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ABSTRACT 

Research (e.g., Strike, Gao, & Bansal, 2006) has pointed out that international 

firms diversifying geographically can be both socially responsible and socially 

irresponsible. However, the research has failed to provide a strong theoretical 

explanation based on a major theory. I propose to address this gap by testing two 

competing perspectives based on institutional theory, i.e., the institutional-transfer 

approach and the institutional-void approach. Based on relevant literature, I propose a 

contingency model predicting the different effects of geographic diversification (GD) 

on corporate social performance (CSP) by focusing on the institutional differences 

between developed and developing countries.  

Moreover, arguing that the institutional approaches should also consider the 

effects of internal firm resources, I also predict the moderating effects of firm slack 

resources (the slack) on the relationship between the diversification and CSP. 

Adopting the approach that considers the slack in a continuum of managerial 

discretion, i.e., low- and high-discretion slack resources (George, 2005), I argue that 

high-discretion slack can strengthen the relationship between GD and CSP while low-

discretion slack can weaken this relationship.  

To test the above hypotheses, I analyze the data of multinational enterprises 

(MNEs) listed on the New York Stock Exchange from 2000 to 2015. The whole 

sample contains 477 MNEs or 1,560 firm/year observations. 

Through analyzing empirical data, I have obtained evidence that there is a 

positive relationship between GD and corporate social responsibility (CSR) when 

MNEs diversify into developed countries. On the other hand, the results show a 

negative relationship between GD and CSR and a positive relationship between GD 

and corporate social irresponsibility (CSIR) when MNEs diversify into developing 

countries.  Moreover, low-discretion slack can weaken the relationship between GD 

and CSR in developing countries.  

Theoretically, this thesis makes four contributions to the literature. First, it 

contributes to the GD literature by focusing on CSP. Second, it enriches institutional 

theory by testing the predictive validity of its two approaches (i.e., institutional-

transfer approach and institutional-void approach) on the GD–CSP relationship. Third, 

it enriches the understanding of CSP research. Finally, it reveals that different types of 

slack resources could affect the GD–CSP relationship.  
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In addition to the theoretical contributions, this thesis provides findings with 

practical implications for managers, governments, and stakeholders. First, managers 

should be aware of the institutional environments where their firms diversify. Second, 

managers should maintain an appropriate utility to different kinds of slack resources 

in their firms. Third, the government should reinforce its supervision on MNEs’ 

diversification strategies, especially in developing countries. Fourth, stakeholders 

should stay alert that MNEs from developed countries can also perform CSIR 

behaviors.  

 

Keywords: Geographic diversification, corporate social performance, developed 

countries, developing countries, high-discretion slack, low-discretion slack, 

institutional-transfer approach, institutional-void approach 
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CHAPTER 1 

INTRODUCTION 

1.1 Research Background 

In recent years, more and more multinational enterprises (MNEs) have adopted 

the strategy of geographic diversification (GD). Based on the 2017 World Investment 

Report, the total internationalization trend of the world’s hundred largest MNEs had 

grown dramatically and considerably in the past twenty years. Among the top hundred 

MNEs, most came from developed countries. For example, Walmart, as one of the 

world’s largest MNEs, headquartered in the United States, had diversified into almost 

fifteen countries and over eight thousand stores outside its home countries around the 

world. Its host countries included developed countries such as the UK, Japan, 

Germany, and Canada as well as developing countries such as China, Africa, and 

Brazil.   

MNEs from developing countries have diversified geographically around the 

world as well. As shown by the 2017 World Investment Report, MNEs in the 

emerging market could explain 32.2% or $1,029 billion of the world’s total foreign 

direct investment (FDI) in 2016 (Hoskisson, Kim, White, & Tihanyi, 2004). An 
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example could be shown by CEMEX. As the second largest building-materials 

company worldwide, CEMEX had over fifty subsidiaries around the world, covering 

both developed countries like Canada, UK, and the United States and developing 

countries like Angola, Egypt, and the Czech Republic. 

With this development, many studies have been conducted on the MNE strategy 

effects of GD on firm economic or accounting performances (e.g., Geringer, Beamish, 

& DaCosta, 1989; Kim, Hwang, & Burgers, 1989; Tallman & Li, 1996; Hitt, 

Hoskisson, & Kim, 1997). Here, GD can be defined as the extent to which a firm 

diversifies across global geographic markets (Kim, Hwang, & Burgers, 1989; 

Wiersema & Bowen, 2008). Some authors also name GD as international 

diversification or international GD (e.g., Hitt et al., 1997). Prior research has 

documented that GD can help MNEs obtain several sustainable competitive 

advantages, such as increased economy of scale, accumulated experience, location 

advantages, synergy based on geographically dispersed operations, more stable 

returns, and leveraged ownership (e.g., Kim, Hwang, & Burgers, 1989; Hitt, 

Hoskisson, & Kim, 1997; Qian, Li, & Rugman, 2013).  

In spite of the research, the relationship between MNEs’ GD and their CSP 

remains unclear. In other words, prior research has not fully investigated how GD 
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may influence MNEs’ social performance. Although corporate financial performance 

(CFP) is an intuitive and salient measure to understand how well a firm acts, it still 

fails to consider the firm’s performance and viability in the long term (Kaplan & 

Norton, 1996). CSP has been considered an important factor predicting firm financial 

performance and viability in the long term (Kacperczyk, 2009; Ogden & Watson, 

1999). It measures the firm engagement level in a number of social, ethical, and legal 

issues and covers firm response to a wide range of stakeholder requirements related to 

the firm’s global operation. For example, a firm’s CSP is calculated as jointly 

considering the firm’s performance across a wide range of areas such as 

environmental protection, labor policy, employee relations, workforce diversity, 

governance transparency, and product-related responsibility (Griffin & Mahon, 1997; 

Bansal, 2005). According to the literature (e.g., Strike et al., 2004; Godfrey et al., 

2009; Jones Christensen et al., 2014; Tang et al., 2015; Kim et al., 2015), CSP 

consists of two aspects, i.e., corporate social responsibility (CSR) and corporate social 

irresponsibility (CSIR). Therefore, studying how MNEs’ GD influences their CSP, 

especially their CSR and CSIR, is important. 

In addition, prior research has failed to provide a strong theoretical explanation 

of the GD–CSP relationship based on a major organization theory. For instance, 
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Strike, Gao, and Bansal (2006) have pointed out that firms that diversify 

geographically can be both socially responsible and socially irresponsible 

simultaneously. However, they have not provided a convincing theoretical 

explanation. In addition, testing a sample of 511 U.S. firms, Kang (2013) has 

investigated that GD is positively related to CSP as firms that diversify globally are 

under strong pressure to increase their socially responsible behaviors to maintain 

legitimacy. However, this study strongly assumes that the institutional pressures of 

firms are homogenous around the world but deflects attention away from examining 

institutional differences in host countries. 

Also, international business (IB) studies on the relationship between GD and 

CSP have not fully investigated boundary conditions on this relationship. Prior 

empirical research has demonstrated several factors driving CSP such as resource 

abundance, especially financial resources (e.g., Wang & Qian, 2011; Koh, Qian, & 

Wang, 2014), executive personality (e.g., Tang et al., 2015; Tang, Mack, & Chen, 

2017; Petrenko, Aime, Ridge, & Hill, 2016), institutional isomorphism (e.g., Briscoe 

& Safford, 2008; Matten & Moon, 2008), and industry peers’ behaviors (Pacheco & 

Dean, 2015). Among these antecedents, the most visible and overlooked aspect is the 

firm financial condition. Most studies have shown that a firm with abundant resources 



5 

 

is highly willing and capable to engage in socially responsible activities (e.g., 

McGuire, Sundgren, & Schneeweis, 1988; Roberts, 1992; Adams & Hardwick, 1998). 

Accordingly, it is necessary to figure out how financial-related factors (i.e., firm 

resource availability) influence the relationship between GD and CSP. 

 

1.2 Research Objectives  

The main purpose of this study is to compare the predictive validity of two 

competing institutional perspectives on the relationship between GD and CSP. This 

study will also consider the effects of MNEs’ slack resources, which prior 

institutional approaches have not considered sufficiently.  

Specifically, reviewing the extant literature, this study identifies two competing 

institutional perspectives on the relationship between MNEs’ GD and their CSP. One 

perspective is the institutional-transfer approach, which suggests a positive GD–CSR 

relationship and a negative GD–CSIR relationship because MNEs from developed 

countries may transfer their home-country pro-CSP institutions to their host countries. 

This process can maximize their CSR and minimize their CSIR (Bansal & Roth, 2000; 

Bhattacharya & Sen, 2003; Christmann, 2004; Campbell, Eden, & Miller, 2012). The 

other perspective is the institutional-void approach, which stresses a negative GD–
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CSR relationship and a positive GD–CSIR relationship according to the institutional 

voids in their host countries (Marquis & Qian, 2013; Rathert, 2016; Bu & Wagner, 

2016). In other words, this approach assumes that MNEs do not transfer their home-

country institutions to their host countries and that they would take advantage of 

institutional void instead. It remains unclear how these competing theoretical 

perspectives can be reconciled together in one research on the GD–CSP relationship. 

As a result, it is not clear either how CSP should be affected by MNEs’ GD.  

To bridge this theoretical gap, this study proposes dividing MNEs into two 

groups based on the institutional environments in their major host countries. One 

group consists of MNEs that have diversified mainly into developed countries with 

well-developed CSP institutions, and the other includes MNEs that have mainly 

diversified into developing countries with a high level of institutional void. The two 

competing theoretical perspectives should thereby become testable. In other words, 

this study can test whether there is any difference between the diversification into 

developed countries and that into developing countries in terms of the GD–CSP 

relationship. If no significant difference exists, the institutional transfer perspective 

should prevail because MNEs would have consistent CSP regardless of institutional 

environment differences. On the other hand, if a significant difference exists between 

developed and developing countries in terms of this relationship, the empirical 



7 

 

evidence should support the institutional-void approach. In other words, MNEs would 

perform differently in terms of CSP according to the levels of institutional voids in 

their host countries.  

Meanwhile, prior institutional models of the GD–CSP relationship have paid 

insufficient attention to the effects of firm resources. To address this research gap, this 

study further takes into account the moderating effect of firms’ slack resources on the 

relationship between GD and CSP. 

 

1.3 Research Contributions  

This study can make four major theoretical contributions. First, this study 

contributes to the GD literature by focusing on CSP. This focus allows us to take a 

more nuanced view to examine the relationship between GD and CSP by 

distinguishing institutional environments in developed countries from those in 

developing countries. Second, this study enriches institutional theory by testing the 

predictive validity of its two approaches on the GD–CSP relationship. As mentioned 

above, there exist two competing theoretical perspectives currently in the research on 

the GD–CSP relationship. To test the predictive validity of these two perspectives, 

this research proposes a contingency model that takes into account whether MNEs 
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have mainly diversified into developed countries or into developing countries. I posit 

that if MNEs have mainly diversified into developed countries, the institutional-

transfer approach should have high predictive validity. On the other hand, if MNEs 

have mainly diversified into developing countries, the institutional-void approach 

should prevail. Third, this study enriches the understanding of CSP research. Distinct 

from previous studies merely investigating CSP (e.g., Kang, 2013), this study 

separates CSP into two dimensions, i.e., CSR and CSIR. Finally, this study also 

reveals that different types of slack resources could affect the GD–CSR relationship in 

different ways. 

In addition to the above theoretical contributions, my findings also have practical 

implications for managerial practitioners, local governments and stakeholders. The 

findings help managers more comprehensively understand the GD–CSP relationship 

and slack-resource utilization. Besides, governments ought to reinforce supervision 

and control on the case that MNEs diversify into developing countries because they 

may take advantage of high institutional void in their operations to satisfy their own 

benefits. Finally, stakeholders should stay alert that MNEs from developed countries 

can also perform CSIR behaviors in their host countries. 
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1.4 Organization of the Dissertation 

This thesis consists of nine chapters. Chapter 1 shows the introduction of this 

study. Chapter 2 reviews the research of GD strategy. Chapter 3 reviews the research 

of CSP. Chapter 4 reviews the research of institutional theory. Chapter 5 reviews the 

research of firm slack resources and their effects. Chapter 6 discusses the theoretical 

model and hypotheses. Chapter 7 reports the research methodology. Chapter 8 

presents the research findings, and Chapter 9 presents the discussion and conclusion. 
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CHAPTER 2 

RESEARCH OF GEOGRAPHIC DIVERSIFICATION STRATEGY 

2.1 Introduction 

In this chapter, I review the research of GD strategy. The first section 

introduces the whole chapter. The second section introduces the concepts and 

definitions. The third section introduces the GD development. The fourth section 

reviews the research on the relationship between GD and firm performance and 

proposes the research gaps. The fifth section concludes this chapter.  

 

2.2 Concepts and Definitions  

Diversification initially comes from the word diverse, which means “different” 

or “varied.” Among corporate diversification strategies, geographic and product 

diversification are both important for large firms (Hitt, Hoskisson, & Ireland, 1994). 

However, when this concept is applied to the MNEs, it mainly refers to GD. Building 

on the seminal work of Hymer (1960) and Vernon (1966), Ghoshal (1987: 428) 

defines GD as “a firm’s expansion beyond its domestic market into other markets or 
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countries”. Further, Kim, Hwang, and Burgers (1989) define GD as the extent to 

which a firm diversifies across global geographic countries or markets. Extending the 

previous study on international management, Hitt, Hoskisson, and Kim (1994, 1997) 

give more explicit GD concepts. Based on their study (Hitt et al., 1997: 767), GD is 

defined as the “expansion across the borders of global regions and countries into 

different geographic locations or markets”. In this definition, they point out that “a 

firm’s level of GD is reflected by the number of different markets in which it operates 

and their relative importance to the firm”. 

 

2.3 The Development of GD  

Levy and Sarnat (1970) are two of the earlier GD researchers. According to their 

research, GD can have some potential gains. They also present a new method for the 

composition of optimal international portfolios. Further, Wolf (1977) and Rugman 

(1979) investigate the relationship between GD and firm accounting performance. In 

their research, they argue that GD can stabilize and maintain a firm’s profits. 

Specifically, differences in the goods and factor markets across geographic areas 

likely exist, which can stabilize a firm’s overall returns. Later, using a sample of 

sixty-two MNEs, Kim et al. (1989) also show that GD can help firms gain and 
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stabilize their returns. Vachani (1991) makes a more explicit study on GD. In his 

research, he distinguishes related and unrelated GD and shows their effects on 

economic performance. Later, Kim et al. (1993) suggest that GD can increase firms’ 

returns and reduce their risk through providing firms with three unique opportunities 

and choices over domestic firms. Hitt et al. (1994) suggest a positive relationship 

between GD and innovation. Hitt et al. (1997) further show that GD can promote 

firms’ R&D intensity.  

Using firm-level data, Rugman (2005) further explores global MNEs and 

concludes that most MNEs diversify into different regions around the world. For 

instance, he finds that most of the world’s largest five hundred MNEs are regional 

rather than global. In fact, several studies (e.g., Tallman et al., 1996: 183) utilize “the 

number of countries in which a firm has operations or the number of countries that a 

firm has entered” to measure a firm’s level of GD. However, Qian et al. (2008) point 

out such measurement cannot be accurate because of the overseas markets difference. 

For instance, trade and cultural barriers between the UK and China are much higher 

than those between the UK and Germany. Therefore, to measure correctly GD 

benefits and costs, authors ought to classify countries or markets that MNEs diversify. 

Qian et al. (2008: 198) suggest that “regionalization can be the optimal option to 

achieve such purposes as countries within a given region can be relatively similar in 
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relation to those across regions in terms of culture, economic development, and 

psychological distance”. For instance, a firm can have a lower operation costs (e.g., 

for administration and control) when its subsidiaries are concentrated in a single 

region rather than those go across different regions.   

Further, analyzing data from 123 U.S. firms, Qian et al. (2010) regard GD as 

regional and find a positive relationship between intra-regional diversification and 

firm performance. Meanwhile, they also show a curvilinear relationship between 

inter-regional diversification and firm performance. This research further advances 

scholars’ understanding of inter-regional diversification and intra-regional 

diversification.  

 

2.4 GD and Firm Performance 

Prior researchers have documented positive, negative, and nonlinear 

relationships between GD and firm performance (e.g., Brewer, 1981; Kim et al., 1989; 

Hitt et al., 1994; Hitt et al., 1997; Qian et al., 2008). I then discuss these different 

relationships respectively.  

2.4.1 Positive Relationship between GD and Firm Performance 
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Research examining the positive relationship between GD and firm 

performance is based mainly on the resource-based view of firms. According to the 

resource-based view of firms, the heterogeneity in firm resources and capabilities 

could account for performance differences among firms. Valuable, unique, and hard-

to-imitate resources can help firms gain sustained competitive advantage and high 

financial performance eventually (Barney, 1986, 1991). GD provides a channel for 

firms to overcome market imperfections in different countries or markets. Thus, firms 

can access tangible resources, such as production factors and distribution facilities, as 

well as intangible resources, such as experiences and reputations. In the end, firms can 

fully utilize these resources to promote their own performances. Specifically, 

analyzing a sample of sixty-two MNEs, Kim et al. (1989) find that GD has a positive 

relationship with firm accounting performance. Employing 295 firms from 1988 to 

1990, Hitt et al. (1994, 1997) also find that GD is positively associated with firm 

performance and innovation. Kim et al. (2015) in their latest research, argue that 

building on a strategic factor-markets theory, firm-specific advantages of MNEs can 

have distinct influences on firm profitability because they evolve differently from 

strategic factor-market differences in host countries compared with home countries. 

Using a sample of Korean manufacturing MNEs from the year 1993 to 2003, they 
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find a positive relationship between GD into resource-poorer host countries and firm 

profitability. 

 

2.4.2 Negative Relationship between GD and Firm Performance 

The negative relationship between GD and firm performance can be well 

explained by the transaction-cost theory. The costs of GD could result from the issues 

of the “liabilities of newness and foreignness, the opportunism of partners, the costs 

of coordination and administration, barriers to market entry and exit, and inflexibility” 

(Qian et al., 2008: 198). These costs can increase the risk of foreign operations. 

