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ABSTRACT  Despite the importance of  distance in international business and management 
research, the theoretical foundation for the concept and the underlying causal mechanisms are 
subject to shortcomings. We propose reinvigorating the study of  distance through a diversity 
lens. We draw on research on diversity and develop a theoretical framework that distinguishes 
types of  diversity (separation, variety, and disparity) at three levels (institutional, organizational, 
and individual). We show how this framework allows scholars to extend their analysis of  dis-
tance, revisit important questions, and explore new issues. We discuss the theoretical and empiri-
cal implications of  our diversity lens for the international business and management community.
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INTRODUCTION

The notion of  distance – broadly defined as ‘the difference between two things’ 
(Oxford University Press, 2020) – is at the heart of  International Business/International 
Management (hereafter IB/IM) research (Beugelsdijk et al., 2018a). A recent review listed 
more than 300 published articles on distance during the last three decades (Verbeke et 
al., 2018b). Despite the significant advances in our understanding of  cross-national dif-
ferences and foreignness (e.g., Kirkman et al., 2006, 2017), this field of  research has paid 
relatively little attention to the conceptualization of  distance (e.g., Ambos and Håkanson, 
2014; Shenkar et al., 2008). In particular, distance has been mostly perceived as a liability 
involving costs and negative outcomes (Beugelsdijk et al., 2018b; Zaheer, 1995). Although 
some studies have begun to propose potential advantages of  foreignness (e.g., Edman, 
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2016; Shenkar, 2001; Stahl et al., 2016), we still do not have a clear understanding of  the 
underlying mechanisms by which distance creates liabilities or advantages. Accordingly, 
recent calls have suggested scholars should ‘unpack the black box we call “distance” by 
exploring the micro-level mechanisms involved’ (Dow, 2018, p. 53; Edman, 2016; Zaheer 
et al., 2012).

Prior research has rarely explored the mechanisms underlying the construct of  distance. 
We argue that this disregard is attributable to insufficient consideration of  the distinct 
types of  distance and the levels at which they are studied. In this article, we show why an 
undifferentiated study of  distance masks substantive distinctions about its influence. We 
suggest that important opportunities are overlooked because of  the manner in which dis-
tance has traditionally been conceptualized in the IB/IM literature. First, we provide an 
overview of  the literature on distance in IB/IM and highlight some assumptions and sub-
sequent limitations. Second, we advance an alternative way to study the issues arising from 
the distance between entities. Specifically, we draw on research on diversity to introduce 
the distinction among separation, variety, and disparity (e.g.,  Bunderson and Sutcliffe, 
2002; Harrison and Klein, 2007) to IB/IM research. Third, we discuss how a diversity 
framework at the institutional, organizational, and individual levels could allow scholars to 
extend their analysis of  distance, revisit important questions, and explore new issues. We 
specifically draw attention to opportunities regarding, for instance, the management of  
expatriates, headquarters-subsidiary relationships, and international entry modes. Fourth, 
we discuss the theoretical and managerial implications of  our diversity lens.

Our study departs from and extends the current literature on distance in two major 
ways. First, our theoretical contribution aims at disentangling coexisting and sometimes 
conflicting effects underlying distance. In particular, we advance a parsimonious concep-
tual framework inspired by the diversity literature that offers a richer and more nuanced 
terminology, which allows us to specify distinct mechanisms that are conflated under the 
broad term of  distance. Thus, our diversity lens helps us understand the intrinsic ambiv-
alence of  distance and reconcile the debates over the influence of  distance. In this man-
ner, we tackle the longstanding lack of  theorization on distance (Dow, 2018; Maseland et 
al., 2018). Second, while understanding that the influence of  distance at the institutional 
level is central to IB/IM research with its interest in cross-national differences, we em-
phasize that relevant sources of  diversity for many IB/IM topics originate not only at the 
institutional level but also at the individual and organizational level. Thus, we suggest 
that the study of  diversity benefits from a multi-level approach. In sum, we broaden the 
prevailing conceptualization of  distance through a diversity lens and distinguish among 
diversity originating at the institutional, organizational, and individual levels.

DISTANCE IN INTERNATIONAL BUSINESS AND MANAGEMENT

Distance is one of  the most widely studied concepts in IB/IM research (Verbeke et al., 
2018a). Thus, it is not without justification that Zaheer et al. (2012, p. 19) argue that 
‘international management is management of  distance’. Recent reviews have noted the 
proliferation of  research on different types of  distance, including cultural, linguistic, 
regulatory, administrative, political, institutional, geographic, and economic differences 
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between entities (Ambos and Håkanson, 2014; Hutzschenreuter et al., 2016). Overall, 
IB/IM scholars have mostly provided ‘extensional’ definitions of  distance that focus on 
the constituent parts of  distance (i.e., by listing all the different forms of  distance) rather 
than offering a definition that attempts to describe the essential properties of  distance. 
Consequently, the literature on distance remains largely fragmented and lacks a parsi-
monious analytical framework with which to understand the mechanisms underlying the 
influence of  distance.

In recent years, scholars have increasingly challenged the concept of  distance (Berry 
et al., 2010; Shenkar, 2012; Stahl et al., 2016; Tung and Verbeke, 2010; Zaheer et al., 
2012). Some of  this criticism is based on the simplified conceptualization of  distance 
that is analogous to geographical distance (e.g., Kogut and Singh, 1988). This concern is 
summarized by Ambos and Håkanson (2014, p. 4):

Despite the devastating critique of  the conventional [use] of  distance in mainstream 
international business journals and repeated calls for theoretical advances (Berry et al., 
2010; Håkanson and Ambos, 2010; Shenkar, 2001, 2012; Tihanyi et al., 2005; Zaheer 
et al., 2012), a surprisingly small number of  empirical and conceptual studies have 
taken up the challenge to develop new and theoretically sounder conceptualizations.

