
retical background and hypotheses that explain the relationships among RL, subsidi-
ary autonomy, entry mode, and social innovation. Next, the research methodologies
employed for sampling, data collection, and analysis are described. The findings are
then presented, followed by a discussion on the research and practical implications
of the findings. The paper ends with research limitations and directions for future
research.

2 Theory and Hypotheses
2.1 Knowledge-Based Perspective

As shown in Fig. 1, we draw on the knowledge-based perspective to theorize that
MNE subsidiaries’ RL contributes to social innovation, especially when they
have more autonomy and adopt an equity-based entry mode. The central tenet of
the knowledge-based perspective suggests that knowledge is the most strategi-
cally important firm resource and as such its accumulation and utilization can ben-
efit organizational outcomes (Amankwah-Amoah et al., 2022a, 2022b; Arend et al.,
2014; Grant, 1996, 2015). Knowledge can be classified as codified, easily captured
and shared, or tacit, which requires more externalization and deep engagement with
stakeholders to appropriate and share (Reilly et al., 2023). Knowledge is, therefore,
salient for both firms seeking to internationalize and MNEs already operating within
the domain of international markets. We theorize that RL is a crucial mechanism
through which MNE subsidiaries can acquire and leverage critical knowledge about
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Fig. 1 Conceptual framework

their host country’s social problems and generate innovative solutions for addressing
such problems.

Not only can RL contribute to knowledge acquisition, it can also provide a foun-
dation for MNE subsidiaries to embed themselves in and extract value from exter-
nal networks. The embeddedness concept contends that subsidiaries are internally
embedded in corporate relationships with their headquarters and externally embed-
ded in local networks, enabling subsidiaries to access resources potentially avail-
able from the local environment (Meyer et al., 2020; Achcaoucaou et al., 2014). By
extension, this concept suggests that subsidiaries can assimilate knowledge through
relational learning from their local networks for onward transfer to the headquar-
ters or other MNE sub-units. The evidence in the literature further points to the fact
that MNE subsidiaries that maintain frequent interaction with multiple firm internal
and external linkages were found to have developed the highest levels of innovative
capabilities (Hansen et al., 2020; Ciabuschi et al., 2014).

The depth of a subsidiary’s external embeddedness within its business network
was found to be positively associated with innovation-related outcomes (Ciabuschi
et al., 2014). Greater external embeddedness can help subsidiaries evaluate the
needs and requirements of their local markets and share innovation-related interests
to a greater extent. Subsidiaries can be embedded in various spheres of the local
environment that transcend the business networks to include networks with non-
market actors (e.g., local community opinion leaders, religious leaders, and local
and national politicians) (Boso et al., 2023). These facets of external embeddedness
can facilitate a subsidiary’s ability to assimilate knowledge from its suppliers and
customers to generate not only local but also global innovations (Meyer et al., 2020).

Murphree et al.’s (2022) study on how MNE subsidiaries operating in a periph-
eral region source knowledge further amplifies the importance of knowledge acqui-
sition from a subsidiary’s local environment. They argue that, irrespective of the
depth of a subsidiary’s corporate embeddedness, which guarantees it access to
global knowledge channels, local sources may still be preferred when the knowledge
to resolve specific technological challenges can only be found locally. The import
of their study, like others in the extant literature, gives emphasis and credence to
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external sources of knowledge as an important determinant of MNE subsidiary suc-
cess in host markets (Hansen & Lema, 2019; Hansen et al., 2020; Ciabuschi et al.,
2014).

Hansen et al. (2020) affirm that subsidiaries can advance to higher levels of
innovative capabilities to the extent to which they deliberately devote resources to
learning. Organizational learning is an important component of knowledge acqui-
sition (Huber, 1991). The extant literature asserts that multinational subsidiaries
can acquire knowledge from outside the firm’s boundaries, from its customers, col-
laborators, and host countries’ environment, and this can be expected to enhance
its innovativeness (Fu et al., 2018; Park, 2012). However, the mere exposure that a
subsidiary has to external knowledge does not guarantee that learning takes place
(Meyer et al., 2020). Rather, a more curated long-term relationship in the firm’s
daily routine is a critical foundation for effective learning (Hansen et al., 2020; Park,
2012). Extant literature highlights a host of factors that can determine the efficacy
and benefits of MNE subsidiaries’ RL: human resource management practices, sub-
sidiary absorptive capacity, relational capital, knowledge transfer capacity of MNEs’
collective learning routines (Meyer et al., 2020; Park, 2012; Hansen et al., 2020).
This research analyzes subsidiary autonomy and entry mode as important contin-
gencies in the link between RL and MNE subsidiary social innovation.