Therefore, GD can have a negative consequence on firm performance (Qian et al., 

2008). Brewer (1981) finds that GD has a negative effect on firm stock returns. 

Michel and Shaked (1986) show a negative relationship between GD and market-

based firm performance. In addition, using a sample of Japanese MNEs from 1977 to 

1993, Geringer et al. (2000) find a negative relationship between GD and firm 

financial performance.  

 

2.4.3 Nonlinear Relationship between GD and Firm Performance 
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Some authors have found a nonlinear relationship between GD and firm 

performance. For instance, using the largest five hundred U.S. firms from 1996 to 

2000, Qian et al. (2008) show that GD has a curvilinear relationship with firm 

performance. In their study, they examine how regional diversification could affect 

firm performance. Lu and Beamish (2004) show a horizontal S-shaped relationship 

between GD and firm performance using Japanese firms from 1986 to 1997. In 

particular, the results show a performance declines with increasing 

internationalization at the beginning, followed by a positive GD–performance 

relationship, which then goes down at very high GD levels. In addition, analyzing a 

sample of Korean manufacturing MNEs from 1993 to 2003, Kim et al. (2015) find 

that GD into resource-richer host countries has a curvilinear relationship with firm 

profitability. Finally, Caper and Kotabe (2003) test their hypotheses by using the 

sample from eighty-one major German service firms and find a curvilinear 

relationship between GD and firm performance.  

 

2.4.4 Research Gaps 

Previous studies examining the relationship between GD and firm 

performance have generated mixed results. Although firm performance is an intuitive 
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and salient measure to understand how well a firm acts, it still fails to consider the 

firm’s performance and viability in the long term (Kaplan & Norton, 1996). CSP has 

been considered an important factor predicting firm financial performance and 

viability in the long term (Kacperczyk, 2009; Ogden & Watson, 1999). Nevertheless, 

insufficient studies have been conducted on the relationship between GD and CSP. 

Although Strike, Gao, and Bansal (2006) utilize data from 222 U.S. firms in the 

1993–2003 period and find that firms that diversify geographically can be both 

socially responsible and socially irresponsible simultaneously, it still remains unclear 

how MNEs’ GD may influence CSP if we consider the differences between developed 

and developing countries. While much of the research has tested the effect by 

focusing on GD all over the world (including both developed and developing 

countries), insufficient research has been conducted on the relationship between GD 

and CSP in developed and developing countries.  

 

2.5 Conclusion 

This chapter at first introduces the concept and development of GD. Then it 

further reviews the research on the relationship between GD and firm performance, 

which suggest positive, negative, and nonlinear relationships. Based on prior research, 
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I present the research gaps in the GD literature. In the next chapter, I will provide a 

review of CSP research. 
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CHAPTER 3 

RESEARCH OF CORPORATE SOCIAL PERFORMANCE 

3.1 Introduction 

In this chapter, I review the research of CSP. The first section is an 

introduction. The second section reviews the history of research on CSP, including 

CSR and CSIR. The third section presents the concepts and definitions of CSR and 

CSIR. The last section concludes this chapter. 

 

3.2 History of Research on CSP 

Wartick and Cochran (1985: 764) are two of the earlier researchers studying CSP. 

According to these authors, CSP is defined as “the underlying interaction among the 

principles of social responsibility, the process of social responsiveness, and the 

policies developed to address social issues”. Subsequently, CSP has received 

increasing theoretical and empirical attention (e.g., Clarkson, 1988; Hocevar & 

Bhambri, 1989), but it does not go beyond Wartick and Cochran’s (1985) description. 

Further, Wood (1991: 694) gives a more explicit definition of CSP, that is, “a 
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business organization’s configuration of principles of social responsibility, processes 

of social responsiveness, and policies, programs, and observable outcomes as they 

relate to the firm’s societal relationships”. Turban and Greening (1996: 659) then 

emphasize on the “company’s responsibilities to multiple stakeholders, such as 

employees and the community at large, which goes beyond its traditional 

responsibilities to economic shareholders”. 

In recent years, authors have started to divide CSP into two dimensions (e.g., 

Strike et al., 2004; Godfrey et al., 2009; Jones Christensen et al., 2014; Tang et al., 

2015; Kim et al., 2015). One dimension is CSR, and another dimension is CSIR.  

 

3.2.1 CSR 

Bowen (1953: 6) was one of the initial researchers studying CSR. In his research, 

CSR was defined as “the obligations of businessmen to pursue those policies, to make 

those decisions or follow those lines of action, which were desirable in terms of the 

objectives and values of society”. He focused on managers’ decision making and 

responsibilities to the whole society, not just to their own interests. This situation was 

inconsistent with the concept of CSR nowadays, which regarded CSR more as 

corporate behaviors instead of managers’ decisions. 
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In the 1960s and 1970s, academic scholars tended to focus on the definition of 

CSR. Carroll, who studied CSR through his whole life, was considered the son of 

Bowen. Carroll, as suggested, shifted his attention from executives to companies. In 

line with Bowen’s perspective, he emphasized the responsibilities of corporations to 

all stakeholders in society rather than shareholders (Carroll, 1979, 1999). In his study, 

he specifically outlined four types of social responsibilities of business, that is, 

“economic, legal, ethical, and philanthropic”. Later on, Carroll and Shabana (2010: 21) 

made further complement that “after considering the pros and cons of corporate social 

responsibility, most businesses today embraced the concept but insisted on linking 

discretionary aspects of corporate citizenship with business objectives and strategy”. 

Accordingly, companies thought considering the business case for CSR was important. 

Later in the 1980s and 1990s, researchers continued their CSR study more 

comprehensively. In the beginning, they prioritized the “institutionalization of 

business ethics instead of on CSR and on environmental protection and sustainability” 

(Langlois & Schlegelmilch, 1990: 524; Balderjahn, 1988: 53). Afterward, authors 

took a more comprehensive perspective of CSR by considering social-responsibility-

related issues (Schlegelmilch, 1994). However, these studies still concentrated on 

“whether CSR could pay off for corporations” (Balabanis, Phillips, & Lyall, 1998: 30). 

In particular, they paid attention to the business case for CSR.  
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In recent years, scholars have started to investigate the research question 

concerning how CSR influences CFP. Building upon instrumental stakeholder theory, 

firms can gain social and moral capital (Orlitzky, Schmidt, & Rynes, 2003; Wang & 

Qian, 2011), employee commitment (Greening & Turban, 2000), customer support 

(Lev et al., 2010; Sen & Bhattacharya, 2001), institutional legitimacy (Fombrun, 

Gardberg, & Barnett, 2000; Wang & Qian, 2011), and access to government resources 

(Campbell, 2007) by engaging in CSR activities. These competitive advantages can 

help a firm earn a high performance level. However, some studies assert that CSR has 

a negative relationship with CFP because of investment inefficiency and agency 

problems (e.g., Barnett & Salomon, 2006). They suggest that CSR adversely diverts 

corporate resources from better investment opportunities and ruins business 

operations (e.g., McWilliams & Siegel, 2001; Brammer & Millington, 2003; Saiia et 

al., 2003). Such resource misallocation weakens a firm’s competitive advantage 

(Friedman, 1970; Jensen, 2002). Based on the agency view, CSR leads to executives’ 

pursuit of personal interests at the expense of shareholder interests (Jensen & 

Meckling, 1976; Masulis & Reza, 2014) and exerts a negative influence on CFP.  

 

3.2.2 CSIR 
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Armstrong (1977: 185) could be one of the first scholars studying the issue of 

CSIR. In his study, he defined CSIR as “a socially irresponsible act was a decision to 

accept an alternative that was thought by the decision maker to be inferior to another 

alternative when the effects upon all parties were considered”. According to this 

definition, one party could gain at the expense of all parties. 

From the 1980s to the 2000s, CSIR research was relatively insufficient. Karmen 

(1981) found that automobile manufacturers conducted irresponsible behaviors. For 

instance, they did not prevent or even intentionally facilitated auto theft to make their 

own benefits. Later on, McMahon (1999) suggested that Chrysler engaged in socially 

irresponsible behaviors at first but became a socially responsible company by offering 

appropriate compensation for their employees and providing great care to the local 

community. His research provided evidence that firms could change from CSIR to 

CSR because of external institutional pressures. 

In the 2000s, CSIR received great favor from scholars who conceptualized this 

term as “socially irresponsible behavior in the eyes of stakeholders” (e.g., Jones, 

Bowd, & Tench, 2007; Wagner, Bicen, & Hall, 2008; Williams & Zinkin, 2008). 

Specifically, Strike et al. (2006: 852) stated that CSIR could be defined as “the set of 

corporate actions that negatively affected an identifiable social stakeholder’s 

legitimate claims in the long run”. They also showed that firms that diversified 
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globally could be both socially responsible and socially irresponsible simultaneously. 

Moreover, some authors (e.g., Tang et al., 2015; Oikonomou, Brooks, & Pavelin, 

2012; Muller & Kräussl, 2011) utilized the KLD database to measure CSIR by 

summing several dimensions related to stakeholders’ concerns. Lange and Washburn 

(2012) further built on the attribution theory to describe CSIR antecedents. 

Specifically, they showed three factors, including corporate culpability, the observer’s 

subjective assessments of effect undesirability, and affected part noncomplicity. In 

their research, they also showed how those factors could affect one another.  

 

3.3 Concepts and Definitions  

According to prior research, CSR can be defined as “voluntary corporate actions 

designed to create benefits to diverse stakeholders” (Mackey et al., 2007: 818). CSIR 

can be defined as “the set of corporate actions that negatively affects an identifiable 

social stakeholder’s legitimate claims in the long run” (Strike et al., 2006: 852). 

Conceptually, CSR actions guarantee diverse stakeholders’ welfare and interests, 

whereas CSIR actions potentially impair stakeholders’ interests (Kotchen & Moon, 

2011; Godfrey et al., 2009). Nevertheless, CSR is not the opposite of CSIR. MNEs 

may show both CSR and CSIR at the same time. Showing more CSR does not mean 
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showing less CSIR. For example, a tobacco company can carry out smoking around 

the world and also donate money to education. Also, empirical studies have also 

shown evidence that the two constructs are independent from each other (Strike et al., 

2006). Kotchen and Moon (2011) suggest a positive relationship between CSIR and 

CSR. In their study, firms with high CSIR levels tend to conduct more CSR so as to 

protect their irresponsible behaviors. Moreover, CSR and CSIR are evaluated 

distinctly because “responses to positive and negative events may vary” (Lange & 

Washburn, 2012: 310). Accordingly, in my study, CSR and CSIR are considered 

distinct conceptions for firms (Muller & Kräussl, 2011).  

 

3.4 Conclusion  

This chapter reviews the historical development of CSP, including CSR and 

CSIR. Then it presents the concepts of CSR and CSIR. In IB research, authors often 

apply institutional theory to study CSP. Therefore, I introduce the next chapter, which 

reviews institutional theory research, especially the application of institutional theory 

in CSP. 
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CHAPTER 4 

RESEARCH OF INSTITUTIONAL THEORY 

4.1 Introduction 

In this chapter, I review the research of institutional theory. The first section 

introduces the whole chapter. The second section reviews the historical development 

of institutional theory. The third section introduces the three institutional pillars. The 

fourth section reviews CSP research in institutional theory. The fifth section discusses 

the limitations of institutional approach in studying the relationship between GD and 

CSP. The final section concludes this chapter.  

 

4.2 The Historical Development of Institutional Theory 

Following the research of Scott (1987), I present the historical development of 

institutional theory through reviewing its three relevant versions. They are 

institutionalization as a process of infusing value, institutionalization as a process of 

forming social order, and institutional systems as a class of elements.  
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4.2.1 Institutionalization as a Process of Infusing Value 

As one of the initial scholars investigating institutional theory in organization, 

Selznick (1957) creates a distinctive model of institutional theory. Specifically, he 

perceives that organizational structure is formed in response to participants’ 

commitments and characteristics and external-environment influences and constraints. 

In his paper, institutionalization is conceptualized as the adaptive process (1957: 17): 

“In what is perhaps its most significant meaning, ‘to institutionalize’ is to infuse with 

value beyond the technical requirements of the task at hand”.  

Applying this perspective of institutional theory, Selznick (1957) studies a U.S. 

company and finds that the extent of institutionalization varies across organizations. 

He explains that organizations with more specialized and technical operations and 

more specific goals are less subject to becoming institutionalized than those without 

these features. He also emphasizes the unplanned and unintended nature of 

institutional processes in his early work. However, in his later work, he embraces an 

“enacted” conception, stressing that efficient managers can define and defend the 

organization’s institutional values (1957). Conscious design and intervention could 

influence the organizational institutionalization process. Even so, Selznick’s 
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conception is mainly definitional rather than explanatory. He defines and describes 

the process but does not explain it in detail. 

 

4.2.2 Institutionalization as a Process of Forming Social Order 

Peter Berger, a scholar in sociology, was strongly affected by the ideas of Alfred 

Schutz (1962). In 1967, Berger worked with Luckmann and proposed the most 

comprehensive and influential statement. In their study, they raised a very important 

research question, that was, what was the nature and origin of social order?  

Berger and Luckmann (1967: 52) asserted that the social order was “a human 

product or, more precisely, an ongoing human production. It was produced by man in 

the course of his ongoing externalization. Social order existed only as a product of 

human activity. Social order came into being as individuals took action, interpreted 

that action, and shared with others their interpretations. These interpretations could 

result in the similar reaction by individuals”. This process was thus regarded as 

institutionalization. Particularly, Berger and Luckmann asserted that 

institutionalization happened whenever there was “a reciprocal typification of 

habituated actions by types of actors. Both actions and actors were typed; certain 

forms of actions came to be associated with certain classes of actors”. For instance, 
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supervisors gave orders and workers followed them. Influenced by Berger and 

Luckmann, Meyer and Rowan (1977: 341) further argued that “institutionalization 

involved the processes by which social processes, obligations, or actualities came to 

take on a rule-like status in social thought and action”. 

 

4.2.3 Institutional Systems as a Class of Elements 

Emphasizing institutionalized systems as a class of elements, the third version 

of institutional theory explains the existence or elaboration of organizational structure. 

According to prior research (Meyer and Rowan, 1977: 343), “the prevalence of 

organizational forms can be attributed not only to the complexity of relational 

networks and exchange processes but also to the existence of elaborated rational 

myths or shared belief systems”. This argument shifts from the properties of 

generalized belief systems to the existence of a variety of sources of rationalized and 

impersonal prescriptions. 

Several differences can be found. First, authors put less emphasis on 

institutionalization as a distinctive process. “It is unnecessary for organizations to 

comply with a set of institutionalized beliefs because they are taken for granted but 
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because they will receive rewards or benefits for doing so through gaining increased 

legitimacy, survival capabilities, as well as resources” (Meyer and Rowan, 1977: 344). 

Second, the visible features of organizational environments are re-conceptualized, 

emphasizing on some new cultural elements, that is, cognitive systems, symbols, and 

normative beliefs. Besides, it also stresses the sources of these elements. Third, 

although authors assert that rationalized institutional rules shape organizational 

structure (Meyer & Rowan, 1977), they investigate rational myths by utilizing various 

examples such as public opinion, educational systems, and governmental 

requirements. Following this point of view, recent studies have paid attention to 

multiple institutional environments around organizations and to figure out how 

conflicting institutional environment shapes or influences firms’ behaviors (DiMaggio 

& Powell, 1983; Meyer & Scott, 1983; Luo et al., 2016).  

 

4.3 Three Institutional Aspects/Pillars  

Extending the three basic institutional theory versions, many authors have 

provided more explanations. For example, Oliver (1991, 1997) states under internal 

and external pressures, firms tend to comply with predominant norms, traditions, and 

social influences, which may result in homogeneity and isomorphism among firms in 
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their activities and structures. Successful firms are those that could gain legitimacy 

and support by complying with social pressures. Scott (1987: 498) argues that 

“organizations conform because they are rewarded for doing so through increased 

legitimacy, resources, and survival capabilities”. Unlike economic and strategic 

frameworks, where firm behavior is rational and economically justified, institutional 

theorists assert that firm behavior is habitual, unreflective, compliant, and socially 

defined. Later on, in studying institutional factors, Scott (1995) further identifies three 

institutional aspects, also called institutional pillars, that is, the regulative, the 

normative, and the cognitive cultural. 

Building on Scott (1995), Kostova (1997: 180) defines the regulative aspect as 

“existing laws and rules in a particular national environment that promote certain 

types of behaviors and restrict others”. The enforcement mechanism is largely 

coercive through laws, rules, regulations, and sanctions (North, 1990). In addition, 

Kostova (1997: 180) defines the normative aspect of institutions as “social norms, 

values, beliefs, and assumptions that are socially shared and carried out by 

individuals”. In detail, the normative aspect of institutions mainly takes the form of 

rules of thumb, occupational standards, and educational curricula. Scott (1995) argues 

when an institution (e.g., educational curricula and occupational standards) behaves 
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correctly—even in the absence of laws, regulations, or other sanctions—individual 

actors and organizations would undoubtedly comply with the institutions. 

While regulative institutions are legally sanctioned and normative institutions are 

morally governed, cultural or cognitive institutions are supported recognizably and 

culturally. The cognitive or cultural aspect of social institutions refers to cognitions 

and individuals’ generally shared perceptions of what is representative or taken for 

granted (Scott, 1995; Busenitz et al., 2000), which takes the form of symbols, words, 

signs, gestures, and cultural rules. As Kostova (1999: 314) points out, “cognitive 

programs such as schemas, frames, inferential sets, and representations affect the way 

people notice, categorize, and interpret stimuli from the environment”. Scott (1995) 

argues that this aspect leads to an isomorphism of activities through processes that 

promote imitating activity patterns with strong cultural support.  

 

4.4 Institutional Theory and Its Application in Studying CSP in International 

Business 

Studying CSP in IB, researchers often link institutional theory to CSP, and 

scholars have focused on the structural conditions under which CSP adoption occurs. 