Thus, contemporary distance research needs to shift ‘from exploring whether distance 
matters’ to understanding ‘why and how it matters’ (Dow, 2018, p. 55). A case in point 
is the dominant assumption in the IB/IM literature that distance implies detrimental 
consequences. For instance, distance is usually assumed to be a barrier to the transfer of  
information, thus increasing the uncertainty and ambiguity that actors face (Hofstede, 
2001; Johanson and Vahlne, 1977). As a result, it has often been argued that greater 
distance creates additional costs and liabilities for firms operating in foreign markets 
(Dikova and Rao Sahib, 2013; Johanson and Vahlne, 2009). Some research has chal-
lenged this traditional assumption of  distance as a liability, choosing to also consider the 
potential benefits of  distance (Edman, 2016; Stahl et al., 2016). In particular, Stahl et 
al. (2017) encourage scholars to consider the ‘upside’ of  distance instead of  stigmatizing 
distance as a problem, and Stahl and Tung (2015, pp. 406–07) call to provide a better 
understanding of  ‘differences and distance used in the field of  IB’. Whereas some recent 
studies have started to highlight the negative and positive sides of  distance (Joardar and 
Wu, 2017; Pesch and Bouncken, 2017) or considered the contingent effect of  distance 
that hinges on contextual variables (Stahl and Tung, 2015), the underlying conceptual-
ization of  distance has not changed with these studies, which makes it difficult to under-
stand exactly why distance can lead to positive or negative outcomes. To overcome this 
apparent conundrum, we argue that we need a more nuanced theoretical foundation of  
distance that captures the inherent complexity of  the construct and enables scholars to 
revisit and better understand relevant phenomena in IB/IM research.

Although scholars are likely to be aware of  the specific meaning of  distance in their 
individual research, when considering the issue at the discipline level, we find it problem-
atic to use a single (umbrella) term to represent very different realities and mechanisms. 
Thus, we express concerns about the fact that the overarching ‘distance’ construct re-
mains too general, if  not convoluted, and that many authors in IB/IM may implicitly 
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assume that the reader understands the intended meaning. In bringing greater clarity 
to the diverse meanings of  distance, we hope to provide the research community with 
a common language that is ‘an essential prerequisite for a community of  scholars in-
terested in the same or similar phenomena to exchange ideas and build knowledge’ 
(Suddaby, 2010, p. 352). Sharpening the meaning of  distance and elucidating its diverse 
and conceptually distinct forms can help us understand where ideas overlap and when 
they diverge, and more accurately articulate relationships between constructs and their 
underlying mechanisms. Such clarity can advance our ability to theorize on and predict 
empirical phenomena. Therefore, we believe that our essay helps provide such clarity of  
which scholars may have been implicitly aware but failed to make explicit.

LEVERAGING THE LITERATURE ON DIVERSITY

Scholarly contributions on distance and diversity have largely developed independently 
as distinct fields of  research. This situation is surprising given the conceptual overlap and 
proximity of  the problems that these streams of  research address. It is worthwhile to note 
that the definitions of  both distance (Shenkar, 2012) and diversity (Harrison and Klein, 
2007) refer to understanding differences across entities. For instance, Beugelsdijk et al. 
(2018b, p. 90) define distance as ‘difference between countries’ in the IB/IM context, 
whereas van Knippenberg et al. (2004, p. 1008) define diversity as ‘differences between 
individuals’ in the work group context, which illustrates the similarity of  the two con-
cepts, albeit at different levels. Based on this similarity, we thus propose leveraging the 
literature on diversity to develop a richer and theoretically more nuanced framework for 
research on distance in IB/IM.

A large body of  research has emphasized the importance of  understanding the diver-
sity of  partners involved in collective action (see Nishii et al., 2018; Roberson et al., 2017; 
Srikanth et al., 2016, for recent reviews of  the field). Early studies tied diversity to some 
form of  difference but rarely substantiated the nature of  those differences (Bunderson 
and Sutcliffe, 2002). However, as Harrison and Klein (2007) note, disentangling the dif-
ferent facets of  diversity unmasks substantive distinctions. Based on an extensive review 
of  the literature, Harrison and Klein (2007) identified three clearly discernible but suf-
ficiently exhaustive types of  diversity. First, separation refers to differences in positions or 
opinions among unit members and, thus, represents dissimilarity in a particular attitude 
or value. Second, variety denotes differences in types or categories, primarily of  infor-
mation, knowledge, or experience among unit members. Finally, disparity refers to dif-
ferences in the concentration of  valued social assets or resources among unit members. 
Recent studies have built on this framework and have elaborated on the mechanisms of  
diversity and shown how these different facets of  diversity affect organizational perfor-
mance differently (Bell et al., 2011; van Dijk et al., 2017; Roberson et al., 2017). In this 
essay, we follow the traditional approach in the diversity literature to consider diversity 
as the distribution of  differences among the members of  an entity (Harrison and Klein, 
2007, p. 1120). Following this rationale, we further discuss why it is essential for scholars 
to clearly define both their unit of  analysis (i.e., the entity being studied as a whole) and 
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their unit of  observation (i.e., the item scholars actually observe within this entity) (Klein et 
al., 1994; Pfeffer, 1982).

Although Harrison and Klein (2007) focus on the individual level to understand dif-
ferences among team members or within groups, their study also provides a relevant 
conceptual framework at levels of  higher aggregation. Indeed, the logic underlying 
their framework is also applicable to studying differences between organizational units, 
such as headquarters and subsidiaries, or between alliance partners (e.g., Bertrand and 
Lumineau, 2016; Goerzen and Beamish, 2005). In the same way, this framework is useful 
for understanding diversity at the institutional level, such as differences between coun-
tries (Franke and Richey, 2010; Ostrom, 1995; Peterson et al., 2018). Whereas the IB/IM 
literature has focused primarily on differences at the institutional level, we suggest that it 
would be beneficial for scholarly inquiry to further consider differences at different levels, 
echoing repeated calls in the scholarly community to pay closer attention to differences at 
the individual and organizational levels in IB/IM research (Ambos and Håkanson, 2014; 
Sousa and Bradley, 2008).