2.2 Relationship Learning and Social Innovation

RL, as a component of organizational learning, is defined as ““a joint activity between
a supplier and a customer in which the two parties share information, which is then
jointly interpreted and integrated into a shared relationship-domain-specific memory
that changes the range or likelihood of potential relationship-domain-specific behav-
ior” (Selnes & Sallis, 2003, p. 80). RL manifests through sharing information, joint
sense-making, and developing relationship-specific memories (Bryan Jean & Sinko-
vics, 2010; Selnes & Sallis, 2003). These aspects of RL can contribute to social
innovation, as successful social innovation projects require MNE subsidiaries to
deploy boundary-spanning activities that foster new interactions that integrate insti-
tutionally diverse organizations, individuals, and communities (Crupi et al., 2022).

Through the process of learning, MNEs subsidiaries are able to identify and
develop novel solutions or imitate existing solutions that are relevant to the needs
of the local market. This learning can serve as an information-processing system
that helps MNE subsidiaries continually gather and analyze pertinent information
from their interactions with stakeholders, allowing them to implement measured
responses to local communities’ problems.

Further, by learning from local relationships and collaborations, MNE subsidiar-
ies are able to transfer distinctive and privileged local market information to their
decision-making processes, which can subsequently lead to more innovative out-
comes. Through building such closely-knit collaborations with their respective host
market partners, MNE subsidiaries can leverage the social capital to keep adjusting
their understanding of the end-user needs, new market segments and opportunities
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for diversification (e.g., social innovation market), which can help suppliers develop
better products and services (Bryan Jean & Sinkovics, 2010).

From a stakeholder theory perspective, Segarra-Ofa et al.’s (2017) study found
that the social innovation orientation within a company is influenced by both pro-
cess and product-oriented innovation activities. They argue that the source of ideas
for these two key innovation-oriented activities of process and product innovation
can be traced to information sources derived from the firms’ close environment, par-
ticularly through customer—supplier exchange relationships. Their findings suggest
that social innovation can be generated through the RL sub-process of information
sharing. Thus, MNEs and their subsidiaries’ ability to adapt social innovation busi-
ness models will be predicated on the depth of their relational learning capabilities
from the various local markets they operate in.

The above arguments and analyses imply that RL can enable MNE subsidiaries to
generate critical knowledge resources from local stakeholders to design and execute
social innovation projects that meet the expectations of intended end-users (Selnes
& Sallis, 2003). Accordingly, this study hypothesizes that:

H1: Relationship learning has a positive relationship with social innovation.
2.2.1 The Effect of Subsidiary Autonomy

Subsidiary autonomy is the level of empowerment or authority granted to subsidi-
aries to make strategic and operational decisions (Chiao & Ying, 2014). The goal
of granting autonomy to subsidiaries is to improve their efficiency, flexibility, and
responsiveness in dealing with the affairs of the host market (Gammelgaard et al.,
2012). Even so, subsidiary autonomy depends on the scope of value activities and
decisions that subsidiaries are permitted to make, as well as the scale of decision-
making power that they wield for undertaking scope activities (Chiao & Ying, 2014;
Gammelgaard et al., 2012; Kawai & Strange, 2014). Nonetheless, Chiao and Ying
(2014) argue that the extent to which a subsidiary’s autonomy can be determined
as high or low is reflected in how much scope and scale it has for actioning value
activities.

According to Gammelgaard et al. (2012), a subsidiary’s autonomy is high when
that subsidiary is imbued with the power to primarily make operational and/or stra-
tegic decisions. This implies that subsidiaries have more managerial control over
how they leverage firm-specific resources to engage in decision-making, and pursue
local strategies including the adoption of social innovation business models (Kawai
& Strange, 2014). Similarly, subsidiaries that are independent and have very strong
external networks (with local networks and partners) can build social capital and
tacit knowledge that enhance the efficacy of their RL activities. Furthermore, strong
autonomy can enable MNE subsidiaries to rapidly and effectively modify RL initia-
tives to react to changes in social problems and find the answers required to address
such issues (Chiao & Ying, 2014; Gammelgaard et al., 2012). Contrastingly, where
autonomy is low, subsidiaries may face greater difficulties in leveraging RL to adapt
to changing conditions in host markets (Kawai & Strange, 2014).