Institutions are understood as rules of the game (North, 1990), manifested through 
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“regulations, norms, and cognitive taken-for-granted understandings” (Scott, 2008: 

427). Further, scholars hold that organizations tend to conform with these institutions. 

In this way, they can obtain and maintain legitimacy in the eyes of stakeholders 

(Meyer & Rowan, 1977). Lamin and Zaheer (2012) assert that stakeholders could 

interpret organization’s practices and actions in relation to institutionalized norms and 

decide whether the organization is legitimate accordingly. 

Beyond this, institutional theory in IB literature points out that nation-level 

institutions (Brammer et al., 2012; Ioannou & Serafeim, 2012; Young & Makhija, 

2014), such as laws, rules, and regulations, could exert an influential effect on 

organizations’ CSP, including both CSR and CSIR. For example, Jackson and 

Apostolakou (2010) examine how an institutional environment could affect a firm’s 

CSP. They find that firms located in the more liberal market economies of the Anglo-

Saxon countries have high CSP levels than those in the coordinated market economies 

of continental Europe. Ioannou and Serafeim (2012) find that national-level 

institutions—including the political system, the labor and education system, and the 

cultural system—can greatly influence CSP. Husted, Montiel, and Christmann (2016) 

also explore the impact of local legitimacy on the certification imitation by 

subsidiaries of foreign multinational enterprises and domestic firms. They find that 

MNE subsidiaries could imitate national certifications on CSR by geographically 
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proximate firms to overcome a liability of foreignness, while domestic firms imitate 

global certifications by proximate firms to overcome the disadvantages of localness. 

Furthermore, Marano, Tashman, and Kostova (2017) examine how the condition of 

institutional voids in developing countries could affect the CSR of MNEs in the 

emerging market. Building on neo-institutional theory, authors analyze 157 largest 

EM-MNEs in the United States and state that institutional voids of emerging markets 

could improve MNEs’ CSR reporting. Specifically, they assert that EM-MNEs from 

countries with high institutional void are more likely to “face liabilities of negative 

perceptions and doubts in host countries regarding these firms’ willingness and ability 

to conduct legitimate business” (Marano, Tashman, & Kostova, 2017: 386). Thus, 

CSR reporting is an efficient way for EM-MNEs to dispose of liabilities and obtain 

legitimacy because it signals to global stakeholders that they comply with global 

norms and expectations. Analyzing a dataset of 2,445 unique firms in the 2003–2010 

period, El Ghoul, Guedhami, and Kim (2017: 1) find that CSR can improve firm 

performance when MNEs are located in high institutional-void countries. They also 

show the mechanism through which CSR could reduce transaction costs. Specifically, 

they observe that CSR is related to improved access to financing in countries with 

“weaker equity and credit markets, greater investment and lower default risk in 

countries with more limited business freedom, and longer trade credit period and 
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higher future sales growth in countries with weaker legal institutions”. Young and 

Makhija (2014) find that social institutions such as rule of law, labor regulations, and 

norms relating to benevolence as well as egalitarianism may improve firms’ CSP 

engagement. Later, authors explore how institutional complexity could influence 

firms’ behaviors in terms of their CSR. Luo et al. (2016) suggest that conflicting 

pressures from the central government and local governments can shape firms’ CSR 

reporting. Firms could adopt a decoupling strategy by issuing early but low-quality 

CSR reports. These views are in line with the institutional-void approach. 

On the other hand, several authors study CSP with an institutional-transfer 

approach. For instance, Campbell et al. (2012) analyze how cultural, administrative, 

geographic, and economic distances affect firms’ CSR engagements in host countries. 

They find that high distances between home and host countries will lower the 

likelihood of firms engaging in CSR in host countries. Moreover, using panel data of 

110 MNEs from twenty-two countries, Surroca, Tribo, and Zahra (2013) argue that 

the stakeholder pressure in an MNE’s home country could result in the transfer of 

CSIR from its home country to host countries. The effect of stakeholder pressure on 

the transfer of CSIR practices will be higher for interlocked, minority-owned 

subsidiaries. Besides, the effect could also be strengthened when the home country’s 
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regulatory and/or civil society control is high but weakened in the same case of host 

country.  

Table 1 presents prior studies consistent with the institutional-transfer approach 

and those consistent with the institutional-void approach published in the Academy of 

Management Journal, the Journal of International Business Studies, O-Science, and 

the Strategic Management Journal. 

 

4.5 Limitations of Institutional Approach in Studying the Relationship between 

GD and CSP 

As reviewed above, studying the CSP of Western firms, researchers often 

adopt approaches of institutional theory, such as the approach of institutional transfer 

or that of institutional void. These approaches often fail to address an issue: why firms 

operating in the same institutional environment demonstrate different CSPs. Take 

Western MNEs in the Chinese food industry as an example. While some of the MNEs 

build their reputations in China for being socially responsible and providing good-

quality products, others create scandals in China for using poor-quality materials to 

produce fast food or baby formulas. Does this CSP difference have anything to do 

with the MNEs’ slack resources (the slack)? 
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 Indeed, several researchers have indicated the potential effect of the slack on 

CSP recently by considering the slack as a control variable in their empirical studies 

(e.g., Campbell, Eden, & Miller, 2012; Ioannou & Serafeim, 2012; Strike, Gao, & 

Bansal, 2006). However, considering slack as a single control variable only, these 

researchers have failed to consider the nature of different slacks, such as being of high 

discretion or low discretion. As a result, in aggregate, empirical evidence on effects of 

the slack on CSP remains largely equivocal. 

 

4.6 Conclusion 

This chapter at first reviews the historical development of institutional theory 

and introduces three institutional pillars of social institutions. Then it reviews the 

research applying institutional theory to CSP in IB. Following the review of prior 

research, I point out some research limitations, one of which emphasizes the study of 

slack resources. Therefore, in the next chapter, I will provide a review of research 

regarding slack-firm performance relationships, including the slack-CSP relationship. 

After that, in Chapter 6, I will discuss the moderating effect of the slack on the 

relationship between GD and CSP.  
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Table 1 The Related Research on Institutional-Transfer Approach and Institutional-Void Approach 

Institutional-Transfer Approach 

Authors Findings Moderators 

Campbell, Eden and Miller (2012) “Transfer, but foreign affiliates from more distant home 

countries are in fact less likely to engage in host-country 

CSR.” 

Host-country CSR reputation 

Surroca, Tribó and Zahra (2013) 

 

“Mounting stakeholder pressure in an MNE’s home country 

leads to the transfer of socially irresponsible practices from 

its headquarters to its overseas subsidiaries.” 

Interlocked, minority-owned 

subsidiaries; The degree of 

regulatory and/or civil society 

control in home counties and 

host countries 
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Institutional-Void Approach 

Authors Findings Moderators 

Zhang and Luo(2013) 

 

“Online activists grab firms’ attention and force them to 

become more socially responsive. A perception of 

organizational vulnerability and a home-country institutional 

logic that is consistent with the demands of the online campaign 

provide political opportunity structures that hasten the 

corporate response but affect the magnitude of firm response 

differently.” 

No 

Marquis and Qian (2013) 

 

“This paper finds that a number of variables that proxy firm 

dependence on the government—including CEO membership 

in political councils (the NPC or CPPCC), political legacy, firm 

age and financial resources—all affect the likelihood of issuing 

a CSR report.” 

CEO membership in political 

councils; Firm age; Firm 

performance; Slack resources 
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Husted, Jamali and Saffar (2015) 

 

“This paper finds that firms located in areas characterized by 

high levels of local CSR density score higher in CSR 

engagement. In addition, firms located close to major cities and 

financial centers exhibit higher CSR engagement compared to 

firms located in more remote areas.” 

Local CSR density 

Julian and Ofori-dankwa (2013) 

 

“This paper argues suggest that institutional differences 

between developed and developing economies are likely to 

result indifferent CSR implications. Specifically, there exists a 

negative relationship between financial resource availability 

and CSR expenditures for firms in Ghana, a sub-Saharan 

African emerging economy.” 

No 

Marano, Tashman and Kostova (2016) 

 

“This paper finds that the pervasiveness of the home country 

institutional voids is positively related to EM-MNE CSR 

reporting intensity.” 

EM-MNE’s degree of 

internationalization;  

EM-MNE’s listing on 

developed country stock 
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exchanges; Time 

El Ghoul, Guedhami and Kim (2016) 

 

“This paper finds that CSR is more positively related to firm 

value in countries with weaker market institutions. In addition, 

CSR is associated with improved access to financing in 

countries with weaker equity and credit markets, greater 

investment and lower default risk in countries with more 

limited business freedom, and longer trade credit period and 

higher future sales growth in countries with weaker legal 

institutions.” 

Market Institutions 

Rathert (2016) 

 

“This study finds that increased exposure to host country 

environments characterized by stakeholder power and issue 

salience are positively associated with the adoption of rights-

based CSR and standards-based CSR, correspondingly.” 

Stakeholder power; Issue 

salience 

Ioannou and Serafeim (2012) 

 

“This paper investigates the impact of nation-level institutions 

on firms’ corporate social performance.” 

Corruption; Political ideology 
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Zhao, Park and Zhou (2014) 

 

“This study conceptualizes economic adaptation and social 

adaptation as two sets of knowledge and capabilities that would 

have equally important impacts on MNCs’ sustainable 

operations in emerging markets.” 

Social adaptation 

Bu and Wagner (2016) “This study finds that heterogeneity in capabilities and firm size 

jointly determine foreign direct investment and in doing so 

shows the simultaneity of a race to the bottom and to the top.” 

Firm size 

Dheer, Lenartowicz and Peterson (2015) “This study advances our knowledge of how global functional 

and institutional forces have combined with national forces to 

shape India’s overall culture and how more local forces have 

shaped its regions.” 

No 

Luo, Wang and Zhang (2016)  “CSR reporting is viewed as an organizational response to 

institutional complexity that arises from the conflicting 

demands from the central government and local governments.” 

Firm size; Priority on GDP 

growth 
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CHAPTER 5 

RESEARCH OF FIRM SLACK RESOURCES AND THEIR EFFECTS 

5.1 Introduction 

In this chapter, I review the research of firm slack resources (the slack) and 

their effects. The first section introduces the whole chapter. The second section shows 

the concepts and definitions of slack resources. The third section introduces firm slack 

resources and their effects. The fourth section concludes this chapter. 

 

5.2 Concepts and Definitions 

As two of the early researchers on firm slack resources, Cyert and March (1963: 

197) introduce the original meaning of slack, which is “the difference between the 

resources available to organizations and the payments required to maintain the 

coalition”. Building on this definition, Olsen (1972: 48) regards slack as “the 

difference between the resources of the organization and the combination of demands 

made on it”. In addition, Litschert and Bonham (1978: 214) enrich the definition by 

suggesting that slack is “the variation from the average among comparable 
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organizations on ROE, ROTA, net sales, and gross profit as a percent of sales”. 

Afterward, Bourgeois (1981: 30) replenishes that “slack is a resource cushion that 

organizations can adapt successfully to internal pressures for adjustment or to external 

pressure for change in policy and to initiate change in strategy with respect to the 

external environment”. Furthermore, Finkelsten and Hambrick (1990) complement 

the concept of slack by linking it with managerial discretion. They regard slack as the 

immediate resource availability. When slack resources are available, managers may 

have more discretion to deploy it when needed. A more acceptable definition comes 

from Nohria and Gulati (1996). In their research, they clearly define slack resources 

as the “pool of resources in an organization that are in excess of the minimum 

necessary to produce a given level of organizational output” (Nohria and Gulati, 1996: 

1246–1247).  

 In addition to the basic definition of slack resources, previous studies have also 

developed different ways to categorize them (see Table 2). However, most of them 

seem to overlap as they are similar in terms of theoretical rationalization and 

empirical operationalization. Therefore, I select only one of the common 

categorizations, which consider slack in a continuum of managerial discretion, i.e., 

low- and high-discretion slack resources (George, 2005). According to George (2005), 
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a low-discretion slack indicates less flexibility for managers and their strategic 

options, while high-discretion slack implies the opposite—more flexibility for them. 

As such, all slack resources, as identified by prior research, can be categorized into a 

continuum according to their nature of discretion. One can therefore define slack 

discretion as the degree to which corporate management has flexibility and efficiency 

in allocating/reallocating its slack resources. High-discretion slack resources allow 

corporate management to enjoy a high degree of flexibility or freedom in resource 

allocation or reallocation because of a weaker need to monitor performance strictly 

(Greve, 2003). By contrast, low-discretion slack resources are similar to those that are 

sticky and difficult to redeploy and that have already been committed to and absorbed 

(Mishina, Pollock, & Porac, 2004; Sharfman et al., 1988; Singh, 1986). In other words, 

this type of slack resource has a high level of asset specialization (Love & Nohria, 

2005). Examples of high-discretion resources are “cash, cash equivalents, and 

receivables”, and low-discretion resources may include “debt, fixed assets, and excess 

capacity” (George, 2005: 663). Both low- and high-discretion slack resources provide 

benchmarks for managers considering their own resources compared with that of their 

peers. This comparison provides information for managers of their relative resources 

rather than absolute resources, which may motivate managers’ strategic actions and 

exert influence on firm performance accordingly.  
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Table 2 Summary of Research on Slack and Firm Performance 

Reference Category Definition 

Tan and Peng  (2003) 

Absorbed slack and Unabsorbed 

Slack 

Absorbed slack: “Excess costs, committed resources”; 

Unabsorbed slack: “Uncommitted liquid resources”. 

Mishina, Pollock and Porac (2004) Sticky slack and Liquid slack 

Liquid slack: “General asset that is easily redeployed 

to varied uses”; 

Sticky resources: “path-dependent and firm -specific 

resources that is difficult to manage”. 

Love and Nohria (2005) 

Absorbed slack and Unabsorbed 

slack 

Absorbed slack: “Excess costs, committed resources”; 

Unabsorbed slack: “Uncommitted liquid resources”. 
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George (2005) 

Low-discretion slack and High-

discretion slack 

Low-discretion slack: “Hard to deploy resources”; 

High-discretion slack: “Easy to deploy resources”. 

Voss, Sirdeshmukh, and Voss (2008) 

Financial slack, Customer 

relational slack, Operational slack, 

and Human resource slack 

Financial slack: “liquid assets that is available to an 

organization”; 

Customer relational slack: “the slack attributable to 

relational, or committed, customers”; 

Operational slack: “unused or underutilized 

operational resources ”; 

Human resource slack: “specialized and skilled human 

resources that are rare and absorbed”. 
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Vanacker, Collewaert and Paeleman (2013) 

Financial slack and Human 

resource slack 

Financial slack: “excess cash and cash equivalents” 

Human resource slack: “excess employees” 

Lecuona and Reitzig (2014) 

Tacit and general HR slack, Tacit 

and specific HR slack, Codified 

HR slack 

Tacit and general HR slack: “excess plant workers” 

Tacit and specific HR slack: “excess managers” 

Codified HR slack: “excess plant employees” 

Vanacker, Collewaert and Zahra (2016) 

Financial slack and Human 

resource slack 

Financial slack: “excess cash and cash equivalents” 

Human resource slack: “excess employees” 
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5.3 Slack Resources and Their Effects on Some Dimensions of Firm Performance 

Several authors have considered and tested the effect of the slack on some 

dimensions of firm performance, including CSP (e.g., Kang, Germann, & Grewal, 

2016; Tang, Qian, Chen, & Shen, 2015), but the results are mixed.  

 

5.3.1 The Positive Effects of Slack Resources 

On the one hand, some studies have shown that slack can have a significantly 

positive effect on some dimensions of firm performance (e.g., Bradley et al., 2011; 

Lecuona & Reitzig, 2014; Lungeanu, Stern, & Zajac, 2015; O’Brien, 2003; Tan & 

Peng, 2003; Wan & Yiu, 2009). For example, Lecuona and Reitzig (2014) argue that 

holding human resource slack with firm-specific and tacit knowledge can have a 

positive relationship with firm performance. In addition, employing 112 

manufacturing firms, Mishina et al. (2004) show that human resource slack promotes 

short-term market expansion. Voss et al. (2008) find that financial slack and human 

resource slack are positively related to product exploration and product exploitation, 

respectively. Finally, building on a sample of 1,299 Chinese listed firms, Xu et al. 

(2015) suggest that unabsorbed slack is positively related to CSP. 
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5.3.2 The Negative Effects of Slack Resources  

On the other hand, other studies have shown evidence suggesting negative 

effects of slack on some firm performances, such as risk aversion, innovation 

reduction, excessive idle resources, and self-serving managerial behaviors (Fama, 

1980; Jensen, 1986; Jensen & Meckling, 1976; Mishina, Pollock, & Porac, 2004). For 

example, Lecuona and Reitzig (2014) argue that holding human resource slack with 

codified and general knowledge can have a negative effect on firm performance. In a 

U.S. sample of nonprofit professional theaters, Voss et al. (2008) examine how 

different dimensions of slack resources could affect a firm’s exploitation and 

exploration. They show that unabsorbed slack resources, both generic and rare, result 

in lower exploitation, but generic resources are negatively related to exploration. 

Finally, Xu et al. (2015) show that absorbed slack generates a negative impact on CSP, 

and state ownership has a negative moderating role on the relationship between 

unabsorbed slack and CSP. 

 

5.3.3 The Curvilinear Effects of Slack Resources  

In addition, some studies show a curvilinear relationship between slack and 

firm performance (e.g., Vanacker, Collewaert, & Zahra, 2016; George, 2005). For 
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instance, analyzing nine hundred privately held firms, George (2005) finds that high- 

and low-discretion slack can have a curvilinear relationship with firm accounting 

performance. Nohria and Gulati (1996) suggest that slack has a curvilinear 

relationship with innovation. Specifically, using data of two multinational 

corporations, the authors find that slack resources in an appropriate storage can be 

best for innovation performance. Tan and Peng (2003) explore the slack-firm 

performance relationship by utilizing survey and archival data of Chinese listed firms. 

Based on organizational theory and agency theory, they find a curvilinear relationship 

between slack and firm performance. 