Our theoretical arguments extend the previous research in IB/IM in three main ways. 
First, by drawing on the diversity literature, we disentangle different types of  distance 
and their underlying mechanisms by differentiating among separation, variety, and dis-
parity. Second, although understanding the influence of  differences at the institutional 
level is central to IB/IM research, given its interest in cross-national distance, we empha-
size that sources of  diversity for many IB/IM topics originate not only at the institutional 
level but also at the individual or organizational level. Third, the concept of  diversity 
is not limited to dyadic relationships (as the research on distance typically is), allowing 
scholars to study phenomena involving two or more entities. Therefore, our diversity lens 
widens the prevailing conceptualization of  distance in terms of  theoretical mechanisms, 
levels of  analyses, and applicable phenomena.

COMPARING MECHANISMS OF DISTANCE AND DIVERSITY

The benefit of  applying a diversity perspective to IB/IM research lies in the more dif-
ferentiated examination of  causal relationships. In contrast to the dominant distance 
perspective in IB/IM, a diversity perspective allows a more precise analysis of  underlying 
theoretical mechanisms (i.e.,  why certain outcomes are affected), a clearer identifica-
tion of  relevant contexts (i.e., which outcomes are affected), and a better understanding 
of  expected effects (i.e.,  whether outcomes are affected in positive or negative ways). 
Consequently, a diversity perspective contributes to resolving existing contradictions in 
the literature and laying the foundation for more accurate and rigorous empirical studies. 
To illuminate the potential benefits of  our framework, we contrast existing theoretical 
arguments in the distance literature with a diversity lens to provide a more nuanced per-
spective on explanatory mechanisms. This approach is particularly useful, given that the 
literature on distance has often described different facets of  distance but only implicitly 
distinguished their underlying mechanisms. A diversity lens can make these distinctions 
more palpable.



	 International Management as Management of  Diversity	 1649

© 2021 The Authors. Journal of  Management Studies published by Society for the Advancement of  Management 
Studies and John Wiley & Sons Ltd

Distance as Friction: Separation

One frequently described mechanism in the distance literature relates to information 
problems created by the distance between exchange partners. More specifically, scholars 
in IB/IM often refer to factors that inhibit the flow of  information between exchange 
partners (see Hutzschenreuter et al., 2016). In particular, Johanson and Vahlne (1977) 
referred to this as psychic distance. Accordingly, distance increases the likelihood that 
information is transferred incompletely or incorrectly, rendering exchange more difficult 
and risky. Even if  information is transferred completely and correctly, distant partners 
may still interpret the same information differently, leading to interpretation problems 
and misunderstandings. Given these barriers to exchange as a result of  distance, Shenkar 
et al. (2008) advocate the term ‘friction’ to describe the problems associated with distance 
between exchange partners. Indeed, much of  the literature on distance implicitly builds 
on the assumption that greater distance increases barriers to exchange and, thus, has a 
negative impact on different performance dimensions. In contrast, the diversity litera-
ture offers the construct of  ‘separation’ to capture the analogous idea that differences in 
values and attitudes create barriers to exchange (Harrison and Klein, 2007). Separation 
is likely to result in lower cohesion, more conflicts, and lower performance because of  
information transfer and processing problems. Information transfer and interpretation 
problems caused by separation increase the barriers to exchange and are generally asso-
ciated with negative outcomes. In this regard, the frequently described negative effects of  
cultural distance are closely related to the idea of  separation. As we further explain, these 
effects can be analysed more precisely using the specific construct of  separation rather 
than an imprecise reference to distance.

Distance as Enrichment: Variety

More recently, scholars have pointed to the potential upsides of  distance (e.g., Stahl et 
al., 2016). Whereas most of  the literature on distance has described the problems asso-
ciated with distance, recent empirical studies have emphasized that distance can also be 
a source of  inspiration and enrich exchange relationships (Pesch and Bouncken, 2017; 
Reus and Lamont, 2009). The reason is that distance allows the recombination of  knowl-
edge and expertise and the appreciation of  different viewpoints. In that sense, exchanges 
between distant partners creates the possibility of  building bridges that connect different 
sources of  knowledge. These arguments align closely with the idea of  variety in the di-
versity literature (Harrison and Klein, 2007). Variety denotes differences in relevant types 
of  knowledge and experience, which facilitates creativity and improves decision quality. 
Thus, when scholars describe the positive effects of  distance, they often implicitly refer to 
variety. For example, when Reus and Lamont (2009, p. 1303) emphasize the benefits of  
cultural distance as ‘more learning opportunities’ and the ‘exploration of  new resources 
and capabilities’, they implicitly refer to the variety construct. However, the umbrella 
term of  distance obscures the different natures and mechanisms of  separation and va-
riety, which has led to apparently contradictory results. Disentangling the dimensions 
captured by the broad term of  distance provides a more nuanced perspective on these 
mechanisms.
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Distance as Inequality: Disparity

A third and notably less developed stream of  research on distance in IB/IM has fo-
cused on inequalities (Daniels and Greguras, 2014; Winterich and Zhang, 2014). Many 
exchange relationships are characterized by asymmetric resource and power positions. 
For instance, IB/IM scholars have studied ‘economic distance’ using differences in GDP 
between countries or human development indices in various contexts (Berry et al., 2010; 
Dow and Karunaratna, 2006; Salomon and Wu, 2012). Relatedly, Vaara et al. (2005) 
argue that the choice of  a common corporate language after a cross-country merger 
creates distance among employees and fosters the construction of  superiority and in-
feriority. Although these studies also use the term ‘distance’, they refer to the effects of  
inequality, which differs substantially from studies that allude to the idea of  friction or 
enrichment. In other words, the inequality stream in IB/IM addresses the hierarchical 
ordering of  relationships along power and resource dimensions, but this discrepancy 
with other streams of  distance research is often unclear. This idea is closely related to the 
notion of  disparity in the diversity literature. Disparity describes differences in assets or 
resources and the resulting asymmetries for exchange. As such, disparity usually leads to 
imbalanced gains, increased internal competition, and reduced member inputs (Leung et 
al., 2009; Tarakci et al., 2016). Thus, the notion of  disparity highlights an aspect that has 
suffered from an insufficient theoretical foundation in the distance literature.