@ Springer
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It is conventionally argued that social innovation processes originate from within
cross-sector collaborations among institutionally diverse organizations, where the
goal is to co-create value in new products and services (Lind et al., 2022). Thus, a
high level of subsidiary autonomy can complement the learning derived from these
collaborations to drive social innovation. Furthermore, social innovation mostly
involves multilateral networks of actors which develop and sustain new and innova-
tive services (Lind et al., 2022). Particularly, Chiao and Ying (2014), in their study
on the role of a subsidiary’s internal and external networks in MNC success, find
that subsidiaries that can maintain stable exchange relationships with external stake-
holders can acquire the requisite knowledge resources through the external network.
However, in instances where subsidiary autonomy is low or non-existent, the focal
subsidiaries may not be able to effectively form networks or collaborate with local
partners.

Put together, we contend that subsidiaries with high autonomy that have devel-
oped strong local relationships through RL may be more able to engage in more
socially innovative activities that are relevant to the needs of the community within
which they operate. Formally, we hypothesize that:

H2: Subsidiary autonomy moderates the link between relationship learning
and social innovation, such that the link is more positive in autonomous sub-
sidiaries.

2.2.2 The Effect of Entry Mode Choice

The international business literature outlines two paths of internationalization for
firms. These are the equity market entry mode and non-equity market entry modes.
The major differentiating factor between the two modes can be chalked down to the
level of resource commitment and international involvement that characterizes each
mode. Particularly, the equity modes encompass larger resource commitments and
international involvement by MNEs to foreign markets, and they include strategies
such as greenfields, acquisitions, and wholly-owned subsidiaries (Adomako et al.,
2019; Amankwah-Amoah et al., 2022a, 2022b). The non-equity modes encompass a
low level of involvement by MNEs in the international market and require minimal
resources. MNEs pursue non-equity-based market entry through licensing contracts,
research and development contracts, and alliances (Amankwah-Amoah et al., 2022a,
2022b). We contend that equity-based (as opposed to non-equity-based) subsidiaries
that are more autonomous with regard to decision-making are likely to maximize the
benefits of RL for social innovation.

MNEs that are heavily invested in a local market through the equity-based mode
require more information gathering and more detailed due diligence in the target
market, seeking information on competitive conditions, market, legal and social
norms, and cultural differences in the host country (Adomako et al., 2019). We con-
tend that the drive for information or knowledge of the target market does not end
after entry. Rather, MNEs, through their subsidiaries, will engage further in build-
ing learning relationships that deepen their understanding and penetration of market
segments in the host market. Equity-based subsidiaries that have an external locus
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of control will have little operational and strategic influence over decisions (low
autonomy). Hence, they may be sluggish in exploiting unconventional local mar-
ket opportunities in social innovations. However, equity-based subsidiaries with an
internal locus of control (high autonomy) coupled with strong external networks can
acquire and assimilate knowledge effectively and can be responsive in aligning their
business strategies to unconventional market opportunities in social innovations
(Lind et al., 2022).

Contrastingly, MNEs that choose non-equity entry modes do not need much
information about foreign markets as their subsidiaries do not bear a greater per-
centage of the risk. This is because non-equity-based entry modes do not require
MNE:s to be highly involved or commit many resources to the host-country market
(Amankwah-Amoah et al., 2022a, 2022b). Hence, the incentive for MNEs to support
or encourage social innovation is minimal or, in worst-case scenarios, non-existent.
Against this background, we hypothesize that:

H3: The positive relationship between relationship learning and social inno-
vation is jointly moderated by subsidiary autonomy and entry mode choice,
such that relationship learning will have the strongest (positive) relationship
with social innovation for autonomous subsidiaries whose mode of entry is
equity-based.