 

5.4 Conclusion 

This chapter provides basic information about the slack, including its definition, 

categorization, and effect on firm performance. Several studies have generated mixed 

results between slack resources and firm performance. In addition, the slack can be 

divided into different categorizations, such as high-discretion and low-discretion slack, 

unabsorbed and absorbed slack, and financial and human resource slack. Among these 

categorizations, I choose the high-discretion and low-discretion slack categorization. 

On the one hand, it is one of the most common and earlier categorizations employed 
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by prior research. On the other hand, it is closely linked to managerial discretion in 

resource deployment, which can affect MNEs’ motivations to conduct CSP when they 

diversify into developed and developing countries. In other words, high-discretion and 

low-discretion slack can have a moderating effect on the GD–CSP relationship.  

In the next section, I will show my theoretical model and discuss hypotheses on 

the basis of theory and literature reviewed. Specifically, I will discuss how high-

discretion slack and low-discretion slack affect the GD–CSP relationship in 

hypotheses 6 to 8 based on the literature of this chapter.  
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CHAPTER 6 

THEORETICAL MODEL AND HYPOTHESES 

6.1 Introduction 

This chapter provides the theoretical model and hypotheses of the study. The 

first section introduces the whole chapter. The second section introduces the 

theoretical model. The third section proposes the hypotheses testing the relationship 

between GD into developed countries and CSP. The fourth section proposes the other 

hypotheses testing the relationship between GD into developing countries and CSP. 

The fifth section proposes the moderating role of slack resources for developed 

countries and those for developing countries. The final section concludes this chapter. 

 

6.2 The Theoretical Model of the Research 

In recent years, more and more studies have been conducted on the 

relationship between MNEs’ GD and CSP (e.g., Low & Yeats, 1992; Marano, 

Tashman, & Kostova, 2017), but the majority of studies have focused on how MNEs 

from developing countries diversify geographically throughout the world and how this 

kind of diversification influences their CSP (e.g., Marano, Tashman, & Kostova, 
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2017). It remains unclear how GD by MNEs from developed countries into 

developing world may influence their CSP. Should this developing-country 

diversification by Western MNEs leads to the same CSP as does developed-market 

diversification? The answer to this question can help understand several important 

theoretical issues. For instance, authors have different opinions on the relationship 

between MNEs’ GD and CSP. Some authors have argued that diversification should 

have a positive effect on CSP (e.g., Kang, 2013). The reason is that influenced by 

modern or advanced institutions in the developed country, MNEs from the West may 

transfer their CSP-related practice from their home countries to host countries across 

geographical boundaries (Bansal & Roth, 2000; Christmann, 2004). Moreover, as its 

MNEs’ GD increases, a firm should increase its economy of scale by building firm 

networks, improving communications, and developing goodwills in international 

contexts, through which the firm should develop greater sensitivity about how to meet 

the CSP requirements in its home country as well as in its host countries. According 

to this logic, there should be a positive relationship between GD and CSP. On the 

other hand, several authors have predicted that GD may have a negative effect on CSP 

(e.g., Low & Yeats, 1992; Lucas et al., 1992). The reason is that diversification may 

allow Western MNEs to take advantage of the institutional void in developing 

countries. In other words, compared with developed countries, developing countries 
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may have much more lenient tax, social and environmental regulations, and other 

institutions (Rathert, 2016). Because of the effects of institutional voids as a whole, 

there might be a negative relationship between GD and CSP. It is thus necessary to 

further investigate the predictive validity of the two competing arguments via 

systematic research. Figure 1 presents the conceptual model of my study.  

 

6.3 Prediction of the Relationship for Developed Countries 

To predict the relationship between GD and CSP in developed countries, I 

adopt the approaches of institutional theory (DiMaggio & Powell, 1983; Meyer & 

Rowan, 1977; Scott, 1995, 2005). Institutions are regarded as rules of game (North, 

1990) demonstrated through regulations, norms, and cognitive taken-for-granted 

understandings (Deephouse, 1999; Scott, 1995, 2008). Institutional theory assumes 

that organizations ought to adopt practices and policies to comply with these 

institutions and become legitimate in the eyes of stakeholders (Meyer & Rowan,  

1977). In other words, concerning legitimacy, organizations or firms are likely to 

adopt policies that are socially valuable within their institutional field.  

MNEs are multidivisional organizations consisting of heterogeneous 

subsidiaries in host countries (Kostova & Zaheer, 1999). I perceive both MNEs and 
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their subsidiaries in developed countries may have high CSR levels and low CSIR 

levels through the three institutional pillars. First, the regulatory pillar of institutions 

should have its effects. I perceive that because of strong law enforcement in 

developed countries, firms are pressured to maximize their CSR practices and 

minimize their CSIR practices. As discussed before, governments adopt laws, 

regulations, and policies to exert regulative pressure on organizations. They can have 

the power to accept or reject the organization’s existence in their jurisdiction (North, 

1990; Scott, 1995). At the very least, noncompliance with regulations can be very 

costly to the firm (Deephouse, 1996). Greater acquiescence can protect the firm from 

political risks and legal sanction. Specifically, numerous labor and environmental 

conventions in developed countries guarantee signatory countries’ responsibilities to 

apply certain principles. For instance, the United Kingdom Pensions Act of 199521 

requires that firms ought to disclose their engagement in social, environmental, or 

ethical issues.  

Besides, Australia, Belgium, and Germany have introduced broadly similar 

legislation on socially responsible investment. Besides the effect of regulative 

institutions, normative or social institutions can also guide behaviors through a less 

explicit system of standards and values, such as rules of thumb, occupational 

standards, and educational curricula (Kostova, 1997; Scott, 1995). Specifically, firms 



57 

 

in developed countries will have a higher sense of social obligations or CSP norms for 

a number of reasons, such as the needs to improve basic living conditions for society 

(Dobbin, 1994; Dore, 1983), to protect employees’ benefits (Dore, 1983, 2000; 

Westney, 2001), and to speed up economic development (Campbell, 2007).  

Finally, cognition or culture institutions include several cultural elements that 

govern choice often without receiving conscious thought (Scott, 1995). Specifically, 

firms in developed countries often have such kinds of cultures as freedom, equality, 

fairness, and human rights (Borensztein, DeGregorio, & Lee, 1998), which emphasize 

more on CSR and less on CSIR. Combining the above arguments, the regulative, 

normative, and cognitive institutions can increase MNEs’ and their subsidiaries’ 

engagement in socially responsible activities and reduce their engagement in socially 

irresponsible activities (Campbell, 2007; Gjølberg, 2009; Young & Makhija, 2014). 

In line with the institutional-transfer approach, when MNEs diversify into 

developed countries, they are pressured to transfer their pro-CSP practices from home 

countries to host countries. In other words, because of transparent, rules-based, 

enforcement-oriented standards consistent across all developed countries, MNEs from 

developed countries are likely to be duty bound, which make them carry out CSP in 

the same way in all their operations so that they can maintain legitimacy in the eyes of 

stakeholders (Rathert, 2016). In contrast, breaches of rules or violations of regulations 
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may lead to high economic and social costs, such as enormous fines, endless lawsuits, 

and unfriendly market reactions (Qian, Li, Li, & Qian, 2008). In addition, because of 

similar institutional environments in developed countries, MNEs would find it less 

difficult to build social networks, improve external communications, and develop 

goodwill among their major stakeholders, through which they may develop a greater 

sensitivity to meeting their CSP requirements (Rathert, 2016).  

Thus, MNEs diversifying into developed countries can improve their CSP by 

conducting more CSR and less CSIR around the world. Accordingly, when MNEs 

diversify into developed countries, I expect a positive GD–CSR relationship and a 

negative GD–CSIR relationship. I therefore predict the following:  

 

Hypothesis 1 (H1): A positive relationship exists between GD and CSR when MNEs 

diversify into developed countries. 

Hypothesis 2 (H2): A negative relationship exists between GD and CSIR when 

MNEs diversify into developed countries. 
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6.4 Prediction of the Relationship for Developing Countries 

Institutional void refers to the lack of laws, regulations, institutional 

infrastructures, and intermediaries needed for efficient economic transactions 

(Khanna & Palepu, 1997). Because of institutional voids, MNEs that mainly diversify 

into developing countries may show decreased CSR and increased CSIR. Specifically, 

developing countries or markets are characterized by a low level of economic 

development and a high level of institutional void (Hoskisson, Eden, Lau, & Wright, 

2000; Sullivan & Sheffrin, 2003). 

In developing countries or markets, “financial markets are regarded as a lack of 

adequate disclosure as well as weak corporate governance and control. Intermediaries 

such as financial analysts, mutual funds, investment bankers, venture capitalists, and a 

financial press are either absent or not fully evolved because of information 

asymmetry problems” (Meyer et al., 2009: 63). In addition, legal regulations are weak, 

and their enforcement is unstable. The lack of regulations can “impede the ability of 

firms to make use of new business chances to introduce new products or services” 

(Kuppuswamy et al., 2014: 43). Under weak legal institutions, consumers may also 

have limited access to seek compensation when a product fails to deliver on its 

promise, resulting in product market failure (Khanna & Palepu, 1997). Scholars also 
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find that high institutional void of developing countries may lead to unethical business 

practices, such as bribery, financial fraud, rent-seeking, and other irresponsible 

activities (Donaldson, 1996; Lovett et al., 1999; Gomez & Jomo, 1999; Donaldson & 

Dunfee, 1999). 

Building upon the perspective of institutional void in developing countries, I 

argue that high institutional void may allow or even encourage MNE managers to put 

aside socially responsible behavior and show high CSIR level. In other words, in 

developing countries where social institutions are weak, MNEs “may become 

motivated to lower ethical standards, ranging from environmental negligence and 

abusive labor practice to corrupt human resource management” (Tan, 2009: 174). 

This behavior is called the “pollution haven hypothesis” (Copeland & Taylor, 2004), 

and the host countries of high institutional void are regarded as pollution havens, 

allowing MNEs to arbitrage their operations through conducting more CSIR and less 

CSR.  

Take regulative institutions for CSP as an example. The level of institutional 

void on this aspect can be high in developing countries. Indeed, relevant regulations 

for CSP may not even be developed (Chen, Chen, Huang, & Ching, 2006; DeGeorge, 

1993; Hamilton & Knouse, 2001). This institutional void allows some MNEs to make 

little, poor, or no CSP efforts. For instance, with very weak government regulations in 
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many developing countries, MNEs may move their pollution-producing factories to 

these markets. They can also provide poor working conditions to their host-country 

employees in these markets (Min Foo, 2007). In terms of normative institutions, 

developing countries should also have a high level of institutional void. Specifically, 

people in developing countries may have a weaker sense of social obligations and 

CSP expectations for a number of reasons, such as the needs to improve basic living 

conditions or to speed up economic development. As a result, people in developing 

countries may make less effort, compared with their counterparts in developed 

markets, to force MNEs to conduct CSP. 

Furthermore, a high level of institutional void in developing countries may 

permit or even prompt MNEs to find a pretext to pursue their personal interests by 

neglecting or even disregarding the pro-CSP institutions that would be implemented 

in their home countries. When MNEs find that the institutional environment in host 

countries provides comparative advantages to engage in special activities, they can 

“arbitrage” their operations across countries and leverage location-based advantages 

(Ghemawat, 2007). Indeed, one can observe cases supporting this prediction. For 

instance, when Walmart is trying to implement fair labor practices, it still continues to 

mistreat factory workers in terms of wages and work-related benefits in China 

(Roberts & Bernstein, 2000). This is especially true when MNEs are confronted with 
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financial difficulties or other resource constraints. These difficulties and constraints 

may prompt or force MNEs to reduce resource allocation for CSR in developing 

countries.  

Accordingly, I conclude that when MNEs diversify into developing countries, I 

expect a negative GD–CSR relationship and a positive GD–CSIR relationship. I 

therefore predict the following:  

 

Hypothesis 3 (H3): A negative relationship exists between GD and CSR when 

MNEs diversify into developing countries. 

Hypothesis 4 (H4): A positive relationship exists between GD and CSIR when 

MNEs diversify into developing countries. 

 

6.5 The Moderating Effect of Firm Slack Resources 

In what follows, I explore contingencies of the relationship between GD and 

CSP. Prior studies have suggested that a firm’s motivation to conduct CSR and CSIR 

is not only affected by some external factors such as institutional environment, but 

also some internal factors such as resource abundance, especially financial resources 

(Wang and Qian, 2011; Koh, Qian, & Wang, 2014). For instance, they have shown 
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that a firm with abundant resources is highly willing and capable to engage in socially 

responsible activities (e.g., McGuire, Sundgren, & Schneeweis, 1988; Roberts, 1992; 

Adams & Hardwick, 1998). As discussed above, one set of firm resources here is 

slack resources (the slack). Accordingly, I consider the effects of firm slack resources 

on the GD–CSP relationship while developing a theoretical model based on 

institutional theory.  

6.5.1 Slack Resources for Developed Countries 

MNEs diversifying into developed countries have high institutional pressures 

through normative, regulative, and cognitive forms to conduct more CSR and less 

CSIR. In my study, I argue that MNEs’ abilities to respond to the external pressures 

should be contingent on their internal resources availability. George (2005) suggests 

that slack resources can be divided into high-discretion and low-discretion slack based 

on managerial discretions in the deployment of resources. On the one hand, since 

high-discretion slack resources are argued to have high mobility and flexibility, they 

can allow corporate management to enjoy a high degree of flexibility or freedom in 

resource allocation/reallocation (Greve, 2003). The abundant flexible resources could 

enable firms to resolve external pressures through undertaking socially responsible 

activities and restricting socially irresponsible activities. Moreover, high-discretion 
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slack can also work as a “stabilizing role” by providing firms with helpful resources 

to tackle unfavorable challenges (Cyert & March, 1963: 38). Thus, when MNEs have 

more high-discretion slack, they are capable of responding to external institutional 

pressure by conducting more CSR and less CSIR.  

On the other hand, low-discretion slack resources are considered sticky (Mishina, 

Pollock, & Porac, 2004) as they represent highly illiquid resources unavailable for 

immediate investment (George, 2005). Therefore, utilizing them for CSP purposes 

whenever necessary is difficult if not impossible for firms. In other words, this type of 

illiquid resource may not help a firm improve its CSR and reduce its CSIR because it 

cannot fulfill the current obligations (because there are no excess, uncommitted liquid 

resources within the firm). Thus, when firms have more low-discretion slack, the 

firms’ abilities to maximize their CSR and minimize their CSIR are constrained when 

they have more pressures from institutions.  

Considering the points discussed above, I predict that high-discretion slack 

strengthens the positive relationship between GD and CSR and strengthens the 

negative relationship between GD and CSIR in developed countries. On the contrary, 

low-discretion slack weakens the positive relationship between GD and CSR and 

weakens the negative relationship between GD and CSIR in developed countries.  
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Therefore, I hypothesize the following:  

 

Hypothesis 5a (H5a): High-discretion slack moderates the positive relationship 

between GD and CSR when MNEs diversify into developed countries. Other 

conditions being equal, the more high-discretion slack resources a firm controls, the 

stronger the positive relationship between GD and CSR as predicted in H1. 

Hypothesis 5b (H5b): High-discretion slack moderates the negative relationship 

between GD and CSIR when MNEs diversify into developed countries. Other 

conditions being equal, the more high-discretion slack resources a firm controls, the 

stronger the negative relationship between GD and CSIR as predicted in H2. 

Hypothesis 6a (P6a): Low-discretion slack moderates the positive relationship 

between GD and CSR when MNEs diversify into developed countries. Other 

conditions being equal, the more low-discretion slack resources a firm controls, the 

weaker the positive relationship between GD and CSR as predicted in H1. 

Hypothesis 6b (H6b): Low-discretion slack moderates the negative relationship 

between GD and CSIR when MNEs diversify into developed countries. Other 

conditions being equal, the more low-discretion slack resources a firm controls, the 

weaker the negative relationship between GD and CSIR as predicted in H2. 
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6.5.2 Slack Resources for Developing Countries 

In developing countries, high-discretion and low-discretion slack also play the 

same role. Again, my reasoning is based on the difference between low- and high-

discretion slack resources. As argued before, because of a high institutional void in 

developing countries, MNEs can arbitrage location advantages of host countries to 

increase CSIR and decrease CSR for their own benefits and to save costs. High-

discretion slack is highly flexible and mobile (George, 2005) and endows MNEs with 

the capability to take advantage of opportunities resulting from the institutional void 

of developing countries. Thus, when MNEs have high-discretion slack, they are more 

likely to conduct more CSR and less CSIR in the case of diversifying into developing 

countries.  

In contrast, low-discretion slack resources are similar to those that are sticky and 

difficult to redeploy and that have already been committed to and absorbed (Mishina, 

Pollock, & Porac, 2004; Sharfman et al., 1988; Singh, 1986). Specifically, high level 

of low-discretion slack may constrain firm growth since it is difficult to be allocated 

flexibly than be irrelevant to previous organizational routines (Mishina, Pollock, & 

Porac, 2004). Thus, I conclude that MNEs with high levels of low-discretion slack 

may constrain their motivation to maximum CSIR and minimize CSR.  
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Considering the points discussed above, I predict that high-discretion slack 

strengthens the negative relationship between GD and CSR and strengthens the 

positive relationship between GD and CSIR in developing countries. On the contrary, 

low-discretion slack weakens the negative relationship between GD and CSR and the 

positive relationship between GD and CSIR in developing countries. 

Therefore, I hypothesize the following:  

 

Hypothesis 7a (H7a): High-discretion slack moderates the negative relationship 

between GD and CSR when MNEs diversify into developing countries. Other 

conditions being equal, the more high-discretion slack resources a firm controls, the 

stronger the relationship between GD and CSR as predicted in H3. 

Hypothesis 7b (H7b): High-discretion slack moderates the positive relationship 

between GD and CSIR when MNEs diversify into developing countries. Other 

conditions being equal, the more high-discretion slack resources a firm controls, the 

stronger the relationship between GD and CSIR as predicted in H4. 

Hypothesis 8a (H8a): Low-discretion slack moderates the negative relationship 

between GD and CSR when MNEs diversify into developing countries. Other 
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conditions being equal, the more low-discretion slack resources a firm controls, the 

weaker the relationship between GD and CSR as predicted in H3. 