Distance as Diversity: A Synthesis

The term distance has been used to denote very different things in the IB/IM literature. 
This is problematic because scholars appear to study identical problems; however, in re-
ality, they differ markedly in the assumptions made and the mechanisms examined. This 
difference has led to a convoluted term that lacks conceptual clarity and precise underly-
ing mechanisms. Indeed, we believe that the apparently diverging effects of  distance are 
primarily attributable to conceptual ambiguities. In what follows, we argue that the dis-
tinction among separation, variety, and disparity provides an informative framework for 
IB/IM scholars interested in disentangling the term distance. As such, our work builds 
on an effort of  typological theorizing (Doty and Glick, 1994; Reiche et al., 2019). We dis-
cuss theoretically meaningful categories to provide a parsimonious framework for under-
standing distance. Specifically, this approach unmasks complexities previously blurred by 
the use of  a single concept when describing diverging realities.

ADVANCING A DIVERSITY FRAMEWORK IN INTERNATIONAL 
BUSINESS AND MANAGEMENT

In this section, we develop a diversity framework to enrich the study of  distance in IB/IM. 
Diversity is the feature of  an entity and, as such, is a compositional construct (Harrison 
and Klein, 2007). Whereas many diversity scholars have focused on a group (typically 
a team or a family but also a dyad as a minimal group) as their unit of  analysis and on 
the individual member of  this group as their unit of  observation, we discuss different 
units of  analysis and units of  observation applied to IB/IM issues. A key advantage of  
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our framework is to consider alternative units of  analysis and units of  observation. For 
example, our analytical framework invites scholars to focus on a specific country as a unit 
of  analysis per se (e.g., Switzerland) and, as a function of  scholars’ particular research 
interests, to specify relevant entities (e.g.,  the different Swiss firms as members of  this 
country) as units of  observation.

In particular, we discuss the meanings of  separation, variety, and disparity at the in-
stitutional, organizational, and individual levels, yielding nine distinct combinations. For 
each of  these nine combinations, we provide an overview of  the research (in IB/IM 
and beyond) with a few illustrative references. More importantly, we highlight potential 
avenues for future research on topics that are central to IB/IM research. This approach 
further illuminates the benefits and liabilities of  each type of  diversity. We suggest some 
theories to provide guidance and facilitate researchers’ work in the pursuit of  these re-
search directions. Table  I provides further explanations and research opportunities gen-
erated by the application of  our framework.

On the one hand, our typology helps show the extent to which situations previously 
considered similar now differ by dissecting and teasing out theoretically distinct con-
structs and mechanisms. On the other hand, our objective is to illustrate research oppor-
tunities derived from our framework and provide some research directions by applying 
the framework that we propose (i.e., the use of  different diversity types at the three levels). 
For each cell, we believe that our main contribution is to provide research avenues. In 
particular, we combine previously unconnected theoretical lenses by expounding on how 
well-established theories (e.g.,  social identity theory and the similarity-attraction para-
digm) relate to and can be integrated into distance research in IB/IM. Hence, our theo-
retical contribution primarily lies in ‘differentiating’ and ‘integrating’ (MacInnis, 2011, p. 
104) theoretical perspectives and laying the ground for future empirical inquiries.

Diversity at the Institutional Level

When referring to distance, IB/IM scholars typically denote differences at the institu-
tional level, such as regulatory and normative distance (e.g., Scott, 2013), which often 
relate to differences between countries. Using a diversity lens allows us to bring further 
nuance to the different facets of  institutional distance and their potential implications for 
IB/IM research.

Separation. Separation refers to differences in general attitudes, opinions, and beliefs. 
Separation at the institutional level has been a focal topic in IB/IM research, even if  the 
term has not been used per se. One of  the most widely applied forms of  institutional-
level separation is the cultural distance between national cultures (Hofstede, 2001; Scott, 
2013; Xu and Shenkar, 2002). However, the idea of  institutional-level separation is not 
limited to cultural distance and can be composed of  all forms of  differences related to 
institutionalized normative orientations.

Importantly, but less considered in IB/IM research, institutional-level separation ap-
plies not only to the cross-national context but also to differences in professional fields 
or industries (Denzau and North, 1994; Pache and Santos, 2010). One example is 
public-private partnerships that are formed between organizations that follow distinct 
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institutional logics (e.g., social welfare versus commercial exploitation; Pache and Santos, 
2013). This form of  separation might become relevant if  a firm and a governmental 
institution or NGO from the same country collaborate in a foreign country – a common 
scenario in development projects (e.g., Dahan et al., 2010; Kolk et al., 2008). Given their 
different institutional logics, each party may interpret the situation, its opportunities, and 
its threats very differently, which may pose additional challenges to the collaboration. 
From a theoretical viewpoint, differences in institutional logics might explain why NGOs 
and firms pursue different internationalization strategies (Teegen et al., 2004). Another 
form of  divergent logics is religious orientations that influence how people behave and 
make purchasing decisions (Hilary and Hui, 2009; Mathras et al., 2016). In this case, 
diversity describes the distribution of  differences among the members of  a unit with 
respect to religion. This form of  institutional separation could be particularly relevant 
to international human resource management (e.g., how religious diversity in an MNC 
could impact HR policies) and international marketing (e.g., how religious diversity in a 
city could impact food consumption). More broadly, we see many opportunities for IB/
IM scholars to further analyse sources of  separation at the institutional level (in addition 
to cultural differences across countries) as an important factor driving various IB/IM-
related issues.

Variety. Variety means differences in information, knowledge, and experience. As firms 
internationalize, they can (re)combine knowledge derived from multiple locations and 
sources in their organization, allowing them to benefit from diverse knowledge (Kogut and 
Zander, 1993). For instance, Balachandran and Hernandez (2018) show that firms that 
draw on knowledge from ‘foreign’ sources are more likely to realize radical innovation. 
In addition to the specific aspects studied so far, IB/IM studies could benefit from a more 
systematic exploration of  institutional-level variety. One particularly applicable form of  
institutional variety for IB/IM relates to differences in labour training across countries. 
National education programs differ substantially in their foci, approaches, and priorities 
(e.g., hard versus soft skills), leading to variety in knowledge, skills, and experience across 
countries, as evidenced by comparative student evaluations (e.g., OECD, 2018). In this 
case, the unit of  analysis could be, for instance, the European Union, and the unit of  
observation could be a country as a member of  the European Union. These differences 
may be an important source of  variety and influence how MNCs choose the location of  
new subsidiaries, hire local talent, and determine the need for expatriate staffing, which 
in turn may explain performance variances.