3 Method and Data

The study’s sample comprises subsidiaries of emerging market multinational enter-
prises operating in multiple industries and sectors in Ghana. Over the past 20 years,
Ghana has maintained a relatively stable foreign direct investment (FDI) inflow, a
testament to its conducive business environment and confidence from MNEs seek-
ing to internationalize in Africa (UNCTAD, 2003; Edjigu & Moors, 2023). In 2021,
Ghana became the second largest FDI recipient in West Africa and seventh largest
in Africa. Before this period, it out-paced Nigeria—Africa’s largest economy—as
the largest recipient of FDI in sub-Saharan Africa from 2015 to 2019 (Edjigu &
Moors, 2023). Again, Ghana has a reputable track record of achieving significant
economic growth and a stable socio-political transformation through its continu-
ous trade liberalization policies and democratic principles compared to other sub-
Saharan African countries (Acquaah, 2007). These features have led to significant
MNE growth within the country (Donbesuur et al., 2020). Moreover, recent interna-
tional business literature has emphasized how most businesses in Ghana and other
sub-Saharan African countries have gained significant levels of internationalization
due to their presence in neighboring international markets within the ECOWAS sub-
region by leveraging on sub-Saharan Africa market size of over 700 million inhabit-
ants (Boso et al., 2017; Blankson et al., 2018). However, as with most countries in
the region, Ghana is fraught with several grand social problems (World Bank, 2022).
These issues make a sample of MNE subsidiaries in Ghana suitable for testing our
hypotheses.
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We used a survey approach to collect data as there is a lack of secondary data
for capturing the study’s constructs. The sample was drawn from the Ghana Invest-
ment Promotion Centre (GIPC) database, which keeps records of MNESs’ subsidiar-
ies in the country. We purposively selected 542 MNE subsidiaries that have operated
in Ghana for at least five years and have at least 50 or more full-time employees.
After our sample selection, we developed a comprehensive questionnaire (in the
English language) and sent it to all participating subsidiaries. We supervised a team
of trained research assistants to deliver and collect the questionnaires upon comple-
tion. Key informants occupying senior management positions, such as CEOs, new
business development managers, and R&D officers, provided the data. After several
rounds and reminders of data collection activities, we received 207 complete and
usable questionnaires — representing a 38.19% response rate. The sampled subsidiar-
ies have an average age of 19 years and 103 full-time employees.

3.1 Measurement

We relied on existing measures to capture the study’s variables. Where applicable,
multi-item scales were applied to ensure measure reliability and validity. A 7-point
Likert scale was used to rate all the items. We used covariance-based confirmatory
factor analysis to validate all multi-items. Table 1 presents the items and their valid-
ity results.

3.1.1 Substantive Variables

The items for RL were adapted from Bryan Jean and Sinkovics (2010). The items
tap into multiple aspects of the construct: information sharing, joint-sense making,
and relationship-specific memory. Three items were used to measure each dimension
of RL. We adapted six items from previous studies (e.g., Segarra-Oiia et al., 2017,
Adomako & Tran, 2022) to measure social innovation. A dummy scale was used to
operationalize foreign market entry mode (Hollender et al., 2017). Specifically, non-
equity entry mode (i.e., direct export, export through distributors, franchises, licens-
ing, long-term contractual agreements) is coded as “0”, whereas equity entry mode
(i.e., joint ventures, equity participations, acquisitions, and wholly-owned subsidiar-
ies) is coded as “1”. We adapted five items from past research (e.g., Gammelgaard
et al., 2012; Kawai & Strange, 2014) to measure subsidiary autonomy.

3.1.2 Control Variables

The study controlled for other variables that may influence social innovation and
the proposed conceptual model. Specifically, as per previous studies and within the
context of the study (e.g., Gammelgaard et al., 2012; Adomako & Tran, 2022; Borah
et al., 2022), we controlled for each subsidiary’s age, size, the existence of an R&D
unit, the industry, financial performance, and slack resources. We also controlled for
the perceived competition within the subsidiary’s host market environment.
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Table 1 Measurement and validity results

Details of measurement items Factor loading®

Relationship learning — information sharing (CR=0.88; AVE=0.71)
We share information with customers and other stakeholders that help the subsidiary 0.83

The subsidiary exchange information with customers and other stakeholders frequently, 0.89
even if it is not part of our legal obligations

The subsidiary, customers, and relevant stakeholders keep each other informed about 0.82
event that may affect our social roles