Hypothesis 8b (H8b): Low-discretion slack moderates the positive relationship 

between GD and CSIR when MNEs diversify into developing countries. Other 

conditions being equal, the more low-discretion slack resources a firm controls, the 

weaker the relationship between GD and CSIR as predicted in H4. 

 

6.6 Conclusion 

This chapter at first introduces theoretical model of this research. Then it 

further proposes eight hypotheses testing the relationship between GD into developed 

countries and that into developing countries and the moderating role of slack 

resources on the GD–CSP relationship. In the next chapter, I will show the research 

methodology of this study. 
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Figure 1 Conceptual Model 
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CHAPTER 7 

RESEARCH METHODOLOGY 

7.1 Introduction 

In this chapter, I present the research methodology of this study. The first 

section introduces the whole chapter. The second section introduces the research 

sample and setting. The third section describes the variables. The fourth section is the 

estimation method of my model. The final section concludes this chapter. 

 

7.2 Sample and Setting 

The sample in my study consisted of 847 MNEs listed on the New York Stock 

Exchange during the period 2000–2015. When selecting and including an MNE into 

the sample, I guaranteed that this firm reported geographic segment data instead of 

data for other countries. The data on the main and moderator variables was obtained 

from the following sources: (1) MNEs’ GD from the Compustat Historical Segments 

Database; (2) both high- and low-discretion slack resources from the Compustat 

Fundamental Database; and (3) both CSR and CSIR from the KLD database, i.e., the 
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database developed by Kinder, Lydenberg, Domini & Co., Inc. The KLD database 

was an independent social choice investment advisory firm that compiled ratings of 

how firms addressed the needs of their stakeholders. In 2000, the database included 

firms in the S&P 500 Index and the Domini 400 Social Index, and it was further 

extended to companies in the Russell 2,000 Index in 2003. The KLD database was 

considered the best available database used for compiling a comprehensive measure 

of CSP (Choi & Wang, 2009; Hillman & Keim, 2001). In addition, I also collected the 

information on the control variables including firm size, firm age, accounting 

performance, R&D expenses, women-director percentage, director-failure percentage, 

and outside-director percentage (the last three controls from the GIM Ratings 

database). All the datasets could be obtained from the Wharton Research Data 

Services (WRDS) research platform, operated by the School of Wharton, University 

of Pennsylvania (https://wrds-web.wharton.upenn.edu/wrds/).  

After merging each dataset and deleting missing variables, my sample comprised 

of 477 MNEs or 1,560 firm/year observations. To rule out the reverse causality, I 

lagged one year among the independent, moderating, control, and dependent variables. 

 

7.3 Description of Variables 
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7.3.1 CSR and CSIR 

In line with prior research (e.g., Strike et al., Tang et al., 2015), I measured 

both CSR and CSIR separately. Both CSR and CSIR were based on the five 

dimensions taken from the KLD data: community, diversity, employee relations, 

environment, and/or product (see Appendix 1 for detailed descriptions). These 

dimensions were chosen because they were usually the primary focus of CSP research 

and were of the greatest interest to stakeholders. Each of the five dimensions involved 

different categories of CSP in terms of its strengths and concerns. Within each of 

these categories were items to which KLD assigned one or zero based on whether a 

firm met certain criteria or not. In line with prior research (e.g., Strike et al., 2004; 

Tang et al., 2015), I regarded the strength items as CSR elements and the concern 

items as CSIR ones. Accordingly, I measured the CSR variable by summing the 

number of strengths across the five-dimensional CSP measures and the CSIR variable 

by summing the number of concerns also across the five-dimensional measures of 

CSP.  

7.3.2 MNEs’ GD 

I measured a firm’s GD using the entropy measure, which not only measured 

the extent to which a firm’s activities were spread across similar foreign countries 
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within market regions but also quantified the dispersion of a firm’s activities across 

different global market regions (Qian et al., 2008). In line with prior research (Hitt et 

al., 1997), the entropy measure of GD was 

                         DGM = ∑ piLn(1/pim

i=1
)                                       (1) 

where m represents the number of regions into which a firm derives sales, pi is 

the proportion of the i
th

 region to a firm’s total sales of subsidiaries in all regions, and 

In(1/Pi) is the weight that is given to each region. This entropy measure considers 

both the number of regions in which a firm operates and the relative importance of 

each region to all market regions. 

Consistent with Qian et al. (2010) and Wiersema et al. (2008), I classified the 

countries into eight global market areas: (1) Asia and Pacific developing countries 

(Asian markets excluding Hong Kong, Japan, Korea, Singapore, and Taiwan), (2) 

Asian markets other than the developing ones, (3) East European markets, (4) West 

European markets, (5) North American developed countries (Canada and the United 

States), (6) the rest of American markets excluding Canada and the United States, (7) 

New Zealand and Australia, and (8) Africa.  

Figure 2 presents a map of MNEs’ GD around the world. The four global 

market areas (i.e., 2, 4, 5, and 7) belong to developed-country regions while the other 
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four (i.e., 1, 3, 6, and 8) to developing-country regions (see Appendix 2 for detailed 

classification in each region). The calculation of the diversification into developed 

countries and developing countries is based on the entropy measure (Hitt et al., 1997; 

Qian et al., 2010, 2013; Rugman, 2005).  

I measured the diversification into developed-country regions (DDR) using the 

following formula: 

                               DDR = ∑ piLn(1/pim

i=1
)                                           (2) 

Here, m represents the number of developed country regions into which a firm 

derives sales, and pi is the proportion of the i
th

 region to a firm’s total sales of 

subsidiaries in all developed regions. 

I also measured the diversification into developing country regions (DERs) 

with the same approach. Specifically, I adopted the following formula: 

                                     DER = ∑ piLn(1/pim

i=1
)                                   (3) 

Here, m represents the number of DERs into which a firm derives sales, and pi 

is the proportion of the i
th

 region to a firm’s total sales of subsidiaries in all 

developing regions. 

 



76 

 

7.3.3 Slack Resources 

I adopted the approach of George (2005) to measure high- and low-discretion 

slack resources. Specifically, high-discretion slack was measured as a ratio of current 

assets (cash and marketable securities) to liabilities, and low-discretion slack was 

measured as the debt-to-equity ratio. These approaches were consistent with those in 

prior research (e.g., Bromiley, 1991; Greve, 2003; George, 2005). 
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Figure 2 Geographic Diversification Around the World 
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7.3.4 Control Variables 

I controlled for the effects of both firm- and industry-level variables. These 

variables included firm size, age, R&D expenses, accounting performance, outside-

director percentage, women-director percentage, and director-failure percentage. All 

of them could influence a firm’s engagement in CSP (Adams & Hardwick, 1998; Bear, 

Rahman, & Post, 2010; Jo & Harjoto, 2011; Padgett & Galan, 2010; Waddock & 

Graves, 1997; Zhang, Zhu, & Ding, 2013). Specifically, firm size was measured as 

the natural logarithm of a firm’s total assets. Firm age was measured as the number of 

years since the firm was established. Firm accounting performance was measured by 

return on assets (ROA). Firms’ outside-director, women-director, and director-failure 

percentages were measured as the ratio of the number of outside directors, women 

directors, and directors who failed to meet the board’s minimum attendance standards 

to directors on the board, respectively. R&D expenses were measured as the 

expenditure on a firm’s research and development. Moreover, I also controlled for the 

fixed effect of industry-level variables based on the SIC two-digit categorization from 

the New York Stock Exchange. The measurement of variables was listed in Table 3. 
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7.4 Estimation 

I utilized ordinary least squares (OLS) regression models with year- and firm-

fixed effects so that I could control for the effects of macroeconomic trends and 

unobservable time-invariant firm characteristics. The fixed-effect regression model 

allowed me to fully deploy my data in panel structure (Bettis, Gambardella, & Helfat, 

2014). I also conducted Hausman’s (1978) specification tests to confirm whether I 

should use fixed-effects models or random-effects ones to test my hypothesis. The 

results presented a significant correlation between error and regressors (p<0.5), 

suggesting that it was more appropriate to use the fixed-effect models for my 

statistical analysis rather than the random-effect models. I also conducted all 

statistical analyses in Stata 15.0 to explain the panel structure of my data and 

estimated the relationship between GD and CSP with the following equation: 

 

 𝐶𝑆𝑃𝑡 = 𝛽0 𝑡−1 +  𝛽1 𝐺𝐷𝑡−1 + 𝛽2𝑀𝑜𝑑𝑒𝑟𝑎𝑡𝑜𝑟𝑠𝑡−1 + 𝛽3 𝐺𝐷𝑡−1 ∗ 𝑀𝑜𝑑𝑒𝑟𝑎𝑡𝑜𝑟𝑠𝑡−1 + 

𝛽4𝑋𝑡−1 + 𝜀𝑡−1                                                                                                  (4) 

 

where CSP is the dependent variable including CSR and CSIR; GD is the 

independent variable; Moderators are high-discretion and low-discretion slacks, 
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which influence the main relationship between GD and CSP; and 𝑋𝑡−1 is the set of 

control variables expected to affect CSP. 𝜀𝑡−1 is an error term.  

 

7.5 Conclusion 

This chapter initially presents the research sample and setting. Then it describes 

the measurement of each variable. Afterward, it presents the estimation method of the 

model and proposes the equation to test the model. The next chapter will show the 

results of this research in detail. 
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Table 3 The Measurement of Variables 

Variables Description Source(s) 

CSR The sum of all the strength items of CSP C 

CSIR The sum of all the concern items of CSP C 

GD into developed 

countries 

DDR = ∑ piLn(1/pim

i=1
) 

m represents the number of developed country 

regions into which a firm derives sales, and pi is the 

proportion of the i
th

 region to a firm’s total sales of 

subsidiaries in all developed regions. 

A 

GD into developing 

countries 

DER = ∑ piLn(1/pim

i=1
) 

m represents the number of developing country 

regions into which a firm derives sales, and pi is the 

proportion of the i
th

 region to a firm’s total sales of 

subsidiaries in all developing regions. 

A 

High-discretion slack 
The ratio of current assets (cash and marketable 

securities) to liabilities 
B 

Low-discretion slack The ratio of debt to equity B 

Firm size The natural logarithm of a firm’s total assets B 

Firm age The number of years since the firm is established B 

Firm performance The ratio of a firm’s return to total asset B 

Women director percentage 
The ratio of the number of women directors to 

directors on the board 
D 

Director failed percentage 

The ratio of the number of directors failed to meet 

the board’s minimum attendance standards to 

directors on the board 

D 

Outside director percentage 
The ratio of the number of outside directors to 

directors on the board 
D 

R&D expenses 
The amount of research and development 

expenditures 
B 

Notes: This table reports the variables used in my regression analysis and their 

descriptions. Data sources: A=Compustat Historical Segments Database; B= 

Compustat Fundamental Database; C= KLD database; D= GIM Ratings database.  
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CHAPTER 8 

RESULTS 

8.1 Introduction 

In this chapter, I present the results of data analysis from the empirical study. 

The first section introduces the whole chapter. The second section shows the results of 

descriptive statistics of the variables, including the means, standard deviations, and 

correlations. The third section presents the hypothesis testing results. The fourth 

section shows the additional tests of my results. The final section concludes the 

chapter. 

 

8.2 Descriptive Statistics 

Table 4 shows the descriptive statistics and the correlations indicate some 

interesting results. First, geographic diversification into developed countries has a 

significantly positive association with CSR (r=0.1627) but a negative effect with 

CSIR (r=–0.037). This result preliminarily verifies my predictions in H1 and H2. 

Different from the results from developed countries, a negative correlation exists
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Table 4. Descriptive Statistics and Correlations 

 

Variables Mean S.D. 1 2 3 4 5 6 7 8 9 10 11 12 13 

1.CSR 1.249 1.782 1.000             

2.CSIR 1.412 1.326 0.1002* 1.000            

3.GD into developed 

countries 
0.482 0.325 0.1627* -0.035 1.000           

4.GD into developing 

countries 
0.129 0.248 -0.037 0.0949* -0.101* 1.000          

5.High-discretion slack 18.220 54.877 0.1412* 0.045 -0.021 0.042 1.000         

6.Low-discretion slack 0.116 0.203 -0.046 0.030 -0.037 0.0776* -0.026 1.000        

7.Firm size 6.974 1.400 0.5941* 0.1914* -0.026 0.1007* 0.2283* 0.1606* 1.000       

8.Firm age 30.769 17.095 0.2177* 0.2141* -0.002 0.1097* 0.0752* 0.023 0.3789* 1.000      

9.Firm performance 0.034 0.118 0.1739* 0.008 -0.066* 0.0648* 0.1409* -0.008 0.2648* 0.1355* 1.000     

10.Women director 

percentage 
0.092 0.074 0.3106* -0.073* -0.055* 0.0747* 0.0917* 0.1107* 0.2498* 0.1888* 0.0793* 1.000    
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11.Director failed 

percentage 
0.005 0.017 -0.037 0.009 0.045 -0.010 0.017 0.005 -0.011 -0.075* -0.05* -0.102* 1.000   

12.Outside director 

percentage 
0.828 0.069 0.1592* 0.0873* -0.048 0.045 0.043 0.0580* 0.2843* 0.2392* 0.039 0.1836* -0.021 1.000  

13. R&D expenses 54.456 49.149 0.6176* 0.0499* 0.1660* -0.081* 0.1360* -0.056* 0.5612* 0.1893* 0.037 0.1096* 0.002 0.1484* 1.000 

Note:  
*
 p < 0.05, 

**
 p < 0.01, 

***
 p < 0.001. N=1560  

a
 logarithm  
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between GD and CSR (r=–0.037) and a positive correlation between GD and CSIR 

(r=0.0949). This result preliminarily verifies my predictions in H3 and H4. Second, 

some control variables like firm age, firm size, outside-director percentage, and R&D 

expenses have a significantly positive relationship with both CSR and CSIR. The 

results are consistent with prior research (e.g., Strike, Gao, & Bansal, 2006). Finally, 

several significant correlations exist among the control variables. Considering these 

correlations, we investigate whether there is a potential multicollinearity problem by 

computing variance inflation factors (VIFs). We find that the maximum VIF is 7.06 

and the mean VIF is around 3.35. All relevant values are substantially below the rule-

of-thumb cutoff point of 10 for regression models (Ryan, 1997). Therefore, 

multicollinearity is not a concern in my results concerning diversification into 

developed countries. 

 

8.3 Hypothesis Testing 

8.3.1 GD in Developed Countries/Developing Countries on CSR 

I adopted nine-models to test the effects of GD in developed countries and in 

developing countries on CSR. Specifically, Models 1 were the base models that 

included the effects of all control variables. Models 2 tested H1 and H3 regarding 
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effects of GD in developing countries and developing countries. Models 5 and 7 

focused on the interaction effects of high-discretion slack and GD into developed 

countries and developing countries, respectively. Models 6 and 8 on those of low-

discretion slack and GD. Finally, Models 10 comprised all the model variables  

Table 5 reports the results of regression analyses that GD in developed 

countries/developing countries on CSR. Model 1 shows that firm size, accounting 

performance, women-director percentage, and R&D expenses are all positively and 

significantly correlated with CSR. As predicted, the result in Model 2 shows a 

positive and significant relationship between GD into developed countries and CSR 

(β=0.589, p < 0.001), thereby supporting Hypothesis 1. Model 4 presents a negative 

and significant relationship between GD into developing countries and CSR (β=-

0.327, p < 0.05). Model 5 and Model 7 indicate that the interaction term of high-

discretion slack and GD into developed countries/developing countries is negative but 

insignificant (β=–0.001, n.s.). The results thus fail to support Hypothesis 5a and 7a. 

Model 6 suggest that the interaction term of low-discretion slack and GD into 

developed countries is insignificant (n.s.). Thus, Hypothesis 6a is not supported. 

However, Hypothesis 8a is supported as the interaction term of low-discretion slack 
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and GD into developing countries in Model 8 is positive and significant (β=1.359, p < 

0.05).  

 

8.3.2 GD in Developed Countries/Developing Countries on CSIR 

I also tested the effects of GD into developed countries and developing 

countries on CSIR, using the ten models presented in Table 6. The model arrangement 

was the same as in Table 5. Again, Models 1 was the base models that comprised all 

the control variables. Models 2, 3, and 4 tested H2 and H4, while Models 5, 6, 7, and 

8 tested H5b, H7b, H6b and H8b, respectively. Finally, I included all the model 

variables into the last model (i.e., Model 10). 