To develop their arguments, IB/IM scholars could draw on the theoretical principle of  
requisite variety (Ashby, 1956) to highlight the benefits of  heterogeneity in information 
resources. Alternatively, they could draw on recombination theories that link variety to 
creativity and inspiration (Kaplan and Vakili, 2015). Overall, institutional-level variety 
represents a relatively unexplored source of  differences in competitive advantages for 
firms operating internationally.

Disparity. Finally, institutional-level disparity refers to differences in the concentration of  
valued social assets or resources. This issue has been primarily situated in the domain 
of  international economics and political science. Inequalities across countries, historical 
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dependencies (e.g.,  colonizer versus colonized countries), imbalances in international 
trade flows, growth differentials, and differences in institutional strength are topics that 
have received considerable attention, especially in the domain of  development economics 
(Baran, 1968; Frank, 1966). To analyse this type of  disparity, the unit of  analysis could 
be the United Nations, and the unit of  observation could be a country belonging to 
the United Nations. Differences in access to valuable resources ranging from natural 
resources to political ties can explain why firms differ in their internationalization 
strategies (Best, 1997; Hennart, 2009; Jackson and Deeg, 2008; Meyer et al., 2009). 
In this context, IB/IM scholars have studied the strategic implications of  institutional-
level disparities for firms operating from or in emerging economies, in which access to 
resources is more difficult than in developed countries (Cuervo-Cazurra and Genc, 2011; 
Luo and Tung, 2007; Peng et al., 2008; Wright et al., 2005). Another source of  disparity 
is political power, which influences the design of  international trade agreements and, in 
turn, determines firms’ ability to protect themselves against competition at home and 
gain access to foreign markets. More generally, institutional disparity affects both the 
attractiveness of  a country to foreign investors and the ability of  its organizations to 
expand abroad.

Thus, IB/IM researchers could further explore the impact of  institutional-level dis-
parities stemming from differences in public infrastructure, economic stability, disparities 
in income levels, and income distributions across countries. In particular, scholars could 
analyse disparity using distributive justice theories (e.g.,  Falk et al., 2008; Markovsky, 
1985) and theories on power distribution in international political science (Paul et al., 
2010).

Diversity at the Organizational Level

Organizational diversity encompasses differences between organizations. This idea dif-
fers from the traditional IB/IM approach in that it focuses on the differences between or-
ganizations rather than the differences in the institutional contexts in which they operate. 
In the following section, we discuss the potential of  organizational separation, variety, 
and disparity as distinct sources of  diversity that affect outcomes in IB/IM research.

Separation. Diversity at the organizational level has been relatively little explored, especially 
regarding the notion of  separation, that is, differences in how organization members 
collectively make sense of  and give meaning to situations (Gioia and Chittipeddi, 1991). 
Although ample literature exists to describe ‘belief  structures’ in organizations (Kiss and 
Barr, 2015), including cognitive frames (Kaplan, 2008), organizational culture (Harris, 
1994; Hofstede et al., 1990; Weber, 2005), and cognitive maps (Eden, 1992; Langfield-
Smith, 1992), little research has explored the distance or closeness of  organizations 
regarding normative and cognitive orientations. The exceptions are Fey and Beamish 
(2001) and Pothukuchi et al. (2002), who suggest that joint ventures with more similar 
organizational cultures show higher performance.

For IB/IM scholars, the examination of  separation, such as differences in organiza-
tional cultures and cognitive frames, seems especially promising because the idea is a 
natural extension of  studies on institutional-level cultural distance. In the context of  
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international alliances and joint ventures, the similarity of  organizational cultures and 
cognitive frames could be a major reason for partner selection, governance choices, and 
collaboration success (Cao et al., 2018). In particular, differences in organizational cog-
nition remain a little-explored source of  conflict and instability in international joint ven-
tures (Habib, 1987; Lin and Germain, 1998) because partners may have very different 
perceptions of  a situation and its possible solutions. Likewise, within MNCs, the separa-
tion between subsidiaries could inhibit coordination and knowledge transfer because of  
misunderstanding and distrust (Li, 2005).

Variety. Aspects of  organizational-level variety, such as differences in organizational 
knowledge and competencies, are especially relevant in the context of  interorganizational 
relationships. A vast body of  literature is devoted to the role of  the complementarity of  
resources and information as a key driver of  partnerships between different organizations 
(e.g., Ennen and Richter, 2010; Gulati, 1999). In this context, variety in interorganizational 
settings allows partners to develop new forms of  collaboration, create more innovative 
products, and tackle more complex problems that they are unable to realize on their own 
(Davis, 2016; Seidl and Werle, 2018). By expanding these ideas into the realm of  IB/IM 
research, scholars could consider how interorganizational variety allows organizations 
to address some of  the major challenges posed in international operations, including 
innovating across countries and managing organizational change. For example, scholars 
have emphasized the potential benefits that arise when the knowledge and competencies 
of  international subsidiaries or international alliance partners are combined (Asmussen 
et al., 2009; Hamel, 1991). To study this phenomenon, IB/IM scholars could draw on 
the resource-based view (Wernerfelt, 1984) and organizational learning theory (Fiol and 
Lyles, 1985; Stahl and Tung, 2015) to analyse the complementarity of  resources and 
capabilities between organizations and the potential benefits of  organizational variety.