Relationship learning — joint sense making (CR=0.82; AVE=0.61)
The subsidiary set up joint teams with stakeholders to solve problems 0.69

The relationship we have with customers and other stakeholders stimulates productive  0.85
discussions about social issues

The subsidiary has a lot of personal interaction and communication with customers and 0.79
other stakeholders

Relationship learning — specific memory (CR=0.79; AVE=0.57)

In our relationship with customers and other stakeholders, we frequently adjust our 0.89
understanding of social trends related to our business

We frequently refresh our activities with customers and other stakeholders by engaging  0.70
in personal interactions

We frequently evaluate and, if needed, update information about the information we 0.66
share with customers and other stakeholders

Slack resources (CR=0.83; AVE=0.63)

The subsidiary has easy access to financial capital 0.70
There have been substantial financial resources at the discretion of our managers 0.97
If the subsidiary needs more financial capital for our operations, it could easily get it 0.69
Host market competition (CR=0.80; AVE=0.59)
The subsidiary faces cutthroat competition 0.95
Anything that the subsidiary can offer, another subsidiary can match readily 0.68
We hear of new competitive move in this industry everyday 0.65
Subsidiary autonomy (CR =0.80; AVE=0.63)
This subsidiary is able to decide for itself how it invests in R&D, new product and 0.78
service development
This subsidiary is able to make a decision about annual budget 0.72
This subsidiary is able to decide it hires and who it hires for itself 0.83
This subsidiary is able to decide for itself it engages with host market societies 0.87
This subsidiary is able to decide for itself its marketing activities 0.80
Financial performance (CR=0.89 AVE=0.62)
Profit growth 0.75
Sales growth 0.83
Sales volume 0.82
Market share 0.77
Overall firm performance 0.77
Social innovation (CR=0.92; AVE=0.67)
The subsidiary develops products and services that have social impacts 0.69

The subsidiary engages in product and service development that reduce environmental ~ 0.81
impacts
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Table 1 (continued)

Details of measurement items Factor loading®
The subsidiary’s products and services improve the standards of life 0.86
Our products and services serve both material and nonmaterial human needs 0.85

The subsidiary’s new product and service development meet environmental, health, or ~ 0.83
safety regulations

The value of our products and services is beneficial to society as a whole 0.89

CR composite reliability; AVE average variance extracted

#Each factor loading is significant at 1.0%

3.2 Reliability and Validity Assessment

We used Amos 27 to estimate a multi-confirmatory factor analysis (CFA) model
to assess the validity and reliability of the multi-scale items in the study. The CFA
model fits the data: y*/df=1.44, RMSEA =0.04, CFI=0.95, NFI=0.87, TLI=0.94
(Bagozzi & Yi, 2012; Hair et al., 2019). As detailed in Table 1, the standardized fac-
tor loadings are above 0.50 and significant at 1%. Composite reliability and average
variance extracted associated with the items are greater 0.60 and 0.50, respectively,
demonstrating unidimensionality, internal consistency, and convergent validity (Hair
et al., 2019). Moreover, as shown in Table 2, the square root values of the average
variance extracted are far greater than the correlations between the variables, indi-
cating that the study’s measurement items exhibit discriminant validity (Hair et al.,
2019).

4 Regression Analysis and Results
4.1 Hypothesis Testing

Table 2 displays the descriptive statistics and the correlations for the study’s varia-
bles. We used hierarchical moderated regression analysis to test the research hypoth-
eses. The study hypothesized the main effect of RL. Accordingly, RL and subsidiary
autonomy were mean-centered before creating the interaction terms (Hayes, 2018).
Table 3 reports the hierarchical regression analysis results, whereas Figs. 2 and 3
present the surface of the interaction effects.

