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Abstract

Subsidiary closures and relocations, a process whereby a multinational
enterprise (MNE) closes down a subsidiary and relocates its activities, are
commonplace and increasing. Yet we lack an understanding of how knowledge
in such situations can be successfully transferred to prevent loss and provide for
future knowledge recombination in the MNE. Compared to periods of normal
operation, knowledge sharing during subsidiary relocations is likely
compromised by diminished sender motivation. In a detailed case study of a
subsidiary closure and relocation, we find that the announcement of a
subsidiary closure can lead to a break in cooperative behavior that inhibits
knowledge transfer. It is therefore critical to reinstate cooperative behavior
among subsidiary employees. Reinstatement can be achieved through a set of
subsidiary leadership practices that affect the emotions of employees and
subsidiary identity. This finding contributes to our understanding of knowledge
transfer dynamics in MNEs during subsidiary relocations and closures, extends
theory on the practices of subsidiary leadership in subsidiary death and adds to
our understanding of identity in MNEs.
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INTRODUCTION
Subsidiary closures and relocations — and their associated knowl-
edge transfers — are a common and increasingly frequent aspect of
managing the multinational enterprise (MNE) (Belderbos & Zou,
2006; UNCTAD, 2020). As MNEs continuously manage their
international footprint, closure and relocation may represent the
natural, final step in a subsidiary’s evolution (e.g., Birkinshaw,
1996; Birkinshaw & Hood, 1998). Subsidiary closure and
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relocations are also increasingly frequent due to a
range of factors, including trends for shorter and
less fragmented global value chains; re-shoring and
near-shoring of value chain activities (Kano, Tsang,
& Yeung, 2020); the rise of more populist policies
urging MNEs to bring foreign operations back
home (Hartwell & Devinney, 2021; Wu, Strange,
& Shirodkar, 2021); international sanctions, inva-
sions, and wars that require withdrawal from
certain countries (Sonnenfeld et al., 2022); and
demands for flexibility in MNE location strategies
to capitalize on changing opportunities for value
creation in cross-border activities (Berry, 2010;
Konara & Ganotakis, 2020; Song, 2014). Indeed,
the longer-term implications of the COVID-19
pandemic are expected to include an increase in
subsidiary closures and relocations (UNCTAD,
2020).

Subsidiary closures and relocations involve the
movement of subsidiary activities to another inter-
nal unit within the MNE'’s portfolio of affiliates or
partner organizations before the subsidiary is closed
(Belderbos & Zou, 2009; Nachum & Song, 2011;
Schmid & Morschett, 2020). A relocation therefore
requires knowledge transfers from the closing
entity to other units. In the aftermath of a
subsidiary closure announcement, there is a wind-
down process to transfer business-critical mandates
and knowledge (both tacit and organizationally
complex knowledge) to safeguard business conti-
nuity and enable future knowledge recombination
for the MNE. As effective knowledge transfer pro-
cesses are critical for the MNE during a subsidiary
relocation, this paper addresses knowledge outflows
from a closing subsidiary as the “sender”.

There is a vast body of insights into knowledge
transfers in MNEs (e.g., Gupta & Govindarajan,
1991, 2000; Noorderhaven & Harzing, 2009; Zeng,
Grogaard, & Steel, 2018). This includes knowledge
outflows from subsidiaries to other MNE units (e.g.,
Liu & Meyer, 2020; Monteiro, Arvidsson, & Birkin-
shaw, 2008; Mudambi, Piscitello, & Rabbiosi, 2014).
A particularly relevant insight is the finding that
motivation is key for subsidiaries to share their
knowledge (Minbaeva, 2007; Minbaeva & Michai-
lova, 2004), as knowledge transfer requires both
willingness and commitment from the sender. But
during subsidiary closures and relocations, we
cannot assume that subsidiary employees will con-
tinue to be motivated to share knowledge. One
reason is that employees will need to find new
employment. There is thus a risk that an employee
with important tacit knowledge will depart before

this knowledge can be transferred. Another reason
is that even if most subsidiary employees stay on
(either until the eventual closure of the subsidiary
or by moving to another MNE unit), they will likely
experience emotional responses of anger and frus-
tration - typical responses following a closure
announcement for an organization (Crosina &
Pratt, 2019; Sutton, 1987). Such responses can
undermine their motivation to transfer knowledge
to other units.

However, prior studies of knowledge transfers
from subsidiaries focus on the sharing of processes
and practices by the sending unit during normal
and continuing operations (e.g., Noorderhaven &
Harzing, 2009; Zeng et al., 2018). As these studies
are contextualized in situations where the sending
subsidiary continues to exist, they do not address
how knowledge transfer occurs in a situation where
the subsidiary is destined to close and sender
motivation may be compromised. Given the need
for an MNE to enable the transfer of business-
critical knowledge to other units ahead of sub-
sidiary closure to avoid knowledge loss, insights
into knowledge transfers during subsidiary reloca-
tion are important. We therefore ask: how is
knowledge transferred during a subsidiary closure
and relocation?

This paper presents a longitudinal case study of a
subsidiary, Gamma, as it was relocated. We gath-
ered detailed qualitative data on what happened
between the announcement of the decision and
subsidiary closure one year later. The case is reve-
latory because it involved the relocation of all of
Gamma’s activities to other internal units and
external organizations. In other words, none of
the subsidiary activities was terminated. This made
knowledge transfer a very salient aspect including
the transfer of business-critical, tacit, and organi-
zationally complex knowledge. Moreover, similar
to situations of organizational death (Harris &
Sutton, 1986; Sutton, 1987), the relocation of
activities was experienced by employees as the
subsidiary “dying” due to the permanent closure of
the unit, the displacement of subsidiary employees,
and an associated sense of loss akin to the loss of a
relative or friend. We therefore refer to the sub-
sidiary closure and relocation of activities as “sub-
sidiary death”.!

We found that the closure announcement dis-
rupted the subsidiary’s established identity within
the MNE, and evoked emotions of anger and
distrust among employees. This instigated emo-
tional barriers that initially rendered the transfer of
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knowledge impossible. The emergence of a legacy
subsidiary identity was critical to enabling knowl-
edge transfer. The emergence of such a legacy
identity within the subsidiary was facilitated by a
set of leadership practices exercised by subsidiary
managers (rather than headquarter managers),
which served to reinstate cooperative behavior for
knowledge sharing by employees. These leadership
practices included engaging with emotions, recon-
figuring incentives, and sensegiving to support a
legacy subsidiary identity. We summarize these
findings in our model of knowledge transfer during
subsidiary death.

The main theoretical implications are threefold.
First, we advance theory on knowledge transfers in
MNEs by exposing the dynamics of knowledge
transfer during subsidiary closure and relocations.
In particular, we explore how knowledge transfer
can be enabled in situations when a subsidiary no
longer shares the MNE'’s identity. Our second
contribution is to reveal the practices of subsidiary
leadership in an often-overlooked but increasingly
important part of subsidiary evolution, subsidiary
death. Third, we add to the understanding of
organizational identity within the MNE.

THEORETICAL FRAMING

The capacity to share, integrate, and recombine
knowledge across borders is a main source of
advantage for MNEs (Doz, Santos, & Williamson,
2001; Kogut & Zander, 1993). The study of intra-
organizational knowledge transfers has thus been
central to international business scholarship. While
we are not aware of a prior study that has investi-
gated knowledge transfers during a subsidiary clo-
sure and relocation, the vast body of research into
knowledge transfers in MNEs during steady states of
continuing subsidiary operations offers some
important insights on the mechanisms that may
be at play. We detail these mechanisms below,
elaborating also on the challenging conditions
evoked in the context of subsidiary relocation.

Knowledge Transfers in MNEs

In general, the characteristics of knowledge influ-
ence how it is transferred. As with most knowledge
transfer situations, subsidiary relocations involve
both codified and tacit knowledge of products,
processes, and practices. In terms of the influence
of knowledge characteristics on knowledge transfer,
codified knowledge should transfer easily to other
units (Kogut & Zander, 1996; Minbaeva, 2007).

However, the sharing of tacit knowledge is chal-
lenging due to mobility barriers (Gupta & Govin-
darajan, 2000; Parker, Tippmann, & Kratochvil,
2019; Polanyi, 1966; Tallman & Chacar, 2011). For
example, tacit knowledge sharing requires exter-
nalization by individuals through deep engage-
ment with others (Nonaka, 1994; Nonaka &
Takeuchi, 1995; Noorderhaven & Harzing, 2009).
Moreover, organizational knowledge is complex,
because it may be spread across various geographic
locations or across multiple actors at different levels
of the organization (Gaur, Ma, & Ge, 2019). Orga-
nizational knowledge is also often causally ambigu-
ous (Szulanski, 1996; Tallman & Chacar, 2011). The
ability to capture and share such knowledge there-
fore requires concerted and collective efforts by
organizational members as well as significant inter-
actions (Athanassiou & Nigh, 2000).

In addition to the characteristics of knowledge,
knowledge transfers are influenced by the attributes
of the sender and the receiver, their relationship,
and the organizational context (Gao & Riley, 2010;
Osterloh & Frey, 2000). In subsidiary relocations,
the pressing issue is how the subsidiary to be closed
engages in activities to transfer its knowledge to
other units. Sender attributes are therefore key to
understanding knowledge transfers. In terms of
sender characteristics, the MNE knowledge transfer
literature highlights the “disseminative capacity” of
the sender as the ability and willingness of organi-
zational members to share their knowledge (Min-
baeva, 2007; Minbaeva & Michailova, 2004). This is
because successful knowledge transfer rests on both
the ability of the employees to communicate and
share their knowledge as well as their willingness or
motivation (Baldwin, 1959) to engage in the “dis-
tinct experience... of dissemination” (Szulanski,
1996: 28). Given the importance of employee
motivation, the act of sharing knowledge with
others can be described as “donating” knowledge
(Lin, 2007: 136) or engagement in “voluntary work
behavior” (Husted, Michailova, Minbaeva, & Ped-
ersen, 2012: 754). Overall, many studies have
investigated the impact of ability and willingness
in various knowledge transfer contexts (Bakker,
Leenders, Gabbay, Kratzer, & Van Engelen, 2006;
Chang & Chuang, 2011; Cruz, Perez, & Cantero,
2009; Foss, Minbaeva, Pedersen, & Reinholt, 2009),
concluding that both must be present for effective
transfer (Minbaeva, Pederson, Bjorkman, Fey, &
Park, 2003; Reinholt, Pedersen, & Foss, 2011).

Organizations must therefore find ways to ensure
employee ability and willingness to transfer
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knowledge. Employee ability is supported by the
organization’s human resource management prac-
tices of training, development, and performance
appraisal (Minbaeva et al.,, 2003). But ensuring
motivation is more complex, as it has both extrin-
sic and intrinsic dimensions. Extrinsic motivation
for knowledge transfer is encouraged by linking
rewards (e.g., financial bonuses, job security, or
promotion) to achieving the goals of the unit and
MNE (Calder & Staw, 1975; Osterloh & Frey, 2000).
Intrinsic motivation has further subtleties, requir-
ing employee identification with a shared MNE
purpose and voluntary participation in acting con-
sistent with this MNE identity (Osterloh & Frey,
2000). In this latter respect, it is important to note
that the MNE is usually seen as a social community
with a shared identity-or a meta-identity
(Fortwengel, 2021) - that enables the speed and
efficiency of knowledge sharing across units (Kogut
& Zander, 1993, 1996). A MNE meta-identity
reduces self-interested behavior, induces coopera-
tion across units, and creates a common code for
knowledge transfer (including behavioral norms
that coordinate knowledge sharing and expect
future reciprocity from the receiving unit) (Cabrera
& Cabrera, 2002; Minbaeva, 2007). Further,
employees can be motivated by identifying with
the MNE because their “longing to belong” to this
social community triggers behaviors desired by the
corporation (Kogut & Zander, 1996: 502).