Disparity. Disparity at the organizational level relates to differences in power and status 
between organizations. Organizational disparity has implications for a host of  issues in 
the context of  inter-firm collaboration. First, differences in status can influence how 
organizations select alliance partners. Organizations tend to favour transactions with 
organizations that have a similar status, especially in situations of  high uncertainty and 
ambiguity (Chung et al., 2000; Lin et al., 2009; Podolny, 1994). Second, power disparities 
between partners affect how organizations make governance decisions. Aghion and 
Bolton (1992) argue that differences in bargaining power can distort the optimal 
allocation of  contractual control rights, a notion that has found widespread empirical 
support (Adegbesan and Higgins, 2011; Kaplan and Strömberg, 2003). Third, disparity 
influences whether firms collaborate successfully (Lumineau and Malhotra, 2011). 
Indeed, status asymmetry between alliance partners seems to have a negative effect on 
firm performance (Lin et al., 2009; Vandaie and Zaheer, 2014). At the same time, smaller 
firms can improve their status and achieve higher performance by collaborating with 
incumbents (Stuart, 2000). In this case, disparity refers to the distribution of  differences 
among the firms (i.e., members) of  an alliance (i.e., the focal unit of  analysis) with respect 
to status (i.e., a common attribute).
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The idea of  organizational-level disparity remains relatively unexplored in IB/IM re-
search. However, organizational disparities, such as size asymmetries between organiza-
tions and the associated power differentials, seem to be topics worth exploring in IB/IM. 
Large companies can leverage their size advantage when entering new markets through 
superior access to resources, greater market power, and economies of  scale and scope 
to compete more ferociously against smaller local incumbents (Baum and Korn, 1999). 
Given the increasing importance of  platforms and networks (Thomas et al., 2014), direct 
access to big data and customers are critical success factors for international expansion 
– a topic that has scarcely been touched on in IB/IM. From a theoretical perspective, 
IB/IM scholars could build on network theory (Shapiro and Varian, 2008) and property 
rights theory (Aghion and Tirole, 1994), which have described the effects of  organi-
zational size, centrality, and power differentials. Future IB/IM research could further 
consider the heterogeneity in firms’ power and status to explain their internationalization 
processes.

Diversity at the Individual Level

Individual-level diversity is at the heart of  the Harrison and Klein (2007) framework. 
Ample research has been done on the effect of  individual-level diversity on team, group, 
and organizational performance (for reviews, see Bunderson and Van der Vegt, 2018; 
van Dick et al., 2008; van Knippenberg and Schippers, 2007). In the traditional IB/
IM literature, individual differences are more often aggregated and homogenized at the 
country level (Beugelsdijk et al., 2017), whereas a diversity approach allows for better 
consideration of  heterogeneity at the individual level. We now turn to the implications 
for IB/IM and the research opportunities that emerge from a more granular understand-
ing of  diversity at the individual level in terms of  separation, variety, and disparity.

Separation. The manner in which individuals perceive and interpret situations is 
fundamentally influenced by their deeply held attitudes, beliefs, opinions, and values 
(Feldman and Lynch, 1988). When individuals’ attitudes, beliefs, and opinions differ; 
that is, when they face high separation, social interactions can become more difficult 
(e.g., Gibson et al., 2009; Locke and Horowitz, 1990). For example, value diversity in 
workgroups has been shown to negatively affect group performance and efficiency (Jehn 
et al., 1999). Similarly, cognitive distance, defined as differences in beliefs concerning 
cause-effect relationships, can increase task conflicts in teams (Olson et al., 2007), and 
high demographic distance deteriorates communication within and across groups (Lau 
and Murnighan, 2005).

For IB/IM researchers, the notion of  separation may help to more accurately de-
scribe the micro-level foundations of  problems related to cross-cultural teams, such as 
differences in the perceived separation among individuals. Indeed, few IB/IM studies 
have analysed differences in values, attitudes, and beliefs at the individual level, although 
doing so might be of  great interest. For instance, several studies have highlighted the role 
of  CEO ideologies (Chin et al., 2013), the compatibility of  which could affect whether 
two CEOs can form strategic alliances and be successful. Our diversity lens invites us 
to pay further attention to the implications for IB/IM decisions of  separation among 
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top management team members. In particular, IB/IM scholars could use research on 
social identity (Tajfel, 1981; Turner, 1981), similarity attraction (Byrne, 1971; Clore, Jr. 
and Byrne, 1974), and social categorization (Hogg and Terry, 2000; Turner, 1985) – 
the major theories underlying separation – to analyse the dynamics and influences of  
separation.

Variety. The notion of  variety at the individual level denotes differences in knowledge and 
skills among individuals and has been explored extensively in team research. For instance, 
Kearney et al. (2009) show that educational diversity improves team performance. 
Relatedly, individual variety among employees also increases the amount and breadth 
of  innovation (Parrotta et al., 2014). One explanation is that variety stimulates the active 
exchange of  knowledge between group members because each member can contribute 
unique sources of  information (Cummings, 2004).

Despite these advances, comparatively little attention has been paid to individual-level 
variety in the context of  IB/IM research. One interesting exception is the study by Bader 
and Schuster (2015), which shows that variety in terms of  host nationals versus foreigners 
within expatriates’ networks increases expatriates’ well-being in terrorism-engendered 
countries. They suggest that a variety of  sources of  support can better satisfy expatriates’ 
multiple needs, simultaneously providing a large pool of  tips and emotional support. 
More broadly, we see opportunities to leverage the influence of  international team vari-
ety – in terms of  experience, gender, family situation, and internationality, among many 
other potential factors – on expatriates’ well-being, adjustment, and performance. The 
variety of  team members’ profiles may provide various types of  instrumental and infor-
mational support that expatriates need, thus attenuating expatriates’ feelings of  loneli-
ness, stress, and depression while helping them cope with problems and perform better. 
The literature on career capital (Suutari and Mäkelä, 2007), structural holes (Burt, 2004), 
and transactive memory systems (Ren and Argote, 2011) might provide the theoretical 
underpinning to describe the variety in skills and knowledge in cross-functional teams. 
These theories address different aspects of  variety, such as social capital and knowledge 
differences, and might be particularly well suited for studying variety.

Disparity. Finally, individual-level disparity refers to differences in valuable assets or 
resources. Disparity can generate feelings of  inequality, unfairness, and jealousy among 
individuals (Cohen-Charash and Mueller, 2007). At the same time, disparity can 
encourage individuals with better access to assets and resources to engage in competitive 
actions to secure their privileged positions (Bowers et al., 2014; Correll et al., 2017). 
Another consequence of  disparity is that it can muffle team learning if  team members 
with low power or status cannot adequately raise their views (Van der Vegt et al., 2010).