The results (Model 2) indicate that RL has a positive relationship with social
innovation (f=0.25, t=3.80, p <0.001), supporting H1. The results (Model 3) fur-
ther show that subsidiary autonomy positively moderates the relationship between
RL and social innovation ($=0.22, t=3.46, p<0.001). As shown in Fig. 2, RL has
a stronger positive relationship with social innovation under high subsidiary auton-
omy conditions compared to low subsidiary autonomy conditions. These results
support H2. The three way-interaction among RL, subsidiary autonomy, and entry
mode positively affects social innovation (§=0.22, t=2.70, p <0.01). We conducted
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Table 2 Descriptive statistics and correlation

No Variables 1 2

1 Information sharing 0.84

2 Sense making 0.35%** 0.77

3 Specific memory 0.17%%  0.32%**
4 Subsidiary autonomy  0.03 0.07

5 Social innovation 0.16* 0.25%%*
6 Slack resources 0.05 0.03

7 Competitive intensity ~ 0.06 -0.04
8 Financial performance 0.05 0.09

9 Subsidiary size (log)  0.07 0.10

10 Subsidiary age (log) 0.07 —-0.05
11 R&D unit® —0.15* —0.04
12 Entry mode choice* —-0.05 0.15*
13 Industry* 0.13* 0.09
Mean 4.84 4.32
Standard deviation 1.14 1.19

0.75

0.17%%*
0.15%

0.06

- 0.05

0.07
0.03

0.11%*
0.16*

0.05
0.02
3.76
1.24

—0.01

“Dummy variable

Square root of AVEs at the principal diagonal (bold)
*p <0.05 (2-tailed); **p <0.01 (2-tailed); ***p <0.001 (2-tailed)
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Table 3 Regression results

Dependent variable: social innovation

Model 1 Mode 2 Model 3 Model 4
Control variables
Subsidiary age (log) —0.04 (- 0.63) —0.06(-090) —-0.06(-091) -0.06(-1.01)
Subsidiary size (log) 0.06 (0.83) 0.04 (0.58) 0.02 (0.25) 0.01 (0.20)
R&D Unit* 0.16% (2.30) 0.16* (2.28) 0.17* (2.35) 0.15% (2.32)
Slack resources 0.18%*% (2.64)  0.17* (2.63) 0.16* (2.61) 0.16* (2.56)
Host country competition 0.12 (1.69) 0.10 (1.57) 0.08 (1.33) 0.09 (1.41)
Subsidiary financial perfor-  0.17* (2.41) 0.07 (0.58) 0.05 (0.62) 0.04 (0.58)
mance
Industry® —-0.01(-0.10 —-0.04(-0.55 —-0.05(-0.86) —0.07(-1.14)
Independent variable
Relationship learning (RL) 0.25%%% (3.80)  0.24*** (3.70)  0.32%** (4.58)
Subsidiary autonomy (AUT) —0.15% (= 2.06) — 0.18% (—2.42) —0.21%* (- 2.83)
Entry mode choice 0.15% (2.29) 0.16%* (2.47) 0.10 (1.55)
(ENTRY)*
Two-way interaction
RLxAUT 0.22%%*% (3.46)  0.33%%* (4.16)
Three-way interaction
RLXENTRY 0.07 (0.95)
AUT XENTRY —0.14* (- 2.18)
RLXAUTXENTRY 0.22* (2.70)
Model fit
F 3.16%* 4.85%*%* 5.75%** 5.52%%*
R-square 0.10 0.20 0.25 0.29
Change in R-square - 0.10 0.05 0.04
Highest VIF value 1.09 1.39 1.40 1.75

“Dummy variable
Standardized coefficients were reported with t-values in parentheses
#*p <0.05 (2-tailed); **p <0.01 (2-tailed); ***p <0.001 (2-tailed)

a three-way interaction slope plot to interpret this result (Hayes, 2018). The results
reported in Fig. 3 indicate that RL has the strongest positive relationship with social
innovation for autonomous subsidiaries whose mode of entry is more equity-based,
supporting H3.

4.2 Robustness Checks

First, we performed a split sample analysis to check the robustness of our
three-way interaction effect (the moderating role of entry mode). Specifi-
cally, we re-estimated the moderating effect of subsidiary autonomy on the
relationship between RL and social innovation for the samples of MNEs with
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1. Mean-centered scales for relationship learning and subsidiary autonomy are reported.
2. Levels of subsidiary autonomy are -1 standard deviation (= -1.33), mean (= 0.00), and
+1 standard deviation (= 1.33).

Fig.2 Surface of the effect of the interaction between subsidiary autonomy and relationship learning on
social innovation

non-equity-based entry mode and those with equity-based mode. For the non-
equity-based sample, we found that subsidiary autonomy does not enhance the
positive relationship between RL and social innovation (§=0.15, p > 0.05). How-
ever, we found a significant positive moderating effect of subsidiary autonomy on
the relationship between RL and social innovation for the equity-based sample
(B=0.50, p<0.001). These results are consistent with the main results.