Challenges During Subsidiary Closures

and Relocations

So far, we have outlined the theoretical premises of
knowledge transfers in relation to subsidiaries
sharing knowledge under the assumption that their
operations will continue to exist into the future.
But for subsidiary closures and relocations, this is
not the case, and for such situations the literature
on organizational death in management studies
emerged as very relevant to our study. This litera-
ture explores the collective process of organiza-
tional dying, ending with the actual death of the
organization (or in our context, the death of the
subsidiary). Following early work on organizational
death, the metaphor of subsidiary death serves as a
reminder that organizations are living and dying
systems (Harris & Sutton, 1986), whereby death
denotes the final stage of organizing (Van de Ven &
Poole, 1995; Whetten, 1987). The metaphor also
captures the sense of loss that people experience
when an organization dies, which is similar to that

of a friend or loved one dying (Crosina & Pratt,
2019; Harris & Sutton, 1986).

As in the case of organizational death (Sutton,
1987), the metaphor further includes the advance
notice of subsidiary closure and an unambiguous
end state of closure: there is no room for micro-
political bargaining between a subsidiary and its
headquarters to shape a future role (Dorrenbdacher
& Gammelgaard, 2011). Usually, subsidiary man-
agers seek to exert influence on headquarters when
repositioning mandates (Birkinshaw & Hood, 1998;
Conroy, Collings, & Clancy, 2019; Tippmann,
Sharkey Scott, Reilly, & O’Brien, 2018), including
during MNE restructuring processes (Balogun,
Fahy, & Vaara, 2019; Balogun, Jarzabkowski, &
Vaara, 2011; Friesl & Silberzahn, 2017). For exam-
ple, a prior study of MNE restructuring reveals the
nuances of organizational negotiations to resist and
legitimize a shutdown (Erkama & Vaara, 2010). But
in situations of subsidiary death, negotiations to
resist become redundant as the closure decision is
final.

Organizational death is an unfolding process of
transitioning towards closure. Prior studies high-
light how this transition can be influenced by
actions from leadership to restore motivation
among organizational members (Crosina & Pratt,
2019; Harris & Sutton, 1986; Sutton, 1987). Next,
we elaborate on both emotional experiences and
leadership actions as they relate to organizational
death, making conceptual links to knowledge
transfer processes.

Emotions and subsidiary death

The literature on organizational death emphasizes
that it is associated with loss. For an employee, it
has parallels to the death of a loved one as it means
the loss of a major social arena where people would
have spent much of their time — one that defined
part of their personal identity — in addition to the
loss of mutual obligations (Harris & Sutton, 1986).
Organizational death also means job loss in terms
of an involuntary termination of employment
(Crosina & Pratt, 2019). It is important to note
that, while each employee has individual-level
emotions (i.e., transient feeling states; Maitlis,
Vogus, & Lawrence, 2013), collective-level emo-
tions are common. This is because feeling states are
shared across an organization; studies of organiza-
tional death note that the emotional response is
similar to that of a process of grieving (Blau,
2006, 2008) or mourning (Crosina & Pratt, 2019)
experienced en masse because a large number of
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employees are affected. For example, Blau (2006:
13) notes that feelings during organizational clo-
sure include an understanding that there are “no
survivors” and all employees are “victims.” Espe-
cially during the initial grieving stage (Blau,
2006, 2008), feelings such as denial, anger, and
depression can lead to demotivated and destructive
work behavior by employees (Blau, 2007). While
there is a lack of insight into subsidiary death, these
prior studies on organizational death led us to
expect that demotivation could occur among sub-
sidiary employees® — thereby reducing their will-
ingness to engage in knowledge transfers.

Leader action and subsidiary death

Some studies of organizational death focused on
the behavior of organizational members generally
(Crosina & Pratt, 2019; Cunningham, 1997; Walsh
& Bartunek, 2011, 2012). However, our focus is
specifically on the behaviors of subsidiary leaders in
response to changes instigated by headquarters
(HQ) because leader actions and managerial inter-
ventions have a considerable influence on the
unfolding process of organizational death. Sutton
(1987), for example, finds that the decision of
organizational members to stay connected or dis-
tance themselves from the organization during the
closure process is influenced by how leaders orches-
trate the transition towards organizational death.
Surprisingly, leaders who manage the process well
can ensure increased (or at least a similar amount
of) effort, quality, and productivity from organiza-
tional members rather than less. This focus on
leader actions also aligns with findings on how
organizational context, which is shaped by man-
agement, influences knowledge transfers in MNEs
(Davenport & Prusak, 1998; Gao & Riley, 2010;
Minbaeva, 2007). While such a view on organiza-
tional death may be criticized for treating grief as a
managerial problem to be resolved (Bell & Taylor,
2011), it enables us to understand how leaders can
influence the course of subsidiary closure.

Given likely demotivation among employees,
prior literature points out the need for leaders to
re-instill motivation. As Harris and Sutton (1986:
24) note, “restoring goodwill is a crucial step in
ensuring that employees will continue to do their
jobs and will not engage in counterproductive
behaviors.” However, restoring motivation among
organizational members is not a trivial task because
the efficacy of many common organizational levers
for encouraging motivation is eroded in situations
of subsidiary death. In terms of extrinsic

motivation for knowledge transfer, rewards such
as job security and promotion are now irrelevant
(Harris & Sutton, 1986). In terms of intrinsic
motivation for sharing knowledge, the efficacy of
key mechanisms is also negatively impacted. For
example, future reciprocity in terms of the receiver
sharing their knowledge is no longer relevant to
subsidiary employees as they will soon exit the
MNE. During organizational death, employees may
also distance themselves from the organization
(Sutton, 1987). If subsidiary employees no longer
identify with the MNE, the behavioral norm of
cooperation during knowledge transfers (triggered
by a shared corporate identity, as noted in Kogut &
Zander, 1993, 1996) becomes less relevant. Given
that studies of knowledge transfer in MNEs and
organizational death offer little insight into how
subsidiary employees react in situations where the
activities of their unit are being relocated or how
knowledge transfers to other units is provided for
and achieved, we ask: how is knowledge transferred
during a subsidiary closure and relocation?

METHODS

Research Design and Case Description

Given the absence of insights on knowledge trans-
fers during subsidiary closure and relocations and
how it can be managed, we chose a case study
approach as it is suitable for building and extending
theory (Lee, 1999). Specifically, we undertook a
longitudinal case study of Gamma, the Irish sub-
sidiary of a U.S. multinational in the information
and communications technology industry. The
detailed investigation of a single case offers
explanatory power by providing new insights into
a phenomenon that is both difficult to access and
observe (Balogun et al., 2019). The longitudinal
study of a single organization is particularly rele-
vant in the MNE context to understand the com-
plexity of an organizational process (Mees-Buss,
Welch, & Westney, 2019; Stendahl, Schriber, &
Tippmann, 2021), and has also been used for the
study of organizational death (Crosina & Pratt,
2019).

We chose Gamma as it is a theoretically salient
case (Yin, 2014) of knowledge transfer triggered by
a decision to close a subsidiary and relocate its
activities within the MNE. After the closure
announcement, Gamma underwent a year-long
process of dying that ended with its closure.
Aligning with theory on organizational death
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(Sutton, 1987), the decision to close the subsidiary
was unambiguous and final. The case is also
theoretically salient because it involved the reloca-
tion, rather than termination, of all activities —
including the transfer of tacit and organizationally
complex knowledge. Building on relationships
from prior research projects with Gamma, we were
given the rare opportunity to observe the process
unfolding over time (Pettigrew, 1990), despite the
organizational and personal sensitivities involved.

In terms of an overview of the case, several points
provide context for our findings. To start, Gamma's
activities were in a declining business of a success-
ful, diversified corporation. While Gamma was a
high-performing subsidiary with a strong track
record and credibility (it had been operating for
over 20 years), it was one of the first victims of an
MNE-wide consolidation and cost-cutting effort to
reduce the number of sites worldwide.

Next, Gamma employed more than 500 people in
competence-creating and competence-exploiting
mandates (Cantwell & Mudambi, 2005) at the time
of the closure announcement. Some of the activities
involved business-critical competences that can be
classified as subsidiary-specific advantage (Rugman
& Verbeke, 2001). The range of activities included
new product development, engineering, manufac-
turing, marketing, supply chain management, and
businessintelligence. As most of those activities were
still critical despite the overall decline in the busi-
ness, they had to be relocated. All activities needed to
be transferred either to other internal units in
Europe, Asia, or headquarters in the U.S., or in a
few instances to external outsourcing providers. Our
study focuses on knowledge transfer to internal units
of the MNE as this was the predominant knowledge
transfer process, allowed for theorization on intra-
MNE knowledge transfers, and related directly to our
research question.

In terms of the workforce, it is important to note
that most employees had been with the company
for many years, including many who had joined
Gamma when it was initially established. This
meant that employee attachment and commitment
to the organization tended to be high. In terms of
skill profile, Gamma was led by experienced sub-
sidiary managers who, in the past, had successfully
realized many entrepreneurial initiatives; these
initiatives had transformed subsidiary activities
and evolved its mandate (Birkinshaw, 1996; Tipp-
mann et al., 2018; Tippmann, Sharkey Scott, &
Mangematin, 2012). Trust and confidence in the
subsidiary leadership team was thus high. While

many employees were experienced and well edu-
cated with third-level and even doctoral degrees,
there were also some low-skilled employees work-
ing as operators in manufacturing.

Finally, the unemployment rate in the local
economy was very low at the time of subsidiary
closure. The existence of other job opportunities
meant that there was a risk of employee loss before
the completion of knowledge transfers. Moreover,
all employees were entitled to a statutory redun-
dancy payment under local employment law, and
Gamma offered additional redundancy payments
based on length of service. Despite job loss and an
uncertain future, this redundancy payment gave
every employee short-term financial security. Over-
all, as dictated by employment law in the European
Union (E.U.), it should also be noted that redun-
dancy payments are typically more generous in
E.U. countries than in other regions.

Data Collection

We combined real-time and retrospective data
collection techniques to capture the entire closure
process. As typical for case studies, we built our
dataset around interview data complemented by
archival data. We completed a total of 28 semi-
structured interviews: eight prior to the closure
announcement, eleven during the unfolding pro-
cess of subsidiary closure, and nine post-death. Of
these, we interviewed five people twice. All three
authors engaged in the fieldwork and were there-
fore intimately familiar with the data.

The interviews prior to closure were part of a
previous study and ensured we were intimately
familiar with the preceding mandate changes of the
subsidiary, its local site leadership, and the wider
business context (Tippmann et al.,, 2018). This
familiarity and prior relationship gave us the
necessary credibility to gain real-time access to
Gamma to investigate such a sensitive topic as it
unfolded. It also promoted openness among
respondents, who were asked to share subjective
perceptions and feelings. Moreover, the purpose of
including the prior interviews in this study was to
inform the analysis of subsidiary identity before the
closure announcement.

Additional waves of interviews occurred shortly
after the closure decision and lasted 2 months; a
further phase of data collection took place
12 months after the closure announcement (to-
wards the end of the closure process) and lasted
another 3 months; and the final phase of data
collection occurred after the closure was realized
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and lasted a further 3 months. The time gap to the
post-death interviews allowed us to probe deeper
into the themes emerging from our initial analy-
sis — a key strength of the case study approach.

We conducted interviews with managers at dif-
ferent levels of seniority (including the General
Manager, Directors, and lower-level managers) and
from different functional areas (e.g., R&D, engi-
neering, and business intelligence). Interviews with
senior managers afforded the opportunity to exam-
ine the overall strategy behind the closure, includ-
ing management of the headquarters-subsidiary
relationship during a time of disruption. Addition-
ally, we included interviews with lower-level man-
agers in our study, allowing us the opportunity to
gain insights from respondents more familiar with
front-line employee concerns and emotions. These
insights extended into operational aspects regard-
ing the relocation of activities and employee
engagement. The inclusion of managers at different
levels of seniority combined with respondents from
various functional areas ensured a diversity of
perspectives from across the subsidiary. While
Gamma made employees redundant in phases
staggered throughout the closure process, most of
our informants stayed until nearly or to the very
end. This provided a comprehensive picture of the
entire process. Also, one of our informants opted
for an internal company transfer to HQ that itself
received some of Gamma's activities, providing an
opportunity to gain insights from a receiving unit
on knowledge transfers.