Model 1 shows that firm size and firm age are significantly and positively 

related to CSIR. Women director percentage is significantly and negatively related to 

CSIR. H4 is supported by the data from Model 3 (β=0.285, p < 0.05). However, H2 is 

not supported (β=-0.015, p >0.1). H5b, H6b, H7b and H8b, tested in Model 5,6,7, and 

8, are all not supported as the interaction terms of high-discretion slack/low-discretion 

slack and GD into developed countries/developing countries are all not significant, 

(p >0.1). Accordingly, high/low-discretion slack cannot have a moderating effect on 

GD into developed countries/developing countries on CSIR. 
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Table 5. Regression Analysis of Geographic Diversification in Developed Countries/Developing Countries on CSR 

  CSR 

 Model1 Model2 Model3 Model4 Model5 Model6 Model7 Model8 Model9 

Control variables          

Firm size
a
 0.406

***
 0.407

***
 0.408

***
 0.408

***
 0.409

***
 0.438

***
 0.410

***
 0.436

***
 0.439

***
 

 (0.039) (0.039) (0.039) (0.039) (0.039) (0.039) (0.039) (0.039) (0.039) 

Firm age -0.001 -0.001 -0.001 -0.001 -0.001 -0.001 -0.001 -0.001 -0.001 

 (0.002) (0.002) (0.002) (0.002) (0.002) (0.002) (0.002) (0.002) (0.002) 

Firm performance 1.077
***

 1.152
***

 1.099
***

 1.173
***

 1.169
***

 1.077
***

 1.177
***

 1.071
***

 1.076
***

 

 (0.296) (0.293) (0.295) (0.293) (0.294) (0.292) (0.295) (0.291) (0.293) 

Women director percentage 5.080
***

 5.096
***

 5.100
***

 5.116
***

 5.093
***

 5.186
***

 5.128
***

 5.122
***

 5.103
***

 

 (0.470) (0.466) (0.470) (0.465) (0.467) (0.464) (0.466) (0.463) (0.466) 

Director failed percentage -1.789 -2.164 -1.772 -2.146 -2.081 -1.994 -2.164 -1.931 -1.857 

 (1.933) (1.915) (1.930) (1.912) (1.914) (1.900) (1.916) (1.897) (1.902) 

Outside director percentage -0.728 -0.646 -0.737 -0.656 -0.648 -0.660 -0.658 -0.607 -0.601 

 (0.507) (0.502) (0.506) (0.501) (0.501) (0.498) (0.501) (0.498) (0.498) 

R&D expenses 0.014
***

 0.013
***

 0.014
***

 0.013
***

 0.013
***

 0.013
***

 0.013
***

 0.013
***

 0.013
***

 

 (0.001) (0.001) (0.001) (0.001) (0.001) (0.001) (0.001) (0.001) (0.001) 

Independent variables          

GD into developed countries  0.589
***

  0.586
***

 0.555
***

 0.601
***

 0.587
***

 0.564
***

 0.544
***

 

  (0.106)  (0.106) (0.111) (0.118) (0.106) (0.106) (0.123) 

GD into developing countries   -0.327
*
 -0.320

*
 -0.320

*
 -0.312

*
 -0.299

*
 -0.516

**
 -0.507

**
 

   (0.138) (0.137) (0.137) (0.136) (0.147) (0.163) (0.174) 

Moderating effects          

High-discretion slack     -0.001  -0.000  -0.001 

     (0.001)  (0.001)  (0.001) 

High-discretion slackXGD into developed countries     0.002    0.002 

     (0.002)    (0.002) 
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Low-discretion slack      -0.697
*
  -0.978

***
 -0.938

**
 

      (0.282)  (0.190) (0.301) 

Low-discretion slackXGD into developed countries      -0.186   -0.111 

      (0.510)   (0.511) 

High-discretion slackXGD into developing countries       -0.001  -0.000 

       (0.002)  (0.002) 

Low-discretion slackXGD into developing countries        1.359
*
 1.366

*
 

        (0.611) (0.614) 

Firm fixed effects Yes Yes Yes Yes Yes Yes Yes Yes Yes 

Year fixed effects Yes Yes Yes Yes Yes Yes Yes Yes Yes 

Constant -3.506
**

 -3.855
**

 -3.301
*
 -3.653

**
 -3.662

**
 -3.740

**
 -3.684

**
 -3.660

**
 -3.698

**
 

  (1.333) (1.322) (1.334) (1.323) (1.324) (1.315) (1.325) (1.312) (1.316) 

Adj. R
2
 0.490 0.500 0.492 0.502 0.501 0.508 0.501 0.510 0.509 

N 1560 1560 1560 1560 1560 1560 1560 1560 1560 

Note: 
*
 p < 0.05, 

**
 p < 0.01, 

***
 p < 0.001   

a
 logarithm 
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Table 6. Regression Analysis of Geographic Diversification in Developed Countries/Developing Countries on CSIR 

  CSIR 

 Model1 Model2 Model3 Model4 Model5 Model6 Model7 Model8 Model9 

Control variables          

Firm size
a
 0.101

**
 0.101

**
 0.100

**
 0.100

**
 0.104

**
 0.103

**
 0.101

**
 0.101

**
 0.100

**
 

 (0.036) (0.036) (0.036) (0.036) (0.036) (0.036) (0.036) (0.036) (0.036) 

Firm age 0.013
***

 0.013
***

 0.013
***

 0.013
***

 0.013
***

 0.013
***

 0.013
***

 0.013
***

 0.013
***

 

 (0.002) (0.002) (0.002) (0.002) (0.002) (0.002) (0.002) (0.002) (0.002) 

Firm performance -0.334 -0.336 -0.353 -0.355 -0.322 -0.365 -0.334 -0.336 -0.353 

 (0.272) (0.273) (0.272) (0.272) (0.274) (0.273) (0.272) (0.273) (0.272) 

Women director percentage -2.589
***

 -2.590
***

 -2.607
***

 -2.608
***

 -2.555
***

 -2.609
***

 -2.589
***

 -2.590
***

 -2.607
***

 

 (0.433) (0.433) (0.432) (0.432) (0.434) (0.434) (0.433) (0.433) (0.432) 

Director failed percentage 1.031 1.041 1.017 1.025 0.980 1.046 1.031 1.041 1.017 

 (1.779) (1.780) (1.776) (1.778) (1.779) (1.779) (1.779) (1.780) (1.776) 

Outside director percentage 0.468 0.466 0.476 0.475 0.457 0.476 0.468 0.466 0.476 

 (0.466) (0.466) (0.466) (0.466) (0.466) (0.466) (0.466) (0.466) (0.466) 

R&D expenses 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 

 (0.001) (0.001) (0.001) (0.001) (0.001) (0.001) (0.001) (0.001) (0.001) 

Independent variables          

GD into developed countries  -0.015  -0.013 0.028 0.003 -0.017 -0.016 0.034 

  (0.099)  (0.099) (0.103) (0.110) (0.099) (0.099) (0.116) 

GD into developing countries   0.285
*
 0.285

*
 0.288

*
 0.288

*
 0.210 0.255

+
 0.185 

   (0.127) (0.127) (0.127) (0.127) (0.137) (0.153) (0.163) 

Moderating effects          

High-discretion slack     0.001  -0.001  0.000 

     (0.001)  (0.001)  (0.001) 

High-discretion slackXGD into developed countries     -0.002    -0.002 

     (0.002)    (0.002) 
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Low-discretion slack      -0.010  -0.112 -0.058 

      (0.264)  (0.178) (0.282) 

Low-discretion slackXGD into developed countries      -0.161   -0.156 

      (0.477)   (0.479) 

High-discretion slackXGD into developing countries       0.003  0.003 

       (0.002)  (0.002) 

Low-discretion slackXGD into developing countries        0.206 0.229 

        (0.573) (0.575) 

Firm fixed effects Yes Yes Yes Yes Yes Yes Yes Yes Yes 

Year fixed effects Yes Yes Yes Yes Yes Yes Yes Yes Yes 

Constant -2.012 -2.003 -2.191
+
 -2.183

+
 -2.206

+
 -2.201

+
 -2.125

+
 -2.180

+
 -2.141

+
 

  (1.227) (1.229) (1.228) (1.230) (1.230) (1.231) (1.231) (1.231) (1.233) 

Adj. R
2
 0.147 0.146 0.149 0.148 0.149 0.147 0.149 0.147 0.148 

N 1560 1560 1560 1560 1560 1560 1560 1560 1560 

Note: 
*
 p < 0.05, 

**
 p < 0.01, 

***
 p < 0.001   

a
 logarithm 
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Figures 3 help understand better the effects of low-discretion slack on the 

relationship between GD and CSR in developing countries. Since high-discretion 

slack is not significant here, I do not present a figure showing the effect.  

 

 

Figure 3. The Moderating Effect of Low-discretion Slack on Geographic 

Diversification in Developing Countries on CSR 
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8.4 Additional Tests 

I conducted a series of additional tests to ensure the robustness of my results. 

First, I regarded all the countries as a whole without making a distinction between 

developed and developing countries. The combination enabled me to directly observe 

whether the results on the main and interaction effects should be different from those 

found for developed countries (in Table 6) and for developing countries (in Table 7) 

and thus helped rule out possible alternative explanations for my results. The entropy 

measure of GD for all countries was the same as that of developed countries (Eq. 1) 

and developing countries (Eq. 2).  

Table 8 shows the analysis results. The individual (main) effect of GD (β= 

0.132, p < 0.05) for CSR is similar to what is shown for developed countries in Table 

5 but different from (opposite to) that for developing countries in Table 6. The results 

also show that the interaction effect of low-discretion slack and GD (β=–0.441, p < 

0.05) is similar to the former countries but different from the latter ones. It is also 

interesting to note that both high- and low-discretion slack resources do not have 

moderating effects on CSIR for all three samples (i.e., developed, developing and all 

countries) though signs of the all country sample are the same as those of the 

developed country sample but different from those of the developing country one. 
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Second, in line with prior studies (e.g., Flammer, 2017; Muller & Kräussl, 

2011; Wong, Ormiston, & Tetlock; 2011), I utilized seven dimensions to measure 

CSR and CSIR. The seven dimensions were community, corporate governance, 

diversity, employee relations, environment, human rights, and product (see Appendix 

1 for detailed descriptions). I measured the CSR variable by summing the number of 

strengths across the seven-dimensional CSR measures and the CSIR variable by 

summing the number of concerns also across the seven-dimensional measures of CSR. 

The results shown in Tables 8 and 9 were largely consistent with those in previous 

model specifications, suggesting that my models were not sensitive to the method of 

measuring CSR and CSIR. 

Furthermore, given that dominant regression methods only allow the cluster 

by only one variable, Petersen (2009) recommends using the two-way cluster method 

(i.e., cluster2 in STATA
1
) to consider multiple dimensions simultaneously (Cameron, 

Gelbach, & Miller, 2006). This method has several advantages in dealing with 

heteroscedasticity, autocorrelation, and the cross-sectional dependence of standard 

errors in panel analysis. The results shown in Tables 10 and 11 are generally 

                                                           
1
 The relevant STATA tutorial: 

“http://www.kellogg.northwestern.edu/faculty/petersen/htm/papers/se/se_programming.htm” . 

The link for downloading the cluster2 command: 

“http://www.kellogg.northwestern.edu/faculty/petersemysn/htm/papers/se/cluster2.ado”. 
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consistent with findings in previous models, indicating that my results are not 

sensitive to the cluster method used in my study.  

Finally, I employed regression analysis of the effects of GD on each 

CSR/CSIR dimension (i.e., environment, community, employee relations, diversity 

and product). As shown in Appendix 2 to Table 11, the results were highly consistent 

with what I previously found.  

Besides, I also conducted the regression analysis of the effects of CSR/CSIR 

on GD to consider the possibility of endogeneity issue. Since the relationship is 

insignificant between CSR/CSIR and GD in developed countries/developing countries. 

Thus, the reverse causality or the endogeneity issue is not serious in my models.  

 

8.5 Conclusion 

This chapter presents the results of this study, which support the prediction 

that when MNEs diversify into developed countries, a positive relationship exists 

between GD and CSR and a negative relationship between GD and CSIR. At the same 

time, when MNEs diversify into developing countries, a negative relationship exists 

between GD and CSIR. Besides, the results also show that low-discretion slack can 
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weaken the relationship between GD and CSR in developing countries. After that, I 

also conduct additional tests to ensure the robustness of my results.  
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Table 7. Regression Analysis of Geographic Diversification in Global Countries on CSR/CSIR 

 

 CSR CSIR 

 Model 1 Model 2 Model 3 Model 4 Model 5 Model 1 Model 2 Model 3 Model 4 Model 5 

Control variables           

Firm size
a
 0.418

***
 0.417

***
 0.422

***
 0.440

***
 0.447

***
 0.159

***
 0.159

***
 0.160

***
 0.160

***
 0.161

***
 

 (0.028) (0.028) (0.028) (0.028) (0.029) (0.018) (0.018) (0.018) (0.018) (0.019) 

Firm age 0.009
***

 0.009
***

 0.009
***

 0.009
***

 0.008
***

 0.010
***

 0.010
***

 0.010
***

 0.010
***

 0.010
***

 

 (0.002) (0.002) (0.002) (0.002) (0.002) (0.001) (0.001) (0.001) (0.001) (0.001) 

Firm performance 0.659
**

 0.655
**

 0.687
**

 0.567
*
 0.606

**
 -0.636

***
 -0.635

***
 -0.626

***
 -0.636

***
 -0.628

***
 

 (0.225) (0.225) (0.225) (0.224) (0.224) (0.145) (0.145) (0.146) (0.146) (0.146) 

Women director 

percentage 

3.668
***

 3.692
***

 3.721
***

 3.802
***

 3.838
***

 -2.438
***

 -2.447
***

 -2.433
***

 -2.440
***

 -2.424
***

 

 (0.381) (0.381) (0.381) (0.379) (0.380) (0.246) (0.246) (0.247) (0.247) (0.247) 

Director failed percentage 0.800 0.706 0.781 0.893 1.007 -0.130 -0.090 -0.084 -0.088 -0.082 

 (1.324) (1.324) (1.326) (1.316) (1.317) (0.855) (0.855) (0.857) (0.856) (0.857) 

Outside director percentage 0.337 0.374 0.348 0.386 0.356 0.080 0.064 0.052 0.061 0.049 

 (0.394) (0.395) (0.395) (0.392) (0.392) (0.255) (0.255) (0.255) (0.255) (0.255) 

R&D expenses 0.014
***

 0.014
***

 0.014
***

 0.013
***

 0.013
***

 -0.001 -0.001 -0.001 -0.001 -0.001 

 (0.001) (0.001) (0.001) (0.001) (0.001) (0.001) (0.001) (0.001) (0.001) (0.001) 

Independent variable           

Geographic Diversification  0.132
*
 0.155

*
 0.202

**
 0.228

**
  -0.056 -0.042 -0.048 -0.032 

(GD)  (0.067) (0.070) (0.074) (0.077)  (0.043) (0.045) (0.048) (0.050) 

Moderating effects           

High-discretion slack   -0.000  -0.000   0.000  0.000 

   (0.001)  (0.001)   (0.000)  (0.000) 

High-discretion slackXGD   -0.001  -0.001   -0.001  -0.001 

   (0.001)  (0.001)   (0.001)  (0.001) 

Low-discretion slack    -0.419
**

 -0.426
**

    0.016 0.020 
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    (0.152) (0.153)    (0.099) (0.099) 

Low-discretion slackXGD    -0.441
*
 -0.457

*
    -0.054 -0.066 

    (0.223) (0.223)    (0.145) (0.145) 

Industry fixed effects Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes 

Year fixed effects Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes 

Constant -3.636
***

 -3.716
***

 -3.716
***

 -3.856
***

 -3.863
***

 -0.600 -0.566 -0.563 -0.570 -0.567 

 (0.816) (0.816) (0.816) (0.811) (0.811) (0.527) (0.527) (0.528) (0.528) (0.528) 

R
2
 0.4224 0.4230 0.4239 0.4317 0.4329 0.1184 0.1187 0.1194 0.1188 0.1195 

△R
2
  0.0006* 0.0008 0.0087**

* 

0.0090**

* 

 0.0003 0.0007 0.0001 0.0001 

N 3357 3357 3357 3357 3357 3357 3357 3357 3357 3357 

Note:  
*
 p < 0.05, 

**
 p < 0.01, 

***
 p < 0.001   

a
 logarithm 
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Table 8. Regression Analysis of Geographic Diversification in Developed Countries/Developing Countries on CSR (Seven Dimensions 

measuring CSR) 

  CSR 

 Model1 Model2 Model3 Model4 Model5 Model6 Model7 Model8 Model9 

Control variables          

Firm size
a
 0.406

***
 0.407

***
 0.408

***
 0.408

***
 0.409

***
 0.438

***
 0.410

***
 0.436

***
 0.439

***
 

 (0.039) (0.039) (0.039) (0.039) (0.039) (0.039) (0.039) (0.039) (0.039) 

Firm age -0.001 -0.001 -0.001 -0.001 -0.001 -0.001 -0.001 -0.001 -0.001 

 (0.002) (0.002) (0.002) (0.002) (0.002) (0.002) (0.002) (0.002) (0.002) 

Firm performance 1.077
***

 1.152
***

 1.099
***

 1.173
***

 1.169
***

 1.077
***

 1.177
***

 1.071
***

 1.076
***

 

 (0.296) (0.293) (0.295) (0.293) (0.294) (0.292) (0.295) (0.291) (0.293) 

Women director percentage 5.080
***

 5.096
***

 5.100
***

 5.116
***

 5.093
***

 5.186
***

 5.128
***

 5.122
***

 5.103
***

 

 (0.470) (0.466) (0.470) (0.465) (0.467) (0.464) (0.466) (0.463) (0.466) 

Director failed percentage -1.789 -2.164 -1.772 -2.146 -2.081 -1.994 -2.164 -1.931 -1.857 

 (1.933) (1.915) (1.930) (1.912) (1.914) (1.900) (1.916) (1.897) (1.902) 

Outside director percentage -0.728 -0.646 -0.737 -0.656 -0.648 -0.660 -0.658 -0.607 -0.601 

 (0.507) (0.502) (0.506) (0.501) (0.501) (0.498) (0.501) (0.498) (0.498) 

R&D expenses 0.014
***

 0.013
***

 0.014
***

 0.013
***

 0.013
***

 0.013
***

 0.013
***

 0.013
***

 0.013
***

 

 (0.001) (0.001) (0.001) (0.001) (0.001) (0.001) (0.001) (0.001) (0.001) 

Independent variables          

GD into developed countries  0.589
***

  0.586
***

 0.555
***

 0.601
***

 0.587
***

 0.564
***

 0.544
***

 

  (0.106)  (0.106) (0.111) (0.118) (0.106) (0.106) (0.123) 

GD into developing countries   -0.327
*
 -0.320

*
 -0.320

*
 -0.312

*
 -0.299

*
 -0.516

**
 -0.507

**
 

   (0.138) (0.137) (0.137) (0.136) (0.147) (0.163) (0.174) 

Moderating effects          

High-discretion slack     -0.001  -0.000  -0.001 

     (0.001)  (0.001)  (0.001) 

High-discretion slackXGD into developed countries     0.002    0.002 
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     (0.002)    (0.002) 

Low-discretion slack      -0.697
*
  -0.978

***
 -0.938

**
 

      (0.282)  (0.190) (0.301) 

Low-discretion slackXGD into developed countries      -0.186   -0.111 

      (0.510)   (0.511) 

High-discretion slackXGD into developing countries       -0.001  -0.000 

       (0.002)  (0.002) 