Second, we checked for potential endogeneity bias as MNEs desiring more
social innovation outcomes may be encouraged to emphasize RL. Moreover,
engaging in social innovation activities can help MNEs learn more from their
relationships and collaborations with local stakeholders. Thus, it may be the
case that there is a simultaneous causality between RL and social innovation.
To account for this, we followed previous recommendations of using the 3SLS
approach (e.g., Poppo et al., 2016; Zaefarian et al., 2017) to test our hypotheses
again. At the first stage, we regressed RL on the moderator and control varia-
bles to obtain residuals. In the second stage, we regressed the dependent vari-
able—social innovation—on the obtained residual instead of RL itself and found
the relationship to be significant (0.24, p <0.001). In the third stage, we used the
residual to create the interaction terms for the purposes of testing the moderat-
ing effects. Accordingly, we found that subsidiary autonomy enhances the rela-
tionship between RL and social innovation (0.23, p <0.001) and that the effect is
stronger for equity-based subsidiaries (0.18, p <0.05). The findings are consistent
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1. Mean-centered scales for relationship learning and subsidiary autonomy are reported.

2. Levels of subsidiary autonomy are -1 standard deviation (= -1.33), mean (= 0.00), and +1 standard
deviation (= 1.33).

3. Levels of entry mode are “non-equity entry mode (=0)” and “equity entry mode (=1)”.

Fig.3 Surface of the effect of the interaction among subsidiary autonomy, relationship learning, and
entry mode choice on social innovation

with the initial findings, hence the issue of endogeneity arising from simultane-
ous causality is minimized.

5 Discussion and Implications
5.1 Research Implications

While there is a burgeoning literature on social innovations, our understanding of
how MNE subsidiaries in developing economies can engage in social innovation
activities is still in its infant stages. Based on the knowledge-based view, this study
investigates how RL drives social innovation and the extent to which this relation-
ship is moderated by subsidiary autonomy and entry mode choice. Analyzing survey
data from subsidiaries of MNEs operating in Ghana, we find that RL has a positive
relationship with social innovation. This relationship is stronger in MNE subsidiar-
ies with more autonomy, especially when their mode of entry is equity-based (rather
than a non-equity-based entry mode). These findings significantly contribute to the
international business literature and advance knowledge of how MNEs operating in
developing economies can drive social value-creation outcomes.

Our results expand and enrich the RL literature, which centers on the process of
knowledge acquisition, knowledge exchange and knowledge sharing with relevant
partners and stakeholders in product or service innovation settings (e.g., Jiang et al.,
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2020; Thakur-Wernz & Bosse, 2023; Zhu et al., 2018). In extending this literature
to social innovation research, this study demonstrates the utility of RL by theoriz-
ing and empirically showing how it contributes to MNE subsidiaries’ social innova-
tion in a developing country. Specifically, the findings advance our understanding of
how MNEs’ efforts to learn in their relationships with stakeholders foster successful
social innovation initiatives (Lind et al., 2022).

The study further advances RL and the international business literature by iden-
tifying subsidiary autonomy and entry mode as previously underexplored factors
determining the conditions under which RL contributes to different levels of MNE
subsidiary social innovation. The study reveals that, though subsidiary autonomy
is a crucial contingency in the relationship between RL and social innovation, its
moderating effect is conditioned by MNEs’ entry mode choice. These findings con-
tribute to clarifying the boundaries of subsidiary autonomy, whose performance
implications have received conflicting evidence (Ferraris et al., 2020; Geleilate
et al., 2020; Lind et al., 2022). Our results indicate that, in the context of MNE
subsidiaries’ responses to grand social problems, subsidiary autonomy if bundled
with RL and equity-entry mode is more effective in driving social innovation. Thus,
rather than focusing attention on the direct effect of subsidiary autonomy (Geleilate
et al., 2020), the results from this study suggest its explanatory power is contingent
upon other MNE subsidiary characteristics. While entry mode choice is a strategic
decision that can influence MNEs’ performance outcomes (Geleilate et al., 2020;
Chhabra et al., 2021), it is not clear how such choices alter the levels of social inno-
vation. This study’s findings show that MNEs that adopt an equity entry mode, char-
acterized by substantial ownership, may enhance the joint effect of RL and subsidi-
ary autonomy in driving social innovations.