In terms of the interviews themselves, we used a
simple numbering system to preserve the anonym-
ity of our interviewees. Interviews lasted between
30 and 100 minutes. With the exception of five
interviews conducted prior to the closure
announcement (where detailed notes were taken),
all interviews were recorded and transcribed verba-
tim. Pre-closure interviews focused on the man-
dates of the subsidiary, its role within the
corporation, and strategic activities related to role
changes. These interviews attuned us to the fact
that the subsidiary’s mandates, while making a
substantial value-added contribution to the corpo-
ration, were in a declining business and the
subsidiary had already experienced a decrease in
its manufacturing activities. It further became
evident that the subsidiary had a well-established
identity with a strong track record and credibility
within the corporation. In interviews during and
after subsidiary death, we asked about knowledge

transfer activities during subsidiary relocation and
how any closure challenges (if apparent) were
managed. Already in the initial interviews, we
noticed that the feelings and sentiments of employ-
ees had played a critical role during the subsidiary
death. Our approach aimed to embed emerging
insights with subsequent inquiry to include promi-
nent factors that emerged (Reuber & Fischer, 2021).
We therefore sought to capture more insights on
emotions and their influence over the unfolding
process as data collection progressed; relevant
questions from the interview guide are included
in the “Appendix”.

In terms of archival materials, we collected more
than 140 pages of relevant data from media cover-
age and materials from the national development
authority, and secondary data in the form of a
report prepared for a government agency on the
shutdown. This data was important as it provided
not only background information on Gamma and
its closure, but also real-time evidence that cap-
tured the perceptions and feelings of employees
between the closure announcement and the final
closure a year later. The report for the government
agency was based on an externally conducted,
detailed interview-based data collection and there-
fore included in-depth insights. We used data from
all the archival materials to triangulate interview
data and verify the timeline of events (Cuervo-
Cazurra, Andersson, Brannen, Nielsen, & Reuber,
2016; Flick, 1992).

Data Analysis

Using interview and archival data, we compiled a
case history for Gamma'’s closure. In terms of our
overall analysis approach, while inductive reason-
ing pre-dominated, we used deduction to locate our
phenomenon within an existing body of literature
(Mantere & Ketokivi, 2013). Based on theories of
organizational death (Crosina & Pratt, 2019; Sut-
ton, 1987) and post-death organizing (Walsh &
Bartunek, 2012), we expected that the emotions of
subsidiary employees and actions taken by leaders
would play an important role in subsidiary death.
Our initial analysis was therefore attuned to iden-
tifying issues and instances related to those two
aspects. Moreover, we were attuned to previous
findings that processes of organizational death
involve distinct phases (e.g., Sutton, 1987). Sensi-
tive to the possibility of temporal differences, we
noticed early that the feelings, leadership activities,
and identity of the subsidiary evolved over time.

Journal of International Business Studies



3 § E Subsidiary closures and relocations

Marty Reilly et al.

Following this initial analysis, we sought to
identify the specific phases of subsidiary death.
Using the temporal bracketing technique (Langley,
1999), we decomposed the flow of leadership
activities, employee feelings, and subsidiary iden-
tity into sequences punctuated by a change in the
impact on knowledge transfer. This led us to
identify two phases of subsidiary closure that
impact knowledge transfer: the break in cooperative
behavior phase and reinstated cooperative behavior
phase. Next, we used inductive analysis techniques
(Corbin & Strauss, 2008) to analyze employee
feelings and leadership activities in detail. We
started by creating first-order codes.

As typical for studies that seek to understand
emotions in organizational processes, we analyzed
the emotional experiences reported verbally by
individuals in the interviews and archival data (as
opposed to a direct display of employee emotions
in real time). This data involved retrospective
accounts in addition to accounts of emotions
experienced at the point of data collection. While
this data largely included the interviewee’s percep-
tions of the emotions of others (Kouamé & Liu,
2020); it also included emotions of the intervie-
wee — as the managers interviewed were also sub-
sidiary employees affected by the closure. As we
sought to identify the collective character of the
emotions experienced within a cohort of employ-
ees (so-called shared emotions), we triangulated
what different interviewees reported as witnesses of
expressed feeling states to validate the plausibility
of those perceptions (see Vuori & Huy, 2016). As we
had interviewed subsidiary managers of various
levels of seniority, the data on perceived emotions
by others captured a large base of subsidiary
employees. Overall, triangulation helped minimize
the risk of impression management by hiding true
feelings and forgetting affective responses (Kouamé
& Liu, 2020).

As organizational death is generally an emotion-
laden experience, we find that descriptions of
emotions and emotional reactions were frequent
and explicit in our data; these tended to have a
moderate-to-high level of activation (similar to
prior studies; see Crosina & Pratt, 2019; Walsh &
Bartunek, 2011). Attending to the valence of the
emotions, we noticed that some were of a negative
character while others were positive in that they
either impeded or enabled action in terms of the
necessary steps to transfer knowledge from Gamma
to other units. The valence is captured in the
aggregate dimension of emotions, i.e., the prevailing

shared feelings of subsidiary employees, differenti-
ating between emotional barriers (feelings that
inhibit positive progress in transferring knowledge)
and emotional enablers (feelings that facilitate
positive progress in transferring knowledge).

Additionally, we developed the aggregate dimen-
sion for subsidiary leadership practices related to the
activities of subsidiary managers and their efforts at
enabling and executing knowledge transfer. We
noticed that many of our first-order categories
spoke to subsidiary leaders trying to support and
influence the employees in forming an interpreta-
tion of ongoing events and the impending closure.
This drew our attention to sensegiving (Gioia &
Chittipeddi, 1991; Maitlis & Christianson, 2014;
Maitlis & Lawrence, 2007), which captures efforts
made to influence the sensemaking of others (Gioia
& Chittipeddi, 1991). We also noticed that many of
the subsidiary managers’ activities were aimed at
influencing the emotional experience of employees
(including lower-level managers) and designing
different incentives to motivate knowledge
transfers.

Finally, we advance the aggregate dimension of
subsidiary identity dynamics to capture how sub-
sidiary identity evolved during the closure process.
Similarly to how organizational identity captures
the essence of an organization (Albert & Whetten,
1985; Ashforth, Schinoff, & Brickson, 2020; Krei-
ner, Hollensbe, Sheep, Smith, & Kataria, 2015),
subsidiary identity refers to a socially constructed
perception of a subsidiary’s core characteristics that
is broadly shared by subsidiary members: it is “their
deeply rooted assumptions about who we are and
can be” (Gioia, Patvardhan, Hamilton, & Corley,
2013: 127). Similarly, a MNE meta-identity refers to
an understanding of the organization as an “inte-
grative structure” that “binds together” sub-identi-
ties (Pratt & Kraatz, 2009: 387) and is “central,
enduring, and distinctive to organizational mem-
bers in the various units” (Fortwengel, 2021: 1070).
Prior research shows that a subsidiary identity may
sit outside this MNE meta-identity, for example, in
the case of a recent acquisition (Clark & Geppert,
2011), while a subsidiary can be seen as “sharing”
the MNE meta-identity if subsidiary employees feel
that their unit’s identity is nested within the
corporation’s meta-identity i.e., the MNE meta-
identity stretches across the subsidiary. A subsidiary
identity may sit within the MNE meta-identity (be
“nested”) yet still remain distinct (Albert, Ashforth,
& Dutton, 2000; Ashforth, Rogers, & Corley, 2011;
Fortwengel, 2021; Kane, 2010) in how it blends
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aspects of the local and global in a unique way
(Colman, Gregaard, & Stensaker, 2022; Edman,
2016; Pant & Ramachandran, 2017; Voisey, 2010),
or privileges either the local or global aspects of its
identity (Vaara & Tienari, 2011).

Our analysis, which largely draws upon sub-
sidiary managers’ perceptions, revealed that the
subsidiary closure announcement fundamentally
disrupted core elements of the established sub-
sidiary identity. However, similar to the notion of a
legacy identification in organization studies (Eury,
Kreiner, Trevino, & Gioia, 2018), capturing how an
identity maintains part of its past core characteris-
tics within its current self-description, a legacy
subsidiary identity emerged as the closure pro-
gressed. We analyzed how both the previously
established subsidiary identity and the legacy sub-
sidiary identity related to the MNE meta-identity to
establish whether subsidiary employees shared the
MNE meta-identity following the closure

Table 1 Data structure

announcement. Table 1 below captures our final
data structure.

In terms of relationships between our constructs,
we found that the emotional response by subsidiary
employees, leadership practices, and subsidiary
identity discontinuity were interlaced. Specifically,
we found that the subsidiary identity dynamics
acted as a key underlying causal mechanism. To
analyze this in detail, we used a temporal sequenc-
ing technique that examined similarities and dif-
ferences in constructs over time; by doing so, we
moved towards a theoretical integration and a
process model (Grodal, Anteby, & Holm, 2021).
As an initial step in this analysis, we examined how
the perceptions of the emotional responses of
employees and leadership practices manifested
across the two phases of knowledge transfer and
how their relationship was described in the data.
We noticed some important relationships between
constructs (particularly within the second phase) as
well as differences across the two phases.

First-order codes

Theoretical categories Aggregate dimensions

Rejection of announcement/closure and employees disengage with MNE

Break in cooperative Impact on knowledge

Statements that conveyed conviction that something needed to happen behavior transfer
quickly to re-engage staff

Descriptions that conveyed how staff were willing to engage with knowledge Reinstated cooperative

transfer activities behavior

Statements that indicated objective of protecting and preserving company

and staff interests

Anger, frustration, discontent, shock Emotional barriers Emotions

Mistrust, betrayal

Sad, upset

Pride

Trust, sense of purpose

Emotional enablers

Counselling

Reassuring

Training and professional development

Additional financial incentives

Reflection, inflection, and establishing a new narrative
Local leaders emphasizing tradition of site delivery

Engaging with emotions  Subsidiary leadership
practices

Reconfiguring incentives

Sensegiving for subsidiary
identity

Informal one-to-ones and group sessions to reinforce sense of “we’re all in it

together”

Established subsidiary identity based on historical performance

Discontinuity in subsidiary identity (due to closure announcement)

Some continuity in subsidiary identity
Task-focused, narrower subsidiary identity

Disruption to subsidiary
identity
Legacy subsidiary identity

Subsidiary identity
dynamics
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To explain these relationships (George, Bennett,
Lynn-Jones, & Miller, 2005; Thomas, Cuervo-
Cazurra, & Brannen, 2011), we analyzed how our
informants described connections between the
perceived emotional responses of subsidiary
employees, leadership practices, and the influence
of those practices on the unfolding process (partic-
ularly in terms of enabling or hindering the com-
pletion of knowledge transfers). The logical starting
point was the subsidiary closure announcement, as
this was the trigger event for the emotional
responses, subsequent leadership practices, and
subsidiary identity dynamics that emerged. Our
focus on analyzing how emotional responses and
experience influenced actions aligns with theoret-
ical arguments about cognition shaping behavior
(Kouamé & Liu, 2020).

As our analysis progressed, we also noticed that
subsidiary leadership practices had shaped the
emotional responses of subsidiary employees at
lower levels. This was evident in lower and mid-
level managers making frequent reference to the
importance of the subsidiary senior management
actions in influencing subsidiary employee emo-
tions. For example, lower-level manager noted how
senior managers “looked genuine, they felt genuine
and their emotional intelligence was very good”
(Respondent 19). Moreover, we noticed that the
death of Gamma was described as “successful for
them as a whole” (Respondent 19), denoting a
desired outcome for the corporation in terms of
knowledge transfer. Our analysis therefore became
concerned with identifying the relationships
between our concepts that enabled this positive
outcome. To strengthen the trustworthiness of our
findings, we member-checked emerging themes
and the emerging model with some interviewees
(Lincoln & Guba, 1985).