Low-discretion slackXGD into developing countries        1.359
*
 1.366

*
 

        (0.611) (0.614) 

Firm fixed effects Yes Yes Yes Yes Yes Yes Yes Yes Yes 

Year fixed effects Yes Yes Yes Yes Yes Yes Yes Yes Yes 

Constant -3.506
**

 -3.855
**

 -3.301
*
 -3.653

**
 -3.662

**
 -3.740

**
 -3.684

**
 -3.660

**
 -3.698

**
 

  (1.333) (1.322) (1.334) (1.323) (1.324) (1.315) (1.325) (1.312) (1.316) 

Adj. R
2
 0.490 0.500 0.492 0.502 0.501 0.508 0.501 0.510 0.509 

N 1560 1560 1560 1560 1560 1560 1560 1560 1560 

Note: 
*
 p < 0.05, 

**
 p < 0.01, 

***
 p < 0.001   

a
 logarithm 
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Table 9. Regression Analysis of Geographic Diversification in Developed Countries/Developing Countries on CSIR (Seven Dimensions 

measuring CSIR) 

  CSIR 

 Model1 Model2 Model3 Model4 Model5 Model6 Model7 Model8 Model9 

Control variables          

Firm size
a
 0.101

**
 0.101

**
 0.100

**
 0.100

**
 0.104

**
 0.103

**
 0.103

**
 0.102

**
 0.108

**
 

 (0.036) (0.036) (0.036) (0.036) (0.036) (0.036) (0.036) (0.036) (0.037) 

Firm age 0.013
***

 0.013
***

 0.013
***

 0.013
***

 0.013
***

 0.013
***

 0.012
***

 0.013
***

 0.012
***

 

 (0.002) (0.002) (0.002) (0.002) (0.002) (0.002) (0.002) (0.002) (0.002) 

Firm performance -0.334 -0.336 -0.353 -0.355 -0.322 -0.365 -0.320 -0.366 -0.317 

 (0.272) (0.273) (0.272) (0.272) (0.274) (0.273) (0.274) (0.273) (0.274) 

Women director percentage -2.589
***

 -2.590
***

 -2.607
***

 -2.608
***

 -2.555
***

 -2.609
***

 -2.616
***

 -2.611
***

 -2.590
***

 

 (0.433) (0.433) (0.432) (0.432) (0.434) (0.434) (0.433) (0.434) (0.437) 

Director failed percentage 1.031 1.041 1.017 1.025 0.980 1.046 1.168 1.051 1.133 

 (1.779) (1.780) (1.776) (1.778) (1.779) (1.779) (1.779) (1.779) (1.782) 

Outside director percentage 0.468 0.466 0.476 0.475 0.457 0.476 0.468 0.482 0.466 

 (0.466) (0.466) (0.466) (0.466) (0.466) (0.466) (0.466) (0.467) (0.467) 

R&D expenses 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 

 (0.001) (0.001) (0.001) (0.001) (0.001) (0.001) (0.001) (0.001) (0.001) 

Independent variables          

GD into developed countries  -0.015  -0.013 0.028 0.003 -0.017 -0.016 0.034 

  (0.099)  (0.099) (0.103) (0.110) (0.099) (0.099) (0.116) 

GD into developing countries   0.285
*
 0.285

*
 0.288

*
 0.288

*
 0.210 0.255

+
 0.185 

   (0.127) (0.127) (0.127) (0.127) (0.137) (0.153) (0.163) 

Moderating effects          

High-discretion slack     0.001  -0.001  0.000 

     (0.001)  (0.001)  (0.001) 

High-discretion slackXGD into developed countries     -0.002    -0.002 
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     (0.002)    (0.002) 

Low-discretion slack      -0.010  -0.112 -0.058 

      (0.264)  (0.178) (0.282) 

Low-discretion slackXGD into developed countries      -0.161   -0.156 

      (0.477)   (0.479) 

High-discretion slackXGD into developing countries       0.003  0.003 

       (0.002)  (0.002) 

Low-discretion slackXGD into developing countries        0.206 0.229 

        (0.573) (0.575) 

Firm fixed effects Yes Yes Yes Yes Yes Yes Yes Yes Yes 

Year fixed effects Yes Yes Yes Yes Yes Yes Yes Yes Yes 

Constant -2.012 -2.003 -2.191
+
 -2.183

+
 -2.206

+
 -2.201

+
 -2.125

+
 -2.180

+
 -2.141

+
 

  (1.227) (1.229) (1.228) (1.230) (1.230) (1.231) (1.231) (1.231) (1.233) 

Adj. R
2
 0.147 0.146 0.149 0.148 0.149 0.147 0.149 0.147 0.148 

N 1560 1560 1560 1560 1560 1560 1560 1560 1560 

Note: 
*
 p < 0.05, 

**
 p < 0.01, 

***
 p < 0.001   

a
 logarithm 
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Table 10. Regression Analysis of Geographic Diversification in Developed Countries/Developing Countries on CSR (Cluster2 Regression 

Method) 

  CSR 

 Model1 Model2 Model3 Model4 Model5 Model6 Model7 Model8 Model9 

Control variables          

Firm size
a
 0.354

***
 0.377

***
 0.364

***
 0.385

***
 0.385

***
 0.426

***
 0.386

***
 0.424

***
 0.428

***
 

 (0.083) (0.082) (0.080) (0.080) (0.083) (0.087) (0.083) (0.088) (0.092) 

Firm age -0.001 -0.002 -0.001 -0.001 -0.001 -0.002 -0.001 -0.001 -0.001 

 (0.004) (0.004) (0.004) (0.004) (0.004) (0.004) (0.004) (0.004) (0.004) 

Firm performance 1.098
**

 1.174
**

 1.118
**

 1.189
***

 1.182
**

 1.070
**

 1.191
**

 1.071
**

 1.066
**

 

 (0.364) (0.358) (0.364) (0.359) (0.361) (0.350) (0.362) (0.348) (0.348) 

Women director percentage 4.513
***

 4.621
***

 4.558
***

 4.658
***

 4.631
***

 4.805
***

 4.666
***

 4.736
***

 4.704
***

 

 (0.652) (0.618) (0.650) (0.619) (0.620) (0.610) (0.635) (0.593) (0.605) 

Director failed percentage -1.007 -1.471 -0.981 -1.439 -1.389 -1.364 -1.458 -1.315 -1.264 

 (1.229) (1.466) (1.299) (1.525) (1.558) (1.633) (1.555) (1.623) (1.699) 

Outside director percentage -0.634 -0.506 -0.633 -0.507 -0.498 -0.516 -0.508 -0.442 -0.455 

 (0.659) (0.644) (0.641) (0.627) (0.633) (0.630) (0.630) (0.613) (0.628) 

R&D expenses 0.016
***

 0.015
***

 0.015
***

 0.014
***

 0.014
***

 0.013
***

 0.014
***

 0.013
***

 0.014
***

 

 (0.001) (0.001) (0.001) (0.001) (0.001) (0.001) (0.001) (0.001) (0.001) 

Independent variables          

GD into developed countries  0.650
***

  0.636
***

 0.603
***

 0.698
***

 0.637
***

 0.628
***

 0.645
***

 

  (0.147)  (0.147) (0.140) (0.150) (0.147) (0.145) (0.142) 

GD into developing countries   -0.357
+
 -0.306 -0.307 -0.275 -0.287 -0.450

*
 -0.430

*
 

   (0.195) (0.187) (0.187) (0.184) (0.175) (0.203) (0.179) 

Moderating effects          

High-discretion slack     -0.001  -0.000  -0.001 

     (0.001)  (0.001)  (0.001) 

High-discretion slackXGD into developed countries     0.002    0.002 
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     (0.002)    (0.002) 

Low-discretion slack      -0.615
**

  -1.019
***

 -0.821
**

 

      (0.231)  (0.264) (0.279) 

Low-discretion slackXGD into developed countries      -0.509   -0.436 

      (0.381)   (0.410) 

High-discretion slackXGD into developing countries       -0.001  -0.000 

       (0.002)  (0.002) 

Low-discretion slackXGD into developing countries        1.177
*
 1.151

*
 

        (0.521) (0.510) 

Firm fixed effects Yes Yes Yes Yes Yes Yes Yes Yes Yes 

Year fixed effects Yes Yes Yes Yes Yes Yes Yes Yes Yes 

Constant -3.103
***

 -3.541
***

 -2.949
***

 -3.399
***

 -3.409
***

 -3.699
***

 -3.432
***

 -3.645
***

 -3.712
***

 

  (0.812) (0.777) (0.846) (0.815) (0.837) (0.834) (0.834) (0.836) (0.844) 

Adj. R
2
 0.513 0.526 0.515 0.528 0.527 0.536 0.527 0.537 0.536 

N 1560 1560 1560 1560 1560 1560 1560 1560 1560 

Note: 
*
 p < 0.05, 

**
 p < 0.01, 

***
 p < 0.001   

a
 logarithm 

 

 

 

 

 

 



105 

 

Table 11. Regression Analysis of Geographic Diversification in Developed Countries/Developing Countries on CSIR (Cluster2 

Regression Method) 

  CSIR 

 Model1 Model2 Model3 Model4 Model5 Model6 Model7 Model8 Model9 

Control variables          

Firm size
a
 0.233

**
 0.229

**
 0.222

**
 0.219

**
 0.224

**
 0.221

**
 0.223

**
 0.220

**
 0.226

**
 

 (0.071) (0.072) (0.073) (0.075) (0.076) (0.076) (0.075) (0.075) (0.077) 

Firm age 0.013
**

 0.013
**

 0.012
**

 0.012
**

 0.012
**

 0.012
**

 0.012
**

 0.012
**

 0.012
*
 

 (0.005) (0.005) (0.005) (0.005) (0.005) (0.005) (0.005) (0.005) (0.005) 

Firm performance -0.566
*
 -0.579

*
 -0.588

*
 -0.598

*
 -0.561

*
 -0.602

*
 -0.566

*
 -0.600

*
 -0.550

*
 

 (0.257) (0.257) (0.261) (0.260) (0.260) (0.252) (0.262) (0.254) (0.249) 

Women director percentage -2.638
**

 -2.656
**

 -2.687
**

 -2.701
***

 -2.634
**

 -2.705
***

 -2.713
**

 -2.697
***

 -2.661
**

 

 (0.824) (0.817) (0.818) (0.813) (0.821) (0.813) (0.823) (0.813) (0.832) 

Director failed percentage 0.640 0.717 0.613 0.678 0.627 0.680 0.853 0.678 0.775 

 (0.788) (0.802) (0.854) (0.867) (0.894) (0.854) (0.833) (0.864) (0.833) 

Outside director percentage 0.713 0.692 0.712 0.694 0.668 0.687 0.679 0.694 0.654 

 (0.618) (0.626) (0.622) (0.631) (0.630) (0.634) (0.624) (0.635) (0.629) 

R&D expenses -0.002 -0.002 -0.002 -0.002 -0.002 -0.002 -0.002 -0.002 -0.002 

 (0.002) (0.002) (0.002) (0.002) (0.002) (0.002) (0.002) (0.002) (0.002) 

Independent variables          

GD into developed countries  -0.108  -0.090 -0.029 -0.071 -0.097 -0.090 -0.019 

  (0.168)  (0.172) (0.160) (0.181) (0.169) (0.172) (0.172) 

GD into developing countries   0.379 0.371 0.377 0.374 0.276 0.373 0.290 

   (0.252) (0.257) (0.258) (0.258) (0.217) (0.273) (0.223) 

Moderating effects          

High-discretion slack     0.001  -0.001  0.001 

     (0.001)  (0.001)  (0.001) 

High-discretion slackXGD into developed countries     -0.003
*
    -0.003

+
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     (0.001)    (0.002) 

Low-discretion slack      0.065  -0.013 0.055 

      (0.237)  (0.210) (0.252) 

Low-discretion slackXGD into developed countries      -0.173   -0.174 

      (0.400)   (0.410) 

High-discretion slackXGD into developing countries       0.004  0.004 

       (0.003)  (0.003) 

Low-discretion slackXGD into developing countries        -0.007 -0.001 

        (0.429) (0.409) 

Firm fixed effects Yes Yes Yes Yes Yes Yes Yes Yes Yes 

Year fixed effects Yes Yes Yes Yes Yes Yes Yes Yes Yes 

Constant -1.433 -1.360 -1.596
+
 -1.532 -1.562 -1.547 -1.448 -1.537 -1.477 

  (0.912) (0.953) (0.934) (0.983) (1.006) (0.985) (1.021) (0.985) (1.031) 

Adj. R
2
 0.186 0.186 0.190 0.190 0.191 0.189 0.191 0.189 0.191 

N 1560 1560 1560 1560 1560 1560 1560 1560 1560 

Note: 
*
 p < 0.05, 

**
 p < 0.01, 

***
 p < 0.001   

a
 logarithm 
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CHAPTER 9 

DISCUSSION AND CONCLUSION 

9.1 Introduction 

This chapter offers discussion and conclusion of the study. The first section 

introduces the whole chapter. The second section introduces a review of the research 

findings. The third section discusses the theoretical implications, while the fourth 

section discusses the practical implications. The fifth section presents the research 

strengths, while the sixth section points out the research limitations and directions for 

future research, and the final section concludes the research.  

 

9.2 Review of the Research Findings 

Examining how MNEs’ diversification into developed/developing countries 

affects their CSP, this study tests two competing theoretical approaches (i.e., 

institutional-transfer approach and institutional-void approach) based on institutional 

theory. In addition, this study also examines how MNEs’ slack resources influence the 

relationship between GD and CSP. It has revealed several important findings. 
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9.2.1 The Main Effect of GD on CSP 

The results suggest that both the theoretical approaches, as discussed above, can 

be valid, depending on whether the MNEs have mainly diversified into developed 

countries or developing countries. On the one hand, if a firm is mainly diversifying 

into or operating in developed countries, the institutional-transfer approach is valid. 

As my data show, a positive relationship exists between GD and CSR, and a negative 

relationship exists between GD and CSIR, which can be attributed to the process of 

institutional transfer among developed countries. On the other hand, if a firm is 

mainly diversifying or operating in developing countries, the institutional-void 

approach has high predictive validity. As my data suggest, the GD–CSR relationship 

in developing countries is negative, and the GD–CSIR relationship in developing 

countries is positive, which can be attributed to the fact that MNEs diversifying in 

developing countries mainly adapt to or take advantage of the institutional voids in 

their host countries.  

 

9.2.2 The Moderating Effects of Slack Resources  

Furthermore, the moderating effects of slack resources are also partially 

supported. Specifically, in developing countries, low-discretion slack weakens the 
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negative effect between GD and CSR. The results suggest that low-discretion slack 

has a significantly negative effect on the relationship between GD and CSR when 

MNEs diversify in developing countries. In other words, MNEs’ motivations to 

decrease CSR activities will be weakened when they diversify in developing countries. 

The results are consistent with the findings that compared with high-discretion slack, 

low-discretion slack resources are more similar to those sticky and difficult to 

redeploy and that have already been committed to and absorbed (e.g., Mishina, 

Pollock, & Porac, 2004; Sharfman et al., 1988; Singh, 1986). 

 

9.3 Theoretical Implications 

This study makes several theoretical contributions to the literature. First of all, 

this study contributes to the GD literature by focusing on CSP. This focus allows us to 

take a more nuanced view to examine the relationship between GD and CSP by 

distinguishing the institutional environments in developed countries from those in 

developing countries.  

Different from prior research (e.g., Strike et al., 2006) merely examining the 

relationship between GD and CSP as a whole, my study proposes a contingency 

approach by taking into account whether MNEs have mainly diversified into 
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developed countries or into developing countries. Results show that when MNEs 

diversify into developed countries, a positive GD–CSP relationship exists. Meanwhile, 

when MNEs diversify into developing countries, a negative GD–CSP relationship 

exists.  

Second, my study also enriches the institutional theory by testing the predictive 

validity of its two approaches on the GD–CSP relationship. Different from prior 

studies that have tested these two approaches separately, my study reconciles them 

into one research. I posit that on the one hand, if MNEs have mainly diversified into 

developed countries, the institutional-transfer approach should have high predictive 

validity. On the other hand, if MNEs have mainly diversified into developing 

countries, the institutional-void approach should prevail.  

Third, my study enriches the understanding of CSP research. Distinct from 

previous studies merely investigating one dimension of CSP (e.g., Kang, 2013), my 

study separates CSP into two dimensions, i.e., CSR and CSIR. Results suggest that 

when MNEs diversify into developed countries, there are a positive relationship 

between GD and CSR and a negative relationship between GD and CSIR. In contrast, 

when MNEs diversify into developing countries, there are a negative relationship 

between GD and CSR and a positive relationship between GD and CSIR.  
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Fourth, my study also reveals that different types of slack resources could affect 

the GD–CSR relationship in different ways. For instance, low-discretion slack can 

weaken the relationship between GD and CSR in developing countries. In contrast, 

the effects of high-discretion slack on the relationship between GD and CSR are not 

significant. One possible reason here is that although such slack is handy and easy to 

apply, it may be better used for other dimensions of firm performance rather than for 

CSP.  

 

9.4 Managerial Implications 

In addition to the above theoretical contributions, my study findings also have 

some practical implications for managers in their initial FDIs and/or reinvestments, 

government and stakeholders of MNEs.  

First, although many MNE managers may share similar feelings about the 

necessity and importance of CSP when they conduct intra- and interregional GD, they 

may not fully realize that the effects of GD on CSP can and will vary substantially 

with the countries into which the firms diversify. As suggested in the study, such 

differences can be attributed to those of institutional environment where MNEs 

diversify. Therefore, when formulating international diversification strategy, 
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managers should be aware of the institutional environments in which their firms 

diversify. Previous studies have suggested that maintaining high CSR levels enables a 

firm to obtain stakeholders’ support and achieve superior financial performance in the 

long run. In contrast, engaging in CSIR damages a firm’s reputation and has a 

detrimental consequence on firm performance. Thus, MNEs are suggested to engage 

more CSR and less CSIR through diversifying into developed countries rather than do 

so into developing countries.  