The above insights broadly extend the existing understanding of factors that
determine MINE social innovation (Lind et al., 2022; Dionisio & de Vargas, 2020).
A major theoretical implication from this study is that contingency and configura-
tional models, incorporating MNE subsidiary-specific characteristics, can generate
richer insight into why some MNEs’ social innovations are more successful than
others. In particular, the study’s three-way interaction analysis shows how different
configurations of RL, subsidiary autonomy, and entry mode explain different levels
of social innovation. Such analysis helps identify which of the combinations of the
levels of these three factors predict more significant levels of MNE subsidiary social
innovation.

5.2 Managerial Implications

The study’s findings have important implications for MNE subsidiaries aiming to
contribute to social value creation in developing countries. While forming relation-
ships with formal and informal networks within communities is significant, learning
from such relationships is equally important. Such learning can aid MNE subsidiar-
ies in better cooperating with relevant stakeholders in pursuing innovative projects
that enrich the welfare of local communities. MNE subsidiaries encourage openness,
two-way information sharing, and trust, and have a formal mechanism to monitor
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and respond to the dynamics of their relationships with stakeholders. These initia-
tives can help foster and sustain the efficacy with which they learn from their rela-
tionships with stakeholders.

The study’s findings further suggest that subsidiary autonomy and equity-based
entry mode are critical conditions that enable MNE subsidiaries to succeed in lev-
eraging relationship learning to drive social innovation. Thus, MNEs operating in
Ghana should consider giving their subsidiaries the freedom to make certain strate-
gic decisions, especially in the context of social interventions requiring subsidiaries
to work with local stakeholders. Again, MNEs seeking to engage in social interven-
tions in Ghana may consider equity (as opposed to non-equity) as the entry mode
choice for their subsidiaries.

6 Research Limitations and Suggestions for Future Research

The study’s findings and implications have some limitations. The study focused
on testing a theoretically-based model instead of pursuing empirical generaliza-
tion. While the results are consistent with the study’s theoretical expectations, they
may not generalize beyond the sample. Importantly, emerging MNEs operating in a
country face more homogeneous institutional forces that may influence their percep-
tions of and attitudes toward RL and social innovation. The experiences of managers
regarding RL and social innovation may differ across diverse contexts, particularly
when considering variations in institutional development (Lee et al., 2021). Hence,
future research can advance this study by testing its conceptual model in an insti-
tutionally similar or distinct setting or using cross-country data to test if the model
is contingent upon certain country-level factors, such as culture (e.g., uncertainty
avoidance and collectivism/individualism) and legal/political environment (e.g.,
political instability and governance quality).

Again, the study’s reliance on a cross-sectional sample hampers its capacity to
establish causal relationships between the examined variables. In addressing this
limitation, future research can employ a longitudinal survey design by collecting
data from multiple periods. A field experiment that allows for RL and social innova-
tion manipulation could prove helpful. Moreover, a longitudinal study can be imple-
mented to explore how changing dynamics of RL over time affect social innovation
under changing characteristics of MNE subsidiaries (e.g., size and autonomy). Addi-
tional limitations of this study is the overreliance on subjective scales to measure
the constructs of interest. Future research can mitigate these concerns by exploring
if the MNEs have relevant archival data (e.g., on investment in social innovation
projects).

Although this study’s theoretical and empirical analyses shed new light on the
determinants of MNE subsidiary social innovation in a developing country, knowl-
edge in this area is still underdeveloped. Future research can build on this research
(as discussed above) or explore a new set of antecedents of social innovation using
qualitative research. For example, qualitative studies can take a step back to under-
stand how RL occurs (i.e., RL’s antecedents) and the context-specific boundary
conditions that link it to particular social value-creation outcomes. Such studies can
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further explore how attentional focus and distribution of MNE subsidiaries regard-
ing grand social issue analysis and resource allocation help or hinder social innova-
tion outcomes. This line of inquiry holds promise in steering organizations toward
optimal resource allocation strategies to bolster meaningful social innovation efforts.
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