The final outcome of our analysis was a process
model that illustrates knowledge transfer during
subsidiary death; rather than offering propositions,
our model presents a set of mechanisms to explain
an outcome (Cornelissen, 2017). To present the
findings of our process study, we opted for a
conceptualized composition where the concepts
are introduced first, followed by the theoretical
model (Berends & Deken, 2021).

While our theoretical model is based on the study
of one organization, we had an opportunity to
examine transferability by investigating the closure
of another long-established, primarily manufactur-
ing subsidiary of a European MNE. Operating in the
pharmaceutical industry, this subsidiary was also

based in Ireland. There, over 120 employees were
made redundant, and the subsidiary’s activities
were largely relocated within the MNE. After
examining archival data and interviewing a sub-
sidiary leader, we found that our model of knowl-
edge transfer during subsidiary death applied.
Regardless, we elaborate on the boundary condi-
tions and limitations of our findings in the Discus-
sion section.

PHASES OF KNOWLEDGE TRANSFER FOR
SUBSIDIARY RELOCATION

In Gamma, all subsidiary activities were to be
relocated. This demanded the transfer of existing
knowledge, including tacit and business critical
knowledge, to other locations:

“We needed an effective and timely transfer of knowledge.

There were millions of dollars’ worth of expertise and know-

how, data analytics, customer insights and so on that were

controlled by key people in the organization. And we needed

to transfer this over to the overseas team” (Gamma

employee as quoted in government report).
In the section that follows, we describe the two
phases of knowledge transfer for subsidiary reloca-
tion: break in cooperative behavior and reinstated
cooperative behavior for knowledge transfer. For each
phase, we illustrate the interplay of emotional
responses by subsidiary employees and shifting
subsidiary identity dynamics. For the second phase,
we also present subsidiary leadership practices that
allowed for progression towards a successful trans-
fer of knowledge from the Gamma subsidiary to
other sites within the MNE.

Break in Cooperative Behavior: Discontinuity

in Subsidiary Identity after Closure
Announcement Evokes Emotional Barriers
Inhibiting Knowledge Transfer

As the first phase, the break in cooperative behavior,
captures the response to the announcement of
subsidiary closure (that is, the point at which
employees were informed that the subsidiary would
be ceasing operations) and the subsequent unwill-
ingness among employees to accept this decision
and engage in knowledge transfer activities. While
prior studies have established that organizational
members may be demotivated and disengage dur-
ing organizational death (Blau, 2007; Harris &
Sutton, 1986; Sutton, 1987), our results show the
extent of this issue during subsidiary death. In
particular, our findings highlight the severity and
immediate implications for the MNE as knowledge
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transfer was inhibited. Respondents noted how the
subsidiary closure announcement compromised
their willingness to cooperate:
“Here’s a site that has just been told that look, they’re going
to be closing down in a year. And oh, by the way, we want
you to transfer your knowledge to these people over here,
over there. What's the motivation, the impetus to be able to
make sure that that is going to happen?” (Respondent 10).
To illustrate further, we elaborate on the intricacies
of this initial phase and provide additional empir-
ical evidence in Table 2.

Emotional barriers

The closure announcement signaled inevitable job
losses. Emotional barriers, which are defined as
strong negative emotional reactions among sub-
sidiary employees that inhibit knowledge transfers,
then manifested. These barriers included feelings of
(1) anger, frustration, discontent, and shock; (2)
mistrust and betrayal; and (3) sadness and upset.

Only very few senior managers of the subsidiary
were aware of the impending closure prior to its
announcement. Most employees, including many
in subsidiary leadership roles, were unaware and
unprepared. This caused anger, discontent, and
shock. One respondent noted that “some depart-
ments were shell-shocked, because they thought
they were completely protected...they were just
caught off guard” (Respondent 14). Employees were
shocked at the scale and magnitude of the
announcement, which effectively meant that all
operations (not just some activities) at the sub-
sidiary would cease: “it was not a surprise that they
were downsizing. It was a surprise for a lot of us
that they took the nuclear option, which is you pull
the plug” (Respondent 18). Media reports focused
on the magnitude of the closure, where over 500
people would lose their job (National newspaper),
and how “some families now are facing the loss of
two salaries. They are not ‘impacted’ by this
closure; they will be crucified by it” (National
newspaper). In addition to a feeling of shock,
employees were also upset, angry, and felt betrayed:
“people were in shock, people were very upset...—
There was a level of deceit associated with it”
(Respondent 17).

These emotions represented barriers to knowl-
edge transfer and the relocation of subsidiary
activities because they resulted in an unwillingness
among employees to accept the subsidiary closure
decision, including a denial that the decision
would be enacted. One respondent reflected:

“If I look at the first few weeks, it was anger. How could they
do this to us? We’d been such a high performing business as
a site for so long; they’d made a wrong decision. At the start,
people were probably thinking they’ll reverse this decision;
they know they’ve made a mistake; or this is wrong, and
nobody could understand it. You could even see senior
[subsidiary] leaders questioning: Why are they doing this?
This isn’t the right decision” (Respondent 19).
Given strong emotional barriers, subsidiary leaders
realized that it would not be possible to attempt
knowledge transfer and a relocation of subsidiary
activities at that time. Indeed, there were tremen-
dous levels of employee disengagement and loss of
commitment:
“They [corporate leaders] made a decision to close down and
that changed everything. That meant all of that effort of
fighting your battle, if you like, ended...they [subsidiary
employees] just weren’t motivated positively to do it [trans-
fer knowledge]” (Respondent 16).
Another respondent similarly described this lack of
motivation to engage in knowledge transfer: “some
people have the attitude of ‘let them fend for
themselves. I'm not going to help them; they’re
taking my job’” (Respondent 19). One manager
further highlighted the extent of damage that the
announcement had caused:

“The announcement itself is a pivot point that sets the tone,

and after that, we were in a very unfortunate situation where

it was damage control... some of them [corporate leaders

who made the announcement] just wanted to literally run to

the airport, because they knew they had a disaster on their

hands” (Respondent 16).
With worrying levels of disengagement and a loss
of commitment among subsidiary employees, emo-
tional barriers made it impossible for the subsidiary
to successfully transfer knowledge and relocate
activities. Further, for many employees, the closure
announcement prompted distuption to an existing
and well-established subsidiary identity and raised
many questions as to why the subsidiary (and the
roles within it) were now rendered obsolete (Bell,
2012; Harris & Sutton, 1986; Sutton, 1987). We
detail these dynamics below.

Disruption to subsidiary identity

Shortly after the subsidiary closure announcement
and the erection of immediate emotional barriers,
we observed a discontinuity in subsidiary identity.
Discontinuity is defined as a disruption to the
existing subsidiary identity experienced by employ-
ees, wherein the “character of one’s identity” (Eury
et al., 2018: 836) was misaligned with prior under-
standings. Prior to the announcement, the sub-
sidiary identity of Gamma was one of a distinct,
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Table 2 Break in cooperative behavior

Category and first-order code

lllustrative data

Break in cooperative behavior
Rejection of announcement/closure
and employees disengage with MNE

Statements that conveyed belief
that something needed to
happen quickly to re-engage staff

Emotional barriers
Anger, frustration, discontent, shock

Mistrust, betrayal

Sad, upset

Disruption to subsidiary identity
Established subsidiary identity
based on historical performance

“It was laid out to the business very, very clearly. People were quite vocal at the
announcement that, if you want this transfer to happen, and you mess us over, it will
not happen.” (Respondent 16)

“After the dissent in the first week or two, there was a lot of tension. Fighting over the
terms, an employee counsel was set up.” (Respondent 15)

“One of the smartest things the Ireland management team did locally, and it is now
seen as a best practice in the company, was to say, ‘Okay, over the next year, we know
that you folks are being made redundant, we’re going to do everything in our power to
put you in the best position possible to find employment once you leave [Gamma]'. ...
And the people in Ireland saw that significant investment as more goodwill if you will in
making this whole transition happen as smooth as possible.” (Respondent 10)

“The additional follow up mechanisms happened very, very quickly in that a
consultation group was formed — very, very quickly formed. How do we support our
staff in terms of venturing out to this new world, and what are the things that they
need to be aware of? So, for example, what support mechanisms do they need for
going and looking for jobs?” (Respondent 18)

“There was a lot of anger in the room. | mean real anger... people were just angry at
being let down... | think they were just really angry at the suddenness after all they’d
done and after all the programs for employee engagement. This is hypocrisy.”
(Respondent 15)

“Some departments were shell shocked, because they thought they were completely
protected... they were just caught off guard, because they thought they were in a
bubble... a number of departments were caught off guard.” (Respondent 14)

“It had been certainly concealed from people that this [closure announcement] had
obviously been in planning for quite some time, and there was a level of orchestration
and polish around the delivery of the message that also didn’t appeal to people. There
was a level of deceit associated with it.” (Respondent 17)

“For the last 20 years you have trusted them, and they have trusted you. And then you
walk in one day, and your trust is broken.” (Respondent 14)

“I think in the [Gamma] Ireland site, most people have been there for more than

10 years. And then we probably have 20/30% of people that have been there 20 years.
So, it's been quite a traumatic thing to happen.” (Respondent 11)

“People were in shock. People were very upset.” (Respondent 17)

“There was a sense that we've had ups and downs, we’ve had successes and failures
where we were making pitches for projects or programs and people knew, when
something was successful, they knew the effort that went into it. It wasn't like we only
knew each other for a while. We’d shared experiences of success for many, many years
and some failures along the way as well. They were all shared experiences.”
(Respondent 17)

“We took on more difficult projects, we took on projects with more dependency, we
took on projects which required more finesse. And those projects came to Ireland, not
because we were the cheapest, not because we were necessarily the best coders, but
because we had a development system that enabled things to be done quickly, at high
quality. And we were good at managing software projects and delivering software
projects ... we had a great software program that was built from Ireland.” (Respondent

D)
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Table 2 (Continued)

Category and first-order code lllustrative data

Discontinuity in subsidiary
identity (due to closure announcement)

“Right after that announcement, and if that’s done wrong, which it was in [Gamma],
you’ve basically multiplied the difficulty [of knowledge transfer] by 10 because now

you've lost the loyalty of the employees, you’ve lost the goodwill, it’s been squandered.
But local management are going to be held accountable nevertheless for delivering on
that [knowledge transfer]. So they have their work, they’ve got hundreds of disaffected
employees, and they have to turn around now and ask them to work professionally
when they really don’t want to... There was a sense of betrayal because we made
billions for this company, literally billions in margin over the 20 years. It was enormous,
it was measured in the billions. They [employees] couldn’t understand why, having
done everything that was asked of us, that the company was no longer fulfilling its side
of the social contract.” (Respondent 16)

“Some people would be psychologically affected by it, that they’ve lost their
workmates, their teams, their people.” (Respondent 15)

high-impact site with a long history of perfor-
mance. This identity had formed based on a history
of publicized, well-known achievements of the
subsidiary: “we always had products on the go,
always had new ideas, and we had good working
relationships with the U.S. because of our business
contributions. It was well earned because we
seemed to be a high-impact site” (Respondent 17).
Managers highlighted how the subsidiary had
“found our niche for the last 10 years...we were
doing a great job and getting great recognition
because of the revenue it was generating” (Respon-
dent 11). This was coupled with an expectation of
sustaining the subsidiary in the future by “devel-
oping the infrastructure that made us valuable, that
made us less expendable” (Respondent 15). It is
important to note that such descriptions of sub-
sidiary identity as “a high-impact site,” “business
contribution,” and “finding a niche” all refer to the
subsidiary as part of a global business, thereby
positioning the Gamma subsidiary within that
corporate network. This also means that the sub-
sidiary identity was seen as nested within the
MNE'’s meta-identity as a global organization
(Fortwengel, 2021), and that subsidiary employees
of Gamma shared the MNE meta-identity (Kogut &
Zander, 1993; Pant & Ramachandran, 2017).