Although IB/IM researchers have started to investigate the consequences of  individual-
level disparity, such as the effect of  compensation asymmetries of  expatriates relative to 
their local counterparts (Chen et al., 2002; Leung et al., 2009; Paik et al., 2007), they 
have not explored the full magnitude of  individual imbalances in terms of  work-related 
privileges, networks, and status in international settings. Our diversity lens invites us to 
pay further attention to disparity, particularly in the context of  expatriates. Corporate ex-
patriates (sent from headquarters to subsidiaries) typically have good access to resources 
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and support from their headquarters (Au and Fukuda, 2002; Mäkelä, 2007) but may 
lack access to informal local networks. These disparities can manifest through distrust 
and jealousy in teams (Guo et al., 2017), impeding collaboration and engagement and, 
thus, limiting the extent to which employees share knowledge. In this context, theories 
on equity and justice (Adams, 1965; Rawls, 1971) and on social stratification and status 
might be especially useful (Bourdieu, 1977; Lenski, 1984; Saunders, 1994). These theo-
ries describe how individuals perceive and react to forms of  disparity, thus providing a 
theoretical linkage between quantifiable disparity measures and possible social outcomes 
relevant to IB/IM.

IMPLICATIONS OF APPLYING A DIVERSITY LENS TO DISTANCE 
RESEARCH

Our diversity framework makes theoretical contributions to two important fronts in 
the IB/IM literature. First, we suggest that a debate exists in the IB/IM literature be-
tween the proponents of  distance as a liability or as an advantage because each ap-
proach has highlighted a distinct aspect of  diversity under the broader term of  distance. 
Consequently, these two streams of  research are often cited in ways that suggest con-
tradiction. However, we are able to reconcile this apparent incompatibility through a 
diversity lens because the proponents of  distance as a liability implicitly focus on distance 
as separation (e.g., Denk et al., 2012; Zaheer, 1995), whereas the proponents of  distance 
as an advantage focus on distance as variety (e.g., Edman, 2016; Stahl et al., 2016). For 
instance, Edman (2016) emphasizes the potential advantages of  distance by mentioning 
‘access to unique human capital,’ ‘innovation,’ and ‘opportunities to develop new market 
segments.’ His arguments relate to the beneficial combination of  experience and infor-
mation directly associated with variety. In contrast, Pothukuchi et al. (2002) find that 
differences in national and organizational culture have a negative effect on international 
joint venture performance. In this case, the authors implicitly focus on distance as a form 
of  separation. Thus, our diversity lens supports a more systematic and theory-grounded 
investigation of  differences across entities.

Second, our theoretical framework extends the prevailing focus in the IB/IM litera-
ture on distance, in which the traditional unit of  analysis (i.e., the entity being studied as a 
whole) is a pair of  countries, and the traditional unit of  observation (i.e., the item scholars 
actually observe) is a country. In contrast, a major advantage of  our framework is to con-
sider alternative units of  analysis and units of  observation. For example, our analytical 
framework also invites a focus on a specific country as a unit of  analysis per se and, as a 
function of  particular research interests, to specify relevant entities (e.g., organizations) 
as units of  observation. In turn, scholars could study the separation, variety, and/or dis-
parity by analysing the distribution of  differences among the members of  this entity with 
respect to a common attribute. Thus, by pointing out that diversity can originate and 
impact the outcomes at the institutional, organizational, and individual levels, we com-
plement the dominant institutional-level perspective in IB/IM research. Central issues in 
IB/IM research, such as FDIs, MNCs, international alliances, and expatriation, may be 
fundamentally shaped by diversity at the individual and organizational levels rather than 
at the institutional level alone.
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In summary, our conceptual framework helps bridge apparent discrepancies in prior 
research and creates new opportunities. Through a multi-level diversity lens, scholars 
can develop more coherent and logical theoretical arguments on the influence of  dis-
tance than is currently possible with the prevailing conceptualizations of  distance in 
the IB/IM literature. Accordingly, our framework (1) re-joins historically disparate yet 
related studies, (2) reconciles apparently contradictory findings under a coherent theoret-
ical framework, (3) broadens the conceptual range of  distance research, and (4) develops 
an agenda for future research. In particular, further clarifying the distance construct 
would provide the IB/IM community with a common terminology to precisely articu-
late their underlying idea (Suddaby, 2010). This clarification can avoid confusion and, 
thus, support the accumulation of  knowledge in the field. This effort to clarify the con-
struct of  distance can also foster easier operationalization (Schwab, 1980) and, in turn, a 
more precise empirical application of  theory. In addition to facilitating communication 
and assisting empirical investigation, further clarity on the construct of  distance can 
enhance creativity. Indeed, a clearly defined construct can help accurately capture the 
fundamental features of  a phenomenon. Thus, IB/IM scholars can more easily compare 
similarities to and differences from related phenomena. Importantly, linking research on 
distance to established theories can provide a deeper theoretical foundation and allow 
further examination of  the mechanisms underlying distance. As a result, our framework 
allows us to respond to the repeated calls for a more balanced consideration of  the na-
ture of  distance and its distinct impacts (Dow, 2018; Zaheer et al., 2012). In particular, 
our framework contributes to explaining the ambivalent aspects of  distance and makes 
conceptual distinctions that lay the foundation for a more rigorous theoretical foundation 
of  distance research.

In addition, it is noteworthy that our diversity lens strikes a balance between richness 
and theoretical parsimony (Bacharach, 1989; Whetten, 1989). By breaking down the 
very complex and rich distance research into three well-established and nuanced con-
structs (i.e., separation, variety, and disparity), our framework as a whole remains practi-
cally manageable. This stands in contrast, for example, to the cultural distance construct 
– the most frequently studied form of  distance in IB/IM – which is traditionally based on 
five dimensions (i.e., power distance, individualism, masculinity, uncertainty avoidance, 
and long-term orientation) (Hofstede, 2001). In summary, our framework provides signif-
icant additional explanatory and predictive power while remaining analytically tractable 
(Weick, 1989).