The closure announcement was delivered by
corporate staff external to the subsidiary. It
involved a statement that the site would be closed
as a global cost-saving measure and that employees
would be made redundant over a 12-month period
with an initial cohort leaving within 5 months.
Closure and relocation of subsidiary activities to
other sites was inconsistent with the established

subsidiary identity and threatened the perception
ingrained among Gamma's employees of the site as
a high-impact and high-performing subsidiary of
the MNE. It contradicted a strong subsidiary iden-
tity built upon previous achievements and histor-
ical performance:
“Why is the site shutting down? Why am I losing my job?
Why can’t I come to work anymore? So, you're being very
close to an individual’s personal life in a job they could have
been in for twenty plus years. And they gave so much to the
company. So, there’s a huge emotional connection with that
community, that organization. You are part of a commu-
nity, and they have just broken your trust” (Respondent 14).
This interplay between strong emotional responses
and the perceived inconsistency with an estab-
lished subsidiary identity aligns with previous
studies of organizational death (Harris & Sutton,
1986). Additionally, we observed how disengage-
ment with the MNE meta-identity directly
impacted on the willingness of employees to
engage with knowledge transfers. Respondents
described how “it became like a siege mentality...
you stopped caring about corporate at that point,
because all you trusted were the people you were
able to talk to face-to-face, and who were genuine”
(Respondent 19). The challenges for knowledge
transfer, in particular for the transfer of tacit
knowledge that requires extensive communica-
tions, were well documented: “it was pretty hard
to get people that would give that kind of commit-
ment in a shutdown situation” (Respondent 13).
Next, we describe the second phase whereby the
interplay of subsidiary leadership practices, emo-
tional responses, and subsidiary identity dynamics
become apparent.
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Reinstated Cooperative Behavior: Regaining
Commitment of Subsidiary Employees to Enable
Knowledge Transfer
The second phase, reinstated cooperative behavior,
captures efforts by management to engage with
subsidiary employees and regain their commitment
in order to realize knowledge transfers. Local man-
agers recognized the immediate need for greater
efforts to re-engage staff to enlist their support in
the closing of the site:
“You need to develop an anchor or a fishhook to bring them
[the employees] back — throw them a life buoy or a life vest —
because they can completely emotionally switch off and still
end up walking out the door legally entitled to a [redun-
dancy] package. But they don’t have to do anything. So, you
need to somehow get them back” (Respondent 14).

To reinstate cooperative behavior, subsidiary
managers adopted three local leadership practices:
(1) engaging with emotions; (2) reconfiguring incen-
tives; and (3) sensegiving for subsidiary identity. These
subsidiary leadership practices helped to reinvigo-
rate a willingness to cooperate in knowledge trans-
fer activities. We elaborate on these mechanisms
next and provide additional data extracts in
Table 3.

Engaging with emotions

The first subsidiary leadership practice, engaging
with emotions, captures efforts by subsidiary man-
agers to respond to and satisfy the emotional needs
experienced by employees via counselling and
offering reassurances. Subsidiary managers high-
lighted how managing the emotions of employees
was critical to building the motivation needed to
complete the knowledge transfer required for relo-
cating activities: “The hard, unfathomable piece
that can potentially just run riot is the emotional
responses of people...and if you don’t get that piece
right, you’re not going to get the other piece right
[the transfer of activities]” (Respondent 16).

To engage with emotions, subsidiary managers
became highly cognizant of the feelings of individ-
uals and the ways those feelings changed over time:
“Managers are dealing with individuals. They've
got an amount of people in their team, and now
they’re dealing with the emotive aspects of people
being laid off...you go through that standard thing
of denial — acceptance” (Respondent 6). However,
even as acceptance of the subsidiary closure deci-
sion set in among subsidiary employees, managers
were still faced with the challenge of re-motivating
them to ensure business continuity and

engagement with the knowledge transfer needed

to relocate activities. One respondent expressed

this challenge as:
“There’s a period of time where there’s acceptance that
creeps in; ‘okay, I am now losing my job.” The challenge of
management is...there’s a body of work that we need to do
to keep the business going. How do we motivate and
incentivize people to be sure that they keep doing that?
Because, effectively, we're still professionals ourselves. And
how do we generate that feeling amongst people to make
sure that they’re still motivated and still incentivized? And
that presented a challenge” (Respondent 6).

We find that subsidiary management took on a
greater leadership role in engaging with the emo-
tional needs of subsidiary employees as they were
closer to the affective responses from employees
compared to HQ managers. Many subsidiary man-
agers also shared the emotional responses of their
employees, which included shock, anger, denial,
and upset. This gave them a better sense of what
actions may be most suitable for engaging with
emotions. Subsidiary managers recognized the
importance of engaging with emotions by offering
reassurance and emotional support:
“You're dealing with people’s level of motivation. You're
dealing with people’s future as well, and they’re coming
back to you, and they’re scratching their heads, and they're
trying to figure out their next step. And they’re looking for
guidance, they’re looking for some mentorship. They're
looking for people to put an arm around their shoulder and
say where’s my value? Where’s my net worth?” (Respondent
6).
To provide emotional support, subsidiary managers
participated in training that better equipped them
for dealing with employee anxiety. They also
brought in external support, as highlighted by
one respondent who noted that “every single
person had a career counselling session with pro-
fessionals brought in.” The same respondent also
stressed a need to:
“Appreciate the anxieties [by] anticipating those anxieties
and making sure you've taken provision. We did put
extensive counselling initiatives in place. That’s very key.
If people can’t function and they feel too emotionally
drained to function, you're not getting any objectives met”
(Respondent 16).
Counselling sessions and engagement with the
feeling states of employees helped to influence
subsidiary employees’ emotions. While the passage
of time helped settle the emotions that presented
barriers to knowledge transfer, we also observed
how this practice was instrumental in reducing
emotional barriers:
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Table 3 Reinstated cooperative behavior

Category and first-order code

Illustrative data

Reinstated cooperative behavior
Descriptions that conveyed how
staff were willing to engage with
knowledge transfer activities

Statements that indicated objective of
protecting and preserving company and
staff interest

Reconfiguring incentives
Training and professional development

Additional financial incentives

Engage with emotions
Counselling

“There was the exceptionally high level of professionalism from the Ireland site when it
came right down to it. People wanted their knowledge to live on, they wanted their
partners [receiving sites] to be successful, and it was important to them to do a good job.
And that drove a lot of the motivation.” (Respondent 10)

“Of the 450 odd employees impacted by the Ireland exit, | would say easily 250, 300
were directly involved in transferring knowledge. And that may be as simple as phone
conversations with the recipient, or it could be manufacturing guys on the line bringing
teams around, showing them, training them. So, it was very much an employee led
activity; employees were very much involved all the way... that’s the only way it could
have been successful because the knowledge is certainly not centralized, its very broad.”
(Respondent 3)

“We were under obligation to protect the company, its brand, its revenue, its profitability,
and its assets. So, wearing the company hat on one side — and there’s a whole load of
work that was happening to preserve that, and the second was about preserving and
protecting the interests of the employees.” (Respondent 16)

“People overall were very mature, very proactive, wanting to make sure that they did a
good job of handing over the remaining activity. There were very few people that were
disengaged. | could probably count them on one hand. To be honest, | think part of that
is due to the way in which [Gamma] treated people. We went through extensive effort
around giving people the opportunity to upskill, we developed a lot of training
opportunities for people, we had subject experts coming in to provide training in lots of
different areas.” (Respondent 12)

“We agreed at the very start of the consolidation program that we’d have a form of a
social contract where we would focus on people’s wellbeing, education, training,
financial advice, and put a very, very good suite of support programs in place. In turn,
they [subsidiary employees] would support the business in terms of transferring
programs.” (Respondent 5)

“We supported everyone with training programs, education programs. We had a wellness
program. We had parties, we had farewells. We had a very comprehensive program to
make it a viable experience for people over a year and set them up for success.”
(Respondent 17)

“This is where we are. We still have 9 months of work that we need to do. A chunk will
involve things that you might not like seeing, which is tearing down the machines and
shipping them over to the other site. That's the nature of the beast. The company is going to
support you between now and then in certain ways. In return, what the company’s looking
for is that you will also support them in terms of helping with knowledge transfer or doing
transfers over a period of time... there were incentives included in that to make sure that
people were motivated and to make sure this worked.” (Respondent 6)

“There were incentives put in place for our site for people, so that people would remain
engaged and do a good job in transferring that knowledge.” (Respondent 12)

“Managers got plenty of support from an emotional point of view... Not everybody
would openly talk about it [their feelings], but plenty did... That's part of any therapy,
that people see other people break down with that. Maybe they think they’re sad, then
they see somebody stronger. Or they thought they were stronger, [but] broke down in a
room full of people.” (Respondent 14)

“Everybody could get one on one counselling sessions... we didn’t actually advertise the
extent to which we were doing that upward [to headquarters management], because
you don’t invite trouble.” (Respondent 16)
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Table 3 (Continued)

Category and first-order code

Illustrative data

Reassuring

Sensegiving for subsidiary identity
Reflection, inflection, and
6establishing a new narrative

Local leaders emphasizing tradition of site
delivery

Informal one-to-ones and group
sessions to reinforce sense of
“we’re all in this together”

Emotional enablers
Trust (in local leadership)

“The important thing | think in all of that was that you separate the strands of emotion
and you address them all separately, right. So, the fear and anxiety about the future and
their career, you get financial advisors in, which we did to help everybody on a one-to-
one basis, figure out their money, how are they going to make ends meet. Anxiety
around careers: a big drive on that, to say, hey, listen: you think you've nothing, no
qualification? Of course you have. And then, because people totally underestimate their
own worth and what they can bring to a company. So, you bring employers in, and you
bring recruiters in, and you do all sorts of stuff that helps people believe that they do have
value, that they do have something they can bring to the market. And so, we did a lot of
that.” (Respondent 16)

“I suppose there’s a curve of emotions that people go through... you're still trying to do
the right thing for them, be as flexible, ask them how they’re getting on, mental health,
all that good stuff, it’s important. | think people go through cycles like grief, people deal
with it differently.” (Respondent 4)

“People internalized that this business is not doing well, and, to an extent, it was also
reinforced by the local management. Explaining why a company is pulling out of a
country can be best understood by looking at the macro financial picture and the macro
business picture. So, we did spend a lot of time on that. We explained to people what was
going on and why things were happening... it’s really a situation where authentic
leadership is absolutely crucial and credibility is crucial.” (Respondent 17)

“People could see that while the corporation had made a decision to cancel or close the
site, the Ireland site and the leadership team had done a good job of securing, | suppose,
extra recognition for the fact that people would have to do this in a context where they
are knowingly losing their job and effectively training other people to do their job.”
(Respondent 12)

“We had spent years developing the infrastructure that made us valuable, that made us
less expendable... We've done a great job, we’ve always done higher value add, higher
development activity, we got out of manufacturing. [Plant Manager] actually pulled us
out of manufacturing ahead of the curve. So, we’ve done an amazing job to still be here.
But now, here we are, so let’s continue and let’s do it [subsidiary closure].” (Respondent
15)

“The Ireland team is known for being quite aggressive. They’re known for delivering on
commitments... [we] were able to get ownership for things like business insights and
forecasting, we had a marketing team, we had a competitive intelligence team that we
developed. So, all of those were started with seedlings of expertise and then they
gradually grew.” (Respondent 7)

“We agreed to give people time. Communicate and have sessions openly talking about
what has happened. If anybody needs to come to talk, then we’re here. Any questions at
all, come back. Even if it was silence in the room, let people vent their frustration and
what they’re frustrated at because that’s half the battle.” (Respondent 14)

“Everyone rallied together and everyone helped each other out at that initial time anyway
because we knew we were all in the same boat.” (Respondent 19)

“Because everyone was being let go you felt okay, what you’re saying [local
management] is genuine and | trust you. You also knew that they [local management]
were putting your interests ahead of their own a lot of the time, or that’s what it felt like
because a lot of what they were doing was trying to help you. You knew they needed to
help themselves as well, but it felt like they were putting the employees ahead of
themselves.” (Respondent 19)

“It was the local management that stepped up, and the corporate [managers] either did
not have visibility or interest in driving all the touchy-feely stuff. They didn’t really care
whether or not the local company arranged training in new careers, exit interviews,
training. We did a big career fair. If it was down to the company, I'd say they wouldn’t
have allowed that because we spent an arm and a leg on it.” (Respondent 16)
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Table 3 (Continued)

Category and first-order code

Illustrative data

Sense of purpose

Pride

Emotional barriers
Sad, upset

Legacy subsidiary identity
Some continuity in subsidiary identity

“There was an enticement, for the want of a better word, as many people as possible
wanted to stay until the end purely because there was a body of work that we needed to
complete out, and there was a project handover that we needed to complete with some
of our west coast folks [receiving sites in U.S.]. And that was inclusive of tacit knowledge
and also transfer of assets.” (Respondent 18)

“There’s ways to do a shutdown, [but] when you’re part of it, it's quite an emotive topic,
yes. | suppose the incentives were one piece, the financial incentives do give a bit of a
blanket to people and give them a little bit of a justification in their own minds why
they’re doing it. But they’re not the only thing...we had an amazing engagement model
here where our engagement levels for the employees were quite high... we leveraged
that engagement model and used that for the knowledge transfer and the site
shutdown.” (Respondent 8)

“People took pride in what they did, and they were very proud of their work. So, when
they were asked to transfer the knowledge, they felt it was a good opportunity... this is a
way for me to wrap up everything that I've done, be proud of it, present it, and show the
people that I'm a strong person, a strong employee, and I've done good work... It was
like their baby. They’d built it from the ground up, so they wanted it to be successful.”
(Respondent 19)

“There was that real sense of wanting to do the best that we could from the engineers up.
It’s hard to explain, and | don’t know if any other people have referred to that as well. But
I would say 95% of people were fully engaged in the process after they had picked
themselves up.” (Respondent 11)

“People were very upset that they were going. The sadness thing is something that kind
of came again and again because they [employees] had different dates for when people
were leaving after they finished training somebody else in, or they finished up a line
they’d leave. So every month or so a whole bunch of people would leave, and they’d be
saying goodbye in some cases to people they had worked with for 20 years.”
(Respondent 16)

“There’s that sense of dealing with those emotions of letting people down. Personal
failure that this is happening on your watch and then just dealing with the uncertainty of
where am | going to get a job? Have | got the skills? Each and every one of us has to go
through that cycle ourselves.” (Respondent 17)

“One of the things that we [Ireland R&D team] had done really, really well for 10 or
15 years: we had a R&D charter, we were able to push programs very aggressively. We
were good at measuring the risk and keeping things moving in an aggressive nature. We
were handing over to the R&D site in [other subsidiary site]; they didn’t have that... it was
a strange dynamic because the team, even though they were losing their jobs and getting
very close to an end date, there was still an element of we can do this better than the
receiving site... there was nearly an uplift in spirits to a certain degree, because there was
a feeling of unity in that everybody was in it together. There was also a feeling of, we've
pulled this off. We’ve done it, we stand proud that, as a site, we’ve done this handover
very, very successfully, and we’ve done a really good job, and we’ve done ourselves
proud.” (Respondent 13)

“The biggest thing | suppose was the leadership team on site probably signing up to it:
we're going to do this, and the employees just followed through on it.” (Respondent 8)
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Table 3 (Continued)

Category and first-order code lllustrative data

Task-focused, narrower subsidiary identity

“I still have a duty to provide a service... what made the knowledge transfer successful

was people just put so much work into it. They really did, and | think people knew that
was the finish line. It was like, once | do this knowledge transfer that’s more or less my
end, what’s expected of me... it actually works out better because you get that closure
and you feel like you can let it go then and you can dust yourself off. Okay, it's done and
you get that piece of closure.” (Respondent 19)

“We’re not going to drop the ball on a major product that’s in the development cycle.
We're going to support the knowledge transfer, and we’re going to go out with a bang.”

(Respondent 17)

“It amazes me that people still come in [to work]. Some of it
is that they have an element of, by coming in, you have the
support network and everybody’s in the same boat — and
there’s an element of support there” (Respondent 11).
Engaging with employee emotions thus helped to
reassure and provide continuity — an outcome that
was also observed in a prior study of organizational
death (Crosina & Pratt, 2019). It further allowed
individuals to repair pre-existing internalizations
(Gaines, 1997: 550), or trust in local management
in the case of Gamma. However, trust in corporate
and headquarters management remained broken:
“I trust the Irish manager now; I no longer trust corporate,
because corporate have made the decision to close the site. I
think a lot of people, even people who are realists, would say
they didn’t think it felt like the right thing to do... So,
straight away, people said okay, we don’t care what corpo-
rate do anymore; we just care about our internal side, from
our Site Manager, who was the main leader, down. You
trusted them but anything above him, I don’t think anyone
cared if they were involved or not” (Respondent 19).
Engagement with emotions was an activity that
facilitated the reduction of emotional barriers and
required continuous engagement with employees
across this phase. To illustrate, as employees were
being let go in batches over an extended time
period, each batch of departures ran the risk of
becoming a catalyst for further emotional barriers
and prompted subsidiary managers to put in place
ongoing emotional support. One respondent cap-
tured the emotional challenges associated with
staff leaving in different phases: “the sadness thing
is something that came and came again, because
they had different dates for when people were
leaving” (Respondent 16). Critically, lower levels
of management commented on how they “have
nothing but praise for the senior management.
They put in a very good support structure”
(Respondent 18). Similarly, the senior leaders in

Gamma were cognizant of their own roles, as “so
much depends on the management team”
(Respondent 15), and “if Gamma had done noth-
ing to support people, I'm sure we would have
seen a very different response from individuals”
(Respondent 7).

Reconfigure incentives to reinstate cooperative
behavior

The closure announcement heightened employee
self-interest, or their need to protect their individ-
ual financial well-being and to seek future employ-
ment. This shattered their motivation to cooperate
in knowledge transfer on behalf of the corporation.
Traditional mediums- or long-term incentives, such
as promotion or job security, were no longer viable
options. Subsidiary leadership therefore sought to
reconfigure incentives by shifting towards progres-
sive incentives for the immediate personal benefit
of subsidiary employees in order to reinstate coop-
erative behavior. Specifically, these incentives
included training and professional development
as well as additional financial rewards to support
extrinsic motivation.

In terms of training and development, this served
employee interests by boosting their job market
readiness. It was an incentive that employees valued,
as evidenced by the level of uptake for training courses
and development efforts. Out “of the 500 employees
affected, 322 participated: that’s 64%” (Gamma
employee as quoted in government report). The
provision of additional incentives focused on skills
development was configured swiftly by leadership:

“Very quickly it got into, okay this [subsidiary closure] is

happening. There’s nothing we can do to change it. Now,

what can we do to give people the best opportunity to
maximize — whether it be training or skills — upskilling? Let’s

get people on the track to get into a better position for when
it does happen” (Respondent 19).
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In terms of financial incentives, it was deemed
necessary to explicitly offer knowledge transfer
rewards to employees beyond the agreed redundancy
package: “They [management] actually came out and
said, ‘Look, what we’ll offer is a bonus for people who
stay to transfer knowledge’” (Respondent 15). Man-
agers highlighted how these financial incentives
offered a pathway towards the transfer of knowledge.
One respondent noted how “the ulterior nature of
those types of things [employee supports and bonuses]
would be that I'll get buy-in from staff: they’ll stay
here, and they'll do what I'm asking them to do as part
of the knowledge transfer” (Respondent 6).

This mutual arrangement acted as a mechanism
for regaining employee motivation in return for the
additional supports and benefits on offer: “It was
reciprocated. There was a sense that you [subsidiary
senior management] have stood up for us [employ-
ees], you've protected us, you've supported us”
(Respondent 17). While distrust was directed at
corporate managers, trust in local leaders, as a key
emotional enabler was evidenced in “a really big
trust circle; everyone really trusted the local
team...They were able to sense what the mood
was, when to discuss future training, when to
discuss current situations” (Respondent 19). This
trust was firmly based on shared experiences and
the credibility of local senior management due to
the significant efforts they took to protect
employee interests. Subsidiary senior leadership,
as described by those in lower and middle manage-
ment roles, was highly authentic.

Leadership practices to protect employee inter-
ests played a key role as a precursor to any other
efforts related to ensuring business continuity and
knowledge transfer for the relocation of activities as
required by the MNE. A respondent recounted this
critical role as:

“We emptied every drawer that had any money in it, and it

went into that [training and personal development pro-

grams] and other things ... the local management under-
stood [that] if you didn’t do these things, the company

wouldn'’t get its objectives met” (Respondent 16).
Collectively, the reconfiguration of incentives
prompted greater employee engagement by reduc-
ing emotional barriers and adhering to both the
financial and emotional needs of employees. Next,
we describe how sensegiving practices facilitated a
shift in the subsidiary identity dynamics.

Sensegiving for subsidiary identity
Sensegiving can be defined as efforts made to
influence the sensemaking of others, for example
by providing “a viable interpretation of a new
reality” (Gioia & Chittipeddi, 1991: 443). For
Gamma employees the new reality referred to the
status change of an organization destined for
closure, but still tasked with maintaining business
continuity and associated knowledge transfer activ-
ities. We found that sensegiving practices adopted
by local management supported the emergence of a
legacy subsidiary identity by reinforcing the expe-
rience and reality that “everybody was in it
together” (Respondent 13). Centered on communi-
cation, these sensegiving practices manifested in,
for example, group and one-on-one sessions
between subsidiary leaders and employees:
“A part of what my job over the last nine months was to
manage people very directly through that process. It is very
difficult to say to somebody in the cold light of day, ‘Yes,
you are losing your job, but you have an awful lot of
knowledge now, and we will go and give it to somebody else
who is taking your job in a higher cost location.” So, they

were very sensitive conversations to manage” (Respondent
9).

Resulting from the significant inconsistency
between the subsidiary closure decision and the
established subsidiary identity of a high-perform-
ing, high-impact subsidiary with a strong track
record and credibility, employees lost their sense of
“who we are” as a subsidiary. Given that the
subsidiary identity of Gamma prior to the closure
announcement was firmly nested within the meta-
MNE identity, employees experienced a noticeable
disruption to their established identity. As organi-
zational identities are socially constructed (Edman,
2016; Voisey, 2010), a new shared perception by
subsidiary members had to be created to fulfil their
need for a sense of purpose or legitimacy to their
work (e.g., Pant & Ramachandran, 2017). This was
evident in the emergence of a legacy subsidiary
identity. Building on prior work (Eury et al., 2018;
Kreiner & Ashforth, 2004), we define legacy sub-
sidiary identity as the subsidiary drawing on its
familiar, established identity, while reflecting the
new reality of an impending site closure.

Referring to the “legacy” of Gamma provided for
some continuity in that it emphasized the core
high-performing attributes of the subsidiary,
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especially its characteristic of always delivering on
its objectives. Subsidiary leaders extrapolated this
core characteristic of Gamma’s identity to the
closure process and the need to transfer knowledge
so that a legacy subsidiary identity could manifest:
“Even since the shut-down [announcement]|, we have deliv-
ered over $50 million of incremental revenue ideas this year
to the business. We have also primed the pump for next year
with the receiving team. We have generated a list of
ideas...We have gone through initial scoping and initial
sizing of those opportunities with a view to trying to prime
the pump for them and set them up for success for next

year” (Respondent 9).