Opportunities for Future Research

We have discussed nine specific instances of  diversity by focusing on separation, variety, 
and disparity at the institutional, organizational, and individual levels. Although we be-
lieve that our framework captures the most salient facets of  diversity, researchers might 
consider additional types of  diversity or levels. In some contexts, it might make sense to 
focus on team-level diversity. For example, the management of  international joint ven-
tures usually involves a group of  individuals from each organization, each with specific 
interests, incentives, and preferences (Hambrick et al., 2001). In such cases, distinguish-
ing between diversity at the individual level within each organization’s team and diversity 
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across teams may be relevant (Li and Hambrick, 2005). Alternatively, other studies might 
require disentangling industry- and country-level diversity, as is often the case in interna-
tional acquisitions (see Xu and Shenkar, 2002).

Another opportunity to extend our diversity framework lies in considering the types of  
diversity in combination. For example, different types of  diversity may complement or 
substitute each other. Consider two engineers who can work together seamlessly because 
of  their shared knowledge and capabilities (i.e., variety), despite their different values and 
attitudes (i.e., separation). In a similar vein, it might be interesting to explore how the 
three analytical levels discussed in our paper are interdependent and nested (Dequech, 
2003). For instance, an organization member’s sensemaking may be shaped by its organi-
zation’s culture that, in turn, reflects industry-level orientations. Again, these orientations 
may be embedded in or shaped by national cultural contexts. Making direct inferences 
from the institutional (e.g., differences in national culture) to the individual (e.g., expatri-
ates’ behaviour) level might be seriously flawed if  the nested nature of  diversity (e.g., ex-
patriates’ organizational embeddedness) is ignored because distance or closeness at each 
level may have opposite effects (Mossholder and Bedeian, 1983).

We do not view our theoretical framework as a replacement of  existing empirical 
research but rather as continuing and improving on prior works with an emphasis on a 
clearer articulation of  theoretical mechanisms. Indeed, scholars can build on the solid 
empirical foundation and the various measures used in the IB/IM field when adopting 
a diversity lens. For instance, when scholars are interested in measuring country-level 
separation, they can take inspiration from established measures that capture different 
national attitudes, opinions, and beliefs (e.g., Cao et al., 2018). Similarly, disparity may 
be primarily related and operationalized through an assessment of  economic or politi-
cal differences as a function of  the particular empirical setting (e.g., Franke and Richey, 
2010).

In addition to the fact that our diversity framework can be embedded in existing em-
pirical research, it also avoids certain empirical problems that current IB/IM distance 
research faces. As noted in recent studies (Beugelsdijk et al., 2018a; Beugelsdijk et al., 
2018b), how to measure distance lacks consensus. In contrast, the diversity literature of-
fers some concrete guidelines for measuring the constructs of  separation, variety, and dis-
parity. For example, Harrison and Klein (2007) propose the use of  the standard deviation 
and Euclidean distance for separation, Blau’s index and Teachman’s entropy measure for 
variety, and the coefficient of  variation or the Gini coefficient for disparity.

Finally, we would be amiss if  we did not highlight the opportunities presented by our 
framework for the literature on diversity. With a few notable exceptions (e.g., Bertrand 
and Lumineau, 2016; Goerzen and Beamish, 2005), the diversity literature has been 
concerned with individual-level issues. However, this literature could be well advanced 
by considering diversity at the organizational and institutional levels, as proposed in 
our framework. Untapped opportunities exist for diversity researchers to study diversity 
within and across multiple levels. For instance, how would individual-level diversity un-
fold in alliances across different countries? Although this idea may seem complex at first 
sight, it is a common feature of  modern work situations that bring together diverse ac-
tors. Our framework could provide an analytical structure to such complex phenomena 
and facilitate their explanation.



1662	 F. Lumineau et al.	

© 2021 The Authors. Journal of  Management Studies published by Society for the Advancement of  Management 
Studies and John Wiley & Sons Ltd

Managerial Implications

Although the primary purpose of  this paper is conceptual development, it also has signif-
icant practical implications. Most importantly, our ideas inform decision-makers about 
the multiple facets and levels of  diversity, heightening awareness of  the consequences 
of  diversity for institutional, organizational, and individual outcomes. Understanding 
differences through a diversity lens has practical relevance because decision-makers can 
at least partially influence the level and nature of  diversity in a transaction. For exam-
ple, they can shape the composition of  teams, choose collaboration partners, choose 
the markets in which firms operate, and allocate resources to divisions and subsidiaries 
– to name just a few relevant aspects. Whereas prior research has shown that distance 
and diversity have fundamental performance implications (e.g., Bae and Salomon, 2010; 
Roberson et al., 2017), developing a more finely grained understanding of  when, how, 
and why distance and diversity matter is paramount from a prescriptive point of  view. 
Our multi-level diversity lens could be particularly useful in this regard to make sense 
of  the inherent trade-offs associated with the management of  diversity. Furthermore, 
another practical advantage of  our diversity framework is that it allows us to analyse 
both dyadic relationships (as has traditionally been the case with the distance construct) 
and relationships involving more than two parties. The latter reflects an increasing range 
of  managerial phenomena, such as multi-cultural teams, multi-partner alliances, and 
networks.

CONCLUSION

Our central aim has been to develop a multi-level diversity framework to enrich the 
study of  distance in IB/IM research. To echo the famous remark by Zaheer et al. (2012, 
p. 19) – ‘international management is management of  distance’ – we advance the idea 
that international management is management of  diversity. In particular, we demon-
strate that a diversity lens can unveil distinct facets of  distance and, thereby, reconcile 
the debate on the positive and negative aspects of  distance. Moreover, we highlight that 
the notion of  distance is not limited to institutional-level distance – the primary focus of  
IB/IM research – but extends to the individual and organizational levels, with relevant 
implications for IB/IM scholars. Thus, we intend to extend existing research on distance 
by offering a complementary lens that broadens the scope of  research on distance. We 
believe that our framework can help reinvigorate this stream of  research and open new 
perspectives on central issues in IB/IM.
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