Important in the MNE context, the legacy sub-
sidiary identity acknowledged that, while the sub-
sidiary would die, the wider MNE would survive:
“the corporation is trying to be infinite, and we are
very finite within that position. They’re just trying
to sustain on an ongoing basis. So, they [the
corporation] will morph and twist and turn”
(Respondent 9). Moreover, a clear demarcation in
the legacy subsidiary identity and MNE meta-
identity was evident in statements such as “They
[corporate] had cut their ties ... we no longer have
that loyalty to the company from a corporate side”
(Respondent 19). We interpreted such data as
evidence of the legacy subsidiary identity no longer
being nested with the MNE meta-identity and
subsidiary employees no longer sharing the MNE
identity.

Despite subsidiary employees no longer sharing
the MNE meta-identity, the legacy subsidiary iden-
tity enabled knowledge transfers because it pro-
vided a residual connection with the traditional
behavior and history of the subsidiary. In their
communications, subsidiary managers reinforced
this connection by stressing a return to Gamma's
history of high-performing practices and estab-
lished tradition of delivering on MNE objectives.
Such efforts helped achieve the objective of knowl-
edge transfer within a specified period: “it [knowl-
edge transfer] just becomes normalized as a new set
of projects. Okay, they're terminal ones, but you
can’t run away from reality” (Respondent 15).
Through the emergence of a legacy subsidiary
identity, sensegiving practices by subsidiary leaders
re-ignited intrinsic motivation; employees now
wanted to act in accord with their subsidiary’s
legacy identity. This helped to reinstate cooperative
behavior for knowledge transfers.

Additionally, while emotional barriers, such as
sadness, were a constant across both phases, we
observed how the emerging legacy subsidiary

identity and associated efforts to act consistently
with this identity reinforced the emotional
enablers. Specifically, the legacy subsidiary identity
evoked a positive feeling of pride among subsidiary
employees. Evidence of this was found in subsidiary
employees (including managers) reflecting on pre-
vious achievements and celebrating their collective
accomplishments. Eventually, they moved towards
a feeling state of closure associated with the com-
pletion of knowledge transfers as evidenced in the
reflections of one subsidiary manager:
“People took pride in what they did, and they were very
proud of their work. So, when they were asked to transfer the
knowledge, they felt it was a good opportunity. I suppose it’s
a good opportunity to get some closure on everything that
you’ve done. And I think closure is a really good way to
describe it, because it’s a way for me to wrap up everything
that I've done, be proud of it, present it, and show the
people that I'm a strong person, a strong employee, and I've
done good work” (Respondent 19).
The execution of knowledge transfer activities
afforded employees an avenue to demonstrate their
worth, ensuring that their past and current efforts
would be maintained and nurtured in the future:
“I needed to feel that the company will look after itself...it
was like their baby. They’d built it from the ground up, so
they wanted it to be successful. So, it was in our best interest
to do the best knowledge transfer we could do. So, when the
future team took it, they could keep the success going...they
had such pride in what they had built” (Respondent 16).
While it may seem counterintuitive, the emotional
experience of subsidiary employees towards the end
of this phase was more positive than negative:
“People wanted to do their best. They wanted to say, “We've
had a great career in [Gamma], and we’ve done some
fantastic things over the last ten to fifteen years as an R&D
team. We're going to leave on a high” (Respondent 10).
Employees took this more positive emotional feel-
ing state into the final stage of achieving the
outcome of knowledge transfer during subsidiary
relocation. In the section that follows, we elaborate
further on this outcome.

Realizing knowledge transfer

As described above, subsidiary leadership practices
enabled knowledge transfer both directly (via the
reconfiguration of incentives) and indirectly
(through their impact on the emotional experience
of subsidiary employees, as well as the emergence
and subsequent leveraging of a legacy subsidiary
identity). At the end of the subsidiary death
process, knowledge transfer objectives were real-
ized. This was evident in statements such as “there
were hundreds and hundreds of knowledge transfer
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trips completed across a spectrum of competencies
that were needed to fulfil that overall mission,
whether it be R&D technical staff, manufacturing,
[or] supply chain” (Respondent 12). Another
respondent observed:
“Everything that we have on active projects, everything that
we have from a roadmap point of view in terms of future
products, they are all still live and real and have been shared
and ownership of those have been transferred” (Respondent
7).
A particular focus fell on the transfer of specialist
knowledge areas, core competencies onsite, and
ongoing research and development programs.
Managers implemented roadmaps to ensure that
milestones were set up and accountability was
established at both the sender and recipient levels:
“We treated knowledge transfer as we would any project: we
had a set of key deliverables, we had our milestones, we had
our sign-offs. So, products that were mid-cycle, we worked
within that structure...we picked a stage-gate point that
would have made sense to the target point; okay, at this
transition point, we will transfer accountability across for
the program” (Respondent 8).
To corroborate these findings, we also gained
insights from one respondent who opted to relo-
cate from the subsidiary to HQ. He attributed the
success of knowledge transfer process at Gamma as
largely being dependent on how: “the company put
the ownership and responsibility completely
within the Ireland management chain” and
explained that the organization has subsequently
“used that [process] as a template for how succes-
sive knowledge transfer activities would go”
(Respondent 10). At the end, the subsidiary was
closed, all activities were successfully transferred,
and business continuity for the corporation was
maintained.

MODEL OF KNOWLEDGE TRANSFER DURING

SUBSIDIARY DEATH
Linking our empirical findings with relevant liter-
ature, we advance a process model of knowledge
transfer during subsidiary death. Our model applies
to subsidiary closure situations where knowledge
transfer occurs within the MNE, i.e., subsidiary
activities are to be relocated rather than termi-
nated. Figure 1 depicts the model that resulted from
our study.

Our model of knowledge transfer during sub-
sidiary death is guided by previous research on
organizational death that emphasizes the process
unfolding over time (Crosina & Pratt, 2019;

Whetten, 1987). The process of a subsidiary “dying”
begins with the announcement of the shut down
and culminates with subsidiary closure wherein
activities have been relocated. Our model also
relates to prior studies of organizational death in
that we identify phases that differentiate between
discrete stages of the process (Sutton, 1987). In
terms of the willingness of subsidiary employees to
engage in knowledge transfers, we identify two
unique phases of subsidiary death before final
closure.

Our model further reveals the centrality and
layered nature of subsidiary identity dynamics
during the process of knowledge transfer during
subsidiary death. Prior research identifies how a
subsidiary, such as Gamma, may enjoy a distinct
subsidiary identity (Pant & Ramachandran, 2017;
Smale, Bjorkman, Ehrnrooth, John, Maikeld, &
Sumelius, 20135), yet also share the overall MNE
meta-identity (Colman et al., 2022; Fortwengel,
2021; Kane, 2010). Sharing the MNE identity allows
a subsidiary to be part of the social community of
the MNE, enabling knowledge transfers (Kogut &
Zander, 1993, 1996). Our model shows how the
unexpected announcement of an impending sub-
sidiary closure, a final and disruptive event, renders
asunder the subsidiary’s longstanding shared iden-
tity with the MNE. This not only caused the
absence of a key enabler of MNE knowledge shar-
ing, but also evoked a break in cooperative behav-
ior. Moreover, emotional barriers of subsidiary
employees exacerbated this break in cooperative
behavior.

Our model then shows how the break in coop-
erative behavior was addressed through a set of
reinforcing subsidiary leadership practices. While
the central role of leadership practices in influenc-
ing the organizational death process has been
observed in a prior study (Sutton, 1987), we detail
the specific subsidiary leadership practices influ-
encing the knowledge transfer process within the
MNE context. Sensegiving by subsidiary leadership
established some sense of continuity in identity at
the subsidiary level (see also Corley & Gioia, 2004;
Gioia, Schultz, & Corley, 2000). It provided a
narrative that connected to the subsidiary’s prior
established identity, thereby facilitating the emer-
gence of a legacy subsidiary identity. While this
legacy subsidiary identity reflected the change in
the subsidiary status during the process of dying
(Sutton, 1987), its continuity with the past encour-
aged employee willingness to engage with
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Figure 1 Model of knowledge transfer during subsidiary death.

knowledge transfers — despite the absence of a
shared identity with the MNE.

Moreover, recognizing that the emotional state
of individuals influences their response to organi-
zational death, which is a traumatic event (Blau,
2007), our model captures how emotional barriers
(including anger and mistrust) trigger a break in
cooperative behavior. Further, our model depicts
how the emotional responses of employees can be
shaped by management (e.g., Vuori, Vuori, & Huy,
2018); in our case, this occurred through subsidiary
managers engaging with employee emotions and
reconfiguring incentives. Interestingly, these lead-
ership practices acted not only as a traditional
extrinsic motivator for employees (in terms of
reward), but also reduced emotional barriers (e.g.,
mistrust, frustration, and discontent). Through
these interventions and similar to other cases of
organizational death (Sutton, 1987), once emo-
tional barriers were reduced, emotional enablers
could take on greater valence as subsidiary death
unfolded. This change in the emotions of sub-
sidiary employees helped reinstate cooperative
behavior, allowing knowledge transfer to proceed.

Finally, incorporating both individual and orga-
nizational factors (including the management of
emotions, leadership practices, and the emergence
and subsequent leveraging of a legacy subsidiary
identity), our model presents a holistic framework
for understanding how knowledge transfer can be
achieved during subsidiary closure and relocation.
It also offers insights into situations where an MNE

can no longer rely on a subsidiary sharing its meta-
identity or on other traditional ways of motivating
employees to share knowledge.

DISCUSSION

The purpose of this paper is to develop insights into
how knowledge is transferred during subsidiary
closure and relocations. Based on our findings
drawn from a revealing case of subsidiary closure
where all activities were relocated within the MNE,
we developed a model of knowledge transfer during
subsidiary death (Figure 1). This enables three
contributions. First, we explore the dynamics of
knowledge transfers during subsidiary relocations.
Second, we bring novel insights to the growing
body of work on subsidiary leadership in an often-
overlooked but increasingly important part of
subsidiary evolution - subsidiary closure. Third,
we add to the understanding of identity in MNEs.
Below, we discuss each of these theoretical impli-
cations before detailing boundary conditions, lim-
itations, and future directions for research.

Knowledge Transfers During Subsidiary
Relocations

The international business literature offers few
insights into the process of subsidiary relocation,
especially as it relates to associated knowledge
transfers. The main focus of research into sub-
sidiary divestment has been on understanding why
subsidiaries are shut down, sold or relocated (e.g.,
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Benito, 2005; Berry, 2013; Boddewyn, 1979; Cou-
dounaris, Orero-Blat, & Rodriguez-Garcia, 2020;
Ozkan, 2020; Schmid & Morschett, 2020). While
prior studies on subsidiary evolution acknowledge
that subsidiary closures are a normal aspect of the
subsidiary lifecycle (e.g., Birkinshaw, 1996; Birkin-
shaw & Hood, 1998; Gillmore, 2022; Gillmore,
Anderson, & Ekman, 2021; Tippmann et al., 2018),
the execution of subsidiary relocations “on the
ground” has been underexplored. Addressing this
shortcoming, our research introduces the literature
on organizational death (e.g., Crosina & Pratt,
2019; Harris & Sutton, 1986; Sutton, 1987) into
the domain of international business to understand
knowledge transfer during subsidiary relocations.

Kogut and Zander (1993, 1996) establish a shared
MNE identity or “longing to belong” within the
social community of the MNE as a key mechanism
for knowledge transfer across units. We observed
that in the aftermath of the subsidiary closure
announcement, subsidiary employees no longer
share the MNE meta-identity. To our understand-
ing, this is the first study to explore knowledge
transfers wherein the condition of a subsidiary
sharing an MNE meta-identity (from the perspec-
tive of the knowledge sending subsidiary) no longer
applies. Importantly, we reveal how alternative
mechanisms can promote knowledge transfer in
such situations, and when many of the traditional
mechanisms for promoting sender willingness and
motivation to share knowledge are rendered irrel-
evant. Our model identifies how subsidiary leader-
ship practices to engage with emotions,
reconfigure incentives, and offer sensegiving can
create a legacy subsidiary identity that promotes
knowledge transfer. We find that these leadership
practices can motivate subsidiary employees to
continue with familiar practices (such as sharing
knowledge with other units) and instill a sense of
continued purpose. This adds to our understanding
of the range of interventions possible for promot-
ing sender willingness to share knowledge in the
absence of a shared MNE identity.

Our findings also spotlight the role of emotions
in knowledge transfers. To date, while recognizing
the importance of strong emotional ties between
MNE organizational units in facilitating knowledge
transfer (Nair, Demirbag, Mellahi, & Pillai, 2018),
the management of emotions has been a largely
overlooked aspect of knowledge sharing within the
MNE. However, our findings clearly demonstrate
the criticality of effective engagement with
employee emotions in knowledge transfer contexts

following a disruption or a break in cooperative
behavior.

We expect these findings relating to identity and
emotions to have implications for knowledge
transfer in other situations where there is exclusion
from a social community, including aspects of MNE
restructuring such as outsourcing and offshoring.
In a broader context, these findings could also be
relevant to situations where there are retrench-
ments from alliances, joint ventures, and project
partnerships.

Subsidiary Leadership During Subsidiary Death

Research to date has established the contributions
of subsidiary leadership in the growth stages of the
subsidiary lifecycle through building subsidiary
entrepreneurship (O’Brien, Sharkey Scott, Ander-
sson, Ambos, & Fu, 2019), connecting with the
external environment (Cano-Kollmann, Cantwell,
Hannigan, Mudambi, & Song, 2016; Lorenzen &
Mudambi, 2013), and influencing headquarters
(Bouquet, Birkinshaw, & Barsoux, 2016; Conroy
et al., 2019; Sarabi, Froese, Chng, & Meyer, 2020).
However, further understanding of the activities
and contribution of subsidiary leadership activities
to the MNE is needed (Meyer, Li, & Schotter, 2020).

By focusing on the activities of subsidiary man-
agers, we detail a set of subsidiary leadership
practices — engaging with emotions, sensegiving
to enable the emergence of a legacy subsidiary
identity, and reconfiguring of incentives - that
facilitate the reinstatement of cooperative behavior
among subsidiary employees. Importantly, these
activities by subsidiary leaders do not simply enable
the winding down of subsidiary operations; they
also provide for post-death organizing for the MNE
through their impact on successfully transferring
knowledge from the closing subsidiary. It is also
important to note that these practices are of no
functional benefit to subsidiary leaders. However,
they offer subsidiary leaders an emotional benefit
of pride and self-worth.

By revealing leadership activities at the subsidiary
level, our findings contrast with prior assumptions
that the organizing of subsidiary closure and relo-
cation and associated knowledge transfers fall
under the remit of headquarters (Buckley, 2009;
Buckley & Strange, 2015). Our analysis shows that,
given a loss of trust in headquarters management,
the task of ensuring knowledge transfer during
subsidiary relocations lies largely in the hands of
subsidiary leadership, who have a limited vested
interest in the continued success of the MNE. Our
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study therefore sheds light on a previously hidden
consideration for MNEs during subsidiary divesti-
ture. It also substantiates conjectures about the
vital role of subsidiary leaders when navigating
critical interfaces between headquarters and sub-
sidiary employees (Schotter & Beamish, 2011;
Schotter, Mudambi, Doz, & Gaur, 2017) and when
managing sensitive relationships on behalf of the
MNE (Meyer et al., 2020).

Identity within MNEs

Our findings further contribute to theories on
identity in MNEs (e.g., Fortwengel, 2021; Pant &
Ramachandran, 2017). First, we complement exist-
ing theory in showing the benefits of some conti-
nuity in subsidiary identity following a disruptive
event. Work on organizational spinoffs (Corley &
Gioia, 2004) and mergers (Clark, Gioia, Ketchen, &
Thomas, 2010; Maguire & Phillips, 2008) has
established that identity often changes over time
(Eury et al., 2018; Gioia et al.,, 2013; Pant &
Ramachandran, 2017) or in response to key
events — particularly following a disruption (Clark
et al., 2010). While the impact on identity in such
circumstances offers leaders an opportunity to
reconstruct new understandings of “who they are”
(Corley & Gioia, 2004), our study shows that it may
be desirable to offer a strong anchor in past
subsidiary identity through the creation of a legacy
subsidiary identity. Such an identity can help
maintain the established routines, practices, and
behavioral norms that are of continued relevance
to the activities and task obligations of the sub-
sidiary and MNE. Building upon Gioia et al. (2000),
we highlight the fluid nature of identity, differen-
tiating between an “enduring” identity and the
notion of an identity as having “continuity.” While
an enduring identity implies that it has perma-
nency and remains the same over time, identity as
continuous captures that it is malleable and capable
of retaining certain beliefs and values over time and
context (Gioia et al., 2000: 65). The emergence and
subsequent leveraging of a legacy identity in this
study demonstrates how identity continuity can be
married with responsiveness, as subsidiary identity
can evolve both over time and in response to
significant disruption.

Second, our findings have implications for the
relationship between subsidiary identity and a
shared MNE meta-identity. While distinct, a sub-
sidiary identity is usually considered as nested
within the meta-identity of the MNE (Fortwengel,
2021; Pant & Ramachandran, 2017). In contrast,

our findings show that a legacy subsidiary identity
may no longer be embedded within a MNE meta-
identity. However, as the legacy subsidiary identity,
at least in the case of Gamma, encapsulated
behavioral norms that were desirable for the MNE,
this disconnect did not negatively impact the
functioning of the MNE. Still, this finding may
have implications for other contexts where a legacy
subsidiary identity may not be so favorable —
particularly in the long-standing challenge of
achieving successful knowledge transfer following
subsidiary acquisitions (Bresman, Birkinshaw, &
Nobel, 2010; Sarala & Vaara, 2010; Zhou, Fey, &
Yildiz, 2020).

Boundary Conditions

While based on the study of the closure of an
established subsidiary of a U.S. MNE in Europe
where all activities needed to be relocated, we
believe many aspects of our model have broader
relevance. It is plausible that our findings hold in
other situations of relocating activities in global
value chains, especially in situations where tacit
and organizationally complex knowledge is
involved and job loss is inevitable (e.g., the termi-
nation of partnerships, alliances, and joint ven-
tures). Such situations are likely to evoke emotional
barriers and quash motivation in the affected unit,
leading to disengagement from knowledge transfer
activities.

In our study, the subsidiary had a well-estab-
lished identity and the closure decision represented
a noticeable disruption to this long-standing iden-
tity. It is likely that in situations where subsidiary
employees are primed for the closure of their site,
emotional barriers can be dampened. However, we
nonetheless expect the thrust of our model to apply
in that it would still be necessary to re-instill the
motivation that would enable the effective reloca-
tion of subsidiary activities. Similarly, we expect
our model to remain relevant in situations where
the subsidiary is located in jurisdictions with
weaker statutory rights and less generous norms
for supporting employees affected by compulsory
redundancy. In such situations, our finding of the
need to create a legacy subsidiary identity and
engage subsidiary leadership practices may be very
relevant to motivate subsidiary employees before
they move to a new job.

Limitations and Future Research
The boundary conditions detailed above provide
opportunities for future research. We note, too,
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that our study unfolds mainly from the perspective
of the subsidiary. This aligns with our intention to
build theory for this under-explored phenomenon,
which requires being close to key informants. We
did conduct interviews with an informant who
relocated to HQ and therefore had insights from
the perspective of the sites that received knowl-
edge. Nevertheless, a fuller perspective of head-
quarters and knowledge receivers would allow for
further corroboration and refinement of the model.
Similarly, as our data on employee emotions is
primarily based on managers’ perception, capturing
data from all layers of the organization would have
further corroborated our findings. In any case, it
seems promising for future research to pay more
attention to emotions in knowledge transfers,
headquarters—subsidiary relationships, and in situa-
tions where subsidiary employees are surprised by
the decisions of headquarters as their affective
experiences may explain organizational outcomes.

Managerial Implications

As far as we are aware, this study is the first to
provide valuable insights into the management of
knowledge transfer during subsidiary closure or
death. Our insights therefore start to fill a void
and can guide management across the MNE if
subsidiary closure and relocation situations arise.

Our model of knowledge transfer during sub-
sidiary death can help subsidiary leadership antic-
ipate challenges at critical junctions in the
relocation process. At the same time, it also reveals
leadership practices that can help in dealing with
those challenges. Specifically, these insights allow
subsidiary leaders to anticipate employee reaction
to closure, identify the mechanisms needed to
support the emotional responses of employees,
and deal with a break in subsidiary identity.
Further, the findings provide guidance on the
leadership practices that support the reinstatement
of cooperative behavior among subsidiary employ-
ees, thereby enabling knowledge transfer.

The case of Gamma vividly illustrates how high
performance, competence development, a history
of initiative generation, and a strong headquarters—
subsidiary relationship may fail to protect a sub-
sidiary from a closure decision. This cautionary tale
should prompt subsidiary leaders to constantly
consider the position of their subsidiary, as head-
quarters makes decisions from an organizational
perspective. Subsidiary and HQ leaders should also
carefully consider how and when they communi-
cate an impending closure. In the Gamma case, the

unexpected nature of the announcement led to
surprise and emotional unpreparedness among
subsidiary employees. Emotional barriers then
heightened the challenges of knowledge transfer.

From a headquarters perspective, our study pro-
vides rich insights into the dynamics of subsidiary
closure, the potential to underestimate the value of
the knowledge held by the subsidiary, and the
difficulties of motivating subsidiary employees to
transfer business-critical knowledge in closure
situations.

CONCLUSION

In an increasingly challenging global context,
subsidiary closure and relocations are a normal
and growing element of MNE management. Our
longitudinal case study of a subsidiary as it expe-
rienced the emotionally charged process of closure
and relocation of activities provides a revelatory
account of how subsidiary knowledge can be
transferred when subsidiary employees no longer
share the MNE meta-identity. Offering rich new
theoretical insights, our model identifies the role of
emotions as barriers and enablers, and shows how
leadership practices are critical to the emergence of
a legacy subsidiary identity for the transfer of
knowledge in such situations.
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NOTES

"Note that in this study and the process model we
advance, we use the terms “subsidiary relocation”
and “subsidiary death” interchangeably. This is
informed by the contextual circumstances of the
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study, whereby a subsidiary will cease to exist and
all of its activities will be relocated to other sites
within the MNE.
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APPENDIX: INTERVIEW GUIDES

Sample Questions from Interviews
during Subsidiary Relocation

e Please tell me about your current or previous
roles.

e What was the role of the subsidiary within the
MNE?

e Where have/will activities been moved to?

e Since the initial announcement of the closure,
what supports (if any) have been put in place by
headquarters and subsidiary management to
facilitate the smooth closure of the subsidiary?

e How did the receiving site(s) prepare?

e If applicable, how have subsidiary employees
been involved in the transfer of existing knowl-
edge to other sites?

e If applicable, how are these transfers managed?

e What challenges (if any) did the closing of the
subsidiary create for management locally? How
do you deal with them?

e What challenges (if any) did the closing of the
subsidiary create for headquarters management?
How do they deal with them?

e Is there anything that you would like to add?

Sample Questions from Follow-up Interviews

e When the closure was announced, can you please
describe the reaction of staft?

e How did staff initially feel about the closure?

e How would you describe the role of local man-
agement and headquarters management in deal-
ing with those reactions/feelings?

e How would you describe how those reactions/
feelings changed over time?

e Where changes were observed, what do you think
caused this change?

e What was the role of local and headquarters
management in influencing this change?

e Towards the end, how did the staff feel?

e What factors assisted in transferring knowledge
or activities to other sites?

e What risks were there to business if knowledge
could not be transferred or if substantial knowl-
edge was lost?
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