Second, for MNEs that have adopted a global GD strategy, they should pay 

attention to slack resources in their firms. My findings comply with prior research 

considering both the external (i.e., the institutional environment) and the internal 

(slack resources) into a firm’s CSP (Ferri, Oelze, Habisch, & Molteni, 2016). Since 

low-discretion slack could have a negative moderating role on the GD–CSP 

relationship in both developed and developing countries. Thus, MNEs ought to 

maintain an appropriate utility of low-discretion slack. They can also combine those 

slack resources with other types of resources such as social capital and human 

resources so as to carry out high CSR and low CSIR in developed countries.  

Third, this study also offers practical implications for MNEs’ governments. 

Although MNEs are located in developed countries with well-established standards, 

regulations, and laws, governments should be aware of the situation that MNEs may 
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take advantage of high institutional void in their operations. For instance, they can 

move their pollution-producing factories to these markets and provide poor working 

conditions to their host-country employees in these markets. These irresponsible 

behaviors could increase MNEs’ agency costs and satisfy their own interests at the 

expense of stakeholders around the world. I am not saying that the government should 

completely eradicate diversification into developing countries, but it had better to 

reinforce its supervision and control on this kind of diversification.  

Finally, my findings also have implications for stakeholders who demand that 

MNEs engage in ethical behavior. The results indicate that MNEs are likely to behave 

irresponsibly, even when their headquarters enjoy legitimacy in the eyes of various 

stakeholders. It is crucial, therefore, to go beyond the way MNEs behave in their 

home markets and determine their commitment to socially responsible behavior in 

host markets. 

 

9.5 Strengths of the Current Research 

This study has several strengths. First, it is theory driven. Drawing on the 

institutional theory, this study examines the relationship between GD and CSP. 
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Specifically, the institutional-transfer approach explains MNEs in developed countries, 

while the institutional-void approach accounts for those in developing countries.  

Second, compared with other empirical GD studies, this study consists of a large 

sample of panel data across sixteen years. Specifically, the sample size is 847 MNEs 

or 3,360 firm/year observations, and the data covers a long period (2000–2015) from 

the year when the data becomes available. The long period of my data can also 

generate a one-year lag between GD and CSP so as to rule out reverse causality.  

Third, this study covers international data. Specifically, this study classifies the 

whole countries into eight global market areas, with four markets in developed 

countries and the others in developing countries. Also, this study utilizes entropy 

measure to calculate GD. As indicated, this method “not only measures the extent to 

which a firm’s activities are spread across global market regions but also considers 

importance of each region to all market regions” (Qian et al., 2008: 203). 

Fourth, this study utilizes OLS regression models with year- and industry-fixed 

effects so as to exclude the effects of macroeconomic trends and unobservable time-

invariant industry characteristics. The fixed-effect regression model enables this study 

to fully deploy the panel structure of my data (Bettis, Gambardella, & Helfat, 2014). 

Then, this study also conducts Hausman’s (1978) specification tests to confirm 

whether to use fixed-effects models or random-effects ones to test the hypotheses.  
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Fifth, this study also conducts additional tests to ensure the robustness of results. 

These tests include combining two samples into a single sample, an alternative 

measure for CSP, a two-way cluster method, and each dimensional results of 

CSR/CSIR.  

 

9.6 Limitations and Future Research Directions  

In spite of the strengths mentioned above, this study still has several limitations 

that deserve specific mention. 

First, this study tests the relationship between GD and CSP. Although this study 

can measure GD into developed countries and into developing countries through 

classifying the whole world into eight market areas, this proxy cannot accurately 

capture the institutional environment in MNEs’ subsidiaries. Previous studies have 

suggested some factors that could represent national-level institutions (e.g., Ioannou 

& Serafeim, 2012). In particular, political (Porta et al., 2006), education, labor 

(Botero et al., 2004), and cultural systems (Hofstede, 2003) are shown to be on behalf 

of three institutional pillars. Hence, I encourage future research to use some indices of 

national-level institutions in host countries.  
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Second, although this study employs entropy measure to calculate GD 

considering both the number of regions in which a firm operates and the relative 

importance of each region to all market regions, it merely utilizes the data of regional 

market’s sales. Prior IB studies suggest that using the sales of each market cannot 

“control for intermediate goods exported from the home country and resold by 

subsidiaries” (Qian, Li, Li, & Qian, 2008: 203). Considering this, future research 

could replicate this measure using the number of subsidiaries in each regional market.  

Third, this study is limited to the data from U.S. MNEs. Although the United 

States is widely regarded as the largest and most important economy among 

developed countries, my result cannot escape the fundamental skewness derived from 

this scope of inquiry that may threaten the external validity of the research findings. 

Indeed, each developed country has its heterogeneities, such as institutional 

environment, political regime, and cultural setting, compared with others. Thus, 

taking a further nuanced insight into how my framework and theories work in other 

developed countries will be interesting. In addition, future research can further take a 

large step by investigating the question regarding how GD from developing countries 

into developed countries could affect CSP. In a similar vein, a cross-cultural 

comparative research in the international context may be an increasingly interesting 

research direction. 



117 

 

Finally, although this study considers the moderating role of slack resources on 

the relationship between GD and CSP, there can be other internal and external factors 

that could influence the GD–CSP relationship. For instance, previous empirical 

research has highlighted the importance of the executive’s role in decision-making 

processes that may influence the CSP level. Buchholtz et al. (1999) suggest that the 

CSP-investment decision is affected by managerial characteristics such as discretion 

and incentive structure (Deckop, Merriman, & Gupta, 2006). More explicitly, the 

stakeholder theory maintains that CSP is “managerial in nature” (Donaldson, 1999: 

238). For example, Deckop, Merriman, and Gupta (2006) find that a CEO with a 

short-term compensation is less likely to engage in CSP-related investment. Using the 

sample of S&P 1500 Index firms between 2001 and 2010, Tang, Qian, Chen, and 

Shen (2015) find a negative relationship between CEO hubris and firm social 

performance because of less dependence on stakeholders for resources. Further 

research could further consider some characteristics of executives in influencing the 

GD–CSP relationship. 

There are several other areas for future research. First, as an initial and 

comprehensive study toward GD on CSP, this study focuses on the institutional 

environment where MNEs diversify. By considering home countries as developed 
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countries, this research suggests a positive GD–CSR relationship and a negative GD–

CSIR relationship when MNEs diversify into developed countries. In a similar vein, it 

also shows a negative GD–CSR relationship and a positive GD–CSIR relationship 

when MNEs diversify into developing countries. Accordingly, future research could 

further consider the question concerning how a firm’s GD from developing countries 

into developed countries could influence its CSR and CSIR. Since developing 

countries are argued to have high levels of institutional void, can this diversification 

strategy help firms gain legitimacy in the eyes of global stakeholders and improve 

overall firm financial performance eventually? This approach would be interesting 

and needed to be better investigated and explored.  

Furthermore, this study utilizes the KLD database to measure CSR and CSIR. As 

suggested (KLD, 2010), the KLD database contains social ratings of companies along 

several dimensions, including community, diversity, employee relations, environment, 

product, corporate governance, human rights, and whether firms’ operations are 

correlated with alcohol, firearms, gambling, tobacco, nuclear power, and military 

contracting. Therefore, future studies could consider the diversification strategy on 

each dimension separately. In addition, some research has also classified the above 

dimensions into different categorizations, such as internal CSR and external CSR 
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(Farooq, Rupp, & Farooq, 2017), as well as discretionary CSR and essential CSR (Shi, 

2015). Thus, future studies could explore whether and how diversification strategy 

could influence different CSR categorizations.  

 

9.7 Conclusion 

Building on the two institutional theory approaches (i.e., institutional-transfer 

approach and institutional-void approach), I propose a contingency model predicting 

the different effects of GD on CSP by focusing on the institutional differences 

between developed and developing countries. My results show that both the 

institutional-transfer and institutional-void approaches are valid in predicting the 

relationship between GD and CSP. Specifically, the results show a positive 

relationship between GD and CSR when MNEs diversify into developed countries. 

On the contrary, I find a negative relationship between GD and CSR and a positive 

relationship between GD and CSIR when MNEs diversify into developing countries.  

Moreover, arguing that the institutional approaches should also consider the 

effects of internal firm resources, I also predict the moderating effects of firm slack 

resources. I select one of the common categorizations, which consider the slack in a 

continuum of managerial discretion, i.e., low- and high-discretion slack resources. 



120 

 

The results demonstrate that low-discretion slack could weaken the relationship 

between GD and CSR in developing countries.  

This study extends my understanding of the relationship between GD and CSP. It 

also provides evidence for the boundary condition of how internal slack resources 

influence the above relationship. According to the theoretical and practical 

implications discussed above, the study findings could provide evidence and 

implications for future research on the literature of international diversification 

strategy and CSP.  

 

 

 

 

 

 

 

 



121 

 

REFERENCES 

Adams, M., & Hardwick, P. (1998). An analysis of corporate donations: United 

Kingdom evidence. Journal of Management Studies, 35(5), 641-654. 

Armstrong, J. S. (1977). Social irresponsibility in management. Journal of Business 

Research, 5(3), 185-213. 

Balabanis, G., Phillips, H. C., & Lyall, J. (1998). Corporate social responsibility and 

economic performance in the top British companies: are they linked?. European 

Business Review, 98(1), 25-44. 

Balderjahn, I. (1988). Personality variables and environmental attitudes as predictors 

of ecologically responsible consumption patterns. Journal of Business 

Research, 17(1), 51-56. 

Bansal, P. (2005). Evolving sustainably: A longitudinal study of corporate sustainable 

development. Strategic Management Journal, 26(3), 197-218. 

Bansal, P., & Roth, K. (2000). Why companies go green: A model of ecological 

responsiveness. Academy of Management Journal, 43(4), 717-736. 



122 

 

Barnett, M. L., & Salomon, R. M. (2006). Beyond dichotomy: The curvilinear 

relationship between social responsibility and financial performance. Strategic 

Management Journal, 27(11), 1101-1122. 

Barney, J. (1991). Firm resources and sustained competitive advantage. Journal of 

Management, 17(1), 99-120. 

Bear, S., Rahman, N., & Post, C. (2010). The impact of board diversity and gender 

composition on corporate social responsibility and firm reputation. Journal of 

Business Ethics, 97(2), 207-221. 

Berger, P., & Luckmann, T. (1967). La construcción social. Xa Realidad. Buenos 

Aires. 

Bettis, R., Gambardella, A., Helfat, C., & Mitchell, W. (2014). Quantitative empirical 

analysis in strategic management. Strategic Management Journal,35(7), 949-953. 

Bhattacharya, C. B., & Sen, S. (2003). Consumer-company identification: A 

framework for understanding consumers’ relationships with companies. Journal 

of Marketing, 67(2), 76-88. 



123 

 

Borensztein, E., De Gregorio, J., & Lee, J. W. (1998). How does foreign direct 

investment affect economic growth?. Journal of International Economics, 45(1), 

115-135. 

Botero, J. C., Djankov, S., Porta, R. L., Lopez-de-Silanes, F., & Shleifer, A. (2004). 

The regulation of labor. The Quarterly Journal of Economics, 119(4), 1339-1382. 

Bourgeois, L. J., & Singh, J. V. (1983, August). Organizational Slack and Political 

Behavior Among Top Management Teams. Academy of Management         

Proceedings. 

Bowen, H. R. (1953). Social Responsibilities of the Businessman. New Work: New 

York University Press. 

Bradley, S. W., Wiklund, J., & Shepherd, D. A. (2011). Swinging a double-edged 

sword: The effect of slack on entrepreneurial management and growth. Journal 

of Business Venturing, 26(5), 537-554. 

Brammer, S., Jackson, G., & Matten, D. (2012). Corporate social responsibility and 

institutional theory: New perspectives on private governance. Socio-economic 

Review, 10(1), 3-28. 



124 

 

Brammer, S., & Millington, A. (2003). The effect of stakeholder preferences, 

organizational structure and industry type on corporate community 

involvement. Journal of Business Ethics, 45(3), 213-226. 

Brewer, H. L. (1981). Investor benefits from corporate international 

diversification. Journal of Financial and Quantitative Analysis, 16(01), 113-126. 

Briscoe, F., & Safford, S. (2008). The Nixon-in-China effect: Activism, imitation, and 

the institutionalization of contentious practices. Administrative Science 

Quarterly, 53(3), 460-491. 

Bromiley, P. (1991). Testing a causal model of corporate risk taking and 

performance. Academy of Management Journal, 34(1), 37-59. 

Bu, M., & Wagner, M. (2016). Racing to the bottom and racing to the top: The crucial 

role of firm characteristics in foreign direct investment choices. Journal of 

International Business Studies, 47(9), 1032-1057. 

Buchholtz, A. K., Amason, A. C., & Rutherford, M. A. (1999). Beyond resources: 

The mediating effect of top management discretion and values on corporate 

philanthropy. Business & Society, 38(2), 167-187. 



125 

 

Busenitz, L. W., Gomez, C., & Spencer, J. W. (2000). Country institutional profiles: 

Unlocking entrepreneurial phenomena. Academy of Management Journal, 43(5), 

994-1003. 

Cameron, A. C., Gelbach, J. B., & Miller, D. L. (2006). Assessed Date: Feb20, 

2012. Robust Inference with Multi-Way Clustering. NBER Technical Working 

paper, 327, 4-3. 

Campbell, J. L. (2007). Why would corporations behave in socially responsible ways? 

An institutional theory of corporate social responsibility. Academy of 

Management Review, 32(3), 946-967. 

Campbell, J. T., Eden, L., & Miller, S. R. (2012). Multinationals and corporate social 

responsibility in host countries: Does distance matter?. Journal of International 

Business Studies, 43(1), 84-106. 

Carroll, A. B. (1979). A three-dimensional conceptual model of corporate 

performance. Academy of Management Review, 4(4), 497-505. 

Carroll, A. B. (1999). Corporate social responsibility: Evolution of a definitional 

construct. Business & Society, 38(3), 268-295. 



126 

 

Carroll, A. B., & Shabana, K. M. (2010). The business case for corporate social 

responsibility: A review of concepts, research and practice. International journal 

of Management Reviews, 12(1), 85-105. 

Capar, N., & Kotabe, M. (2003). The relationship between international 

diversification and performance in service firms. Journal of International 

Business Studies, 34(4), 345-355. 

Chen, Y. N., Chen, H. M., Huang, W., & Ching, R. K. (2006). E-government 

strategies in developed and developing countries: An implementation framework 

and case study. Journal of Global Information Management, 14(1), 23. 

Choi, J., & Wang, H. (2009). Stakeholder relations and the persistence of corporate 

financial performance. Strategic Management Journal, 30(8): 895-907. 

Christmann, P. (2004). Multinational companies and the natural environment: 

Determinants of global environmental policy. Academy of Management 

Journal, 47(5), 747-760. 

Clarkson, M. E. (1995). A stakeholder framework for analyzing and evaluating 

corporate social performance. Academy of Management Review, 20(1), 92-117. 



127 

 

Copeland, B. R., & Taylor, M. S. (2004). Trade, growth, and the 

environment. Journal of Economic Literature, 42(1), 7-71. 

Cyert, R. M., & March, J. G. (1956). Organizational factors in the theory of 

oligopoly. The Quarterly Journal of Economics, 44-64. 

Cyert, R. M., & March, J. G. (1963). A behavioral theory of the firm. Englewood 

Cliffs, NJ, 2, 169-187. 

Deckop, J. R., Merriman, K. K., & Gupta, S. (2006). The effects of CEO pay structure 

on corporate social performance. Journal of Management, 32(3), 329-342. 

Deephouse, D. L. (1996). Does isomorphism legitimate?. Academy of Management 

Journal, 39(4), 1024-1039. 

DeGeorge, R. (1993). Competing with integrity in international business. New York: 

Oxford University Press. 

Dheer, R.J., Lenartowicz, T. & Peterson, M. F. (2015). Mapping India’s regional 

subcultures: Implications for international management. Journal of International 

Business Studies, 46(4), 443-467. 



128 

 

DiMaggio, P., & Powell, W. W. (1983). The iron cage revisited: Collective rationality 

and institutional isomorphism in organizational fields. American Sociological 

Review, 48(2), 147-160. 

Dobbin, F. (1994). Forging industrial policy: The United States, Britain, and France 

in the railway age. Cambridge university press. 

Donaldson, T. (1996). Values in tension: Ethics away from home. 

Donaldson, T. (1999). Making stakeholder theory whole. Academy of Management 

Review, 24(2), 237-241. 

Donaldson, T., & Dunfee, T. W. (1999). Ties that bind: A social contracts approach to 

business ethics. 

Dore, R. (1983). Goodwill and the spirit of market capitalism. The British Journal of 

Sociology, 34(4), 459-482. 

Dore, R. P. (2000). Stock market capitalism: Welfare capitalism: Japan and Germany 

versus the Anglo-Saxons. Oxford University Press on Demand. 

El Ghoul, S., Guedhami, O., & Kim, Y. (2017). Country-level institutions, firm value, 

and the role of corporate social responsibility initiatives. Journal of International 

Business Studies, 48(3), 360-385.  



129 

 

Fama, E. F. (1980). Agency Problems and the Theory of the Firm. Journal of Political 

Economy, 88(2), 288-307. 

Farooq, O., Rupp, D. E., & Farooq, M. (2017). The multiple pathways through which 

internal and external corporate social responsibility influence organizational 

identification and multifoci outcomes: The moderating role of cultural and social 

orientations. Academy of Management Journal, 60(3), 954-985. 

Ferri, L. M., Oelze, N., Habisch, A., & Molteni, M. (2016). Implementation of 

responsible procurement management: an institutional perspective. Business 

Strategy and the Environment, 25(4), 261-276. 

Finkelstein, S., & Hambrick, D. C. (1990). Top-management-team tenure and 

organizational outcomes: The moderating role of managerial 

discretion. Administrative Science Quarterly, 484-503. 

Flammer, C. (2017). Competing for government procurement contracts: the role of 

corporate social responsibility. Strategic Management Journal. DOI: 

10.1002/smj.2767. 



130 

 

Fombrun, C. J., Gardberg, N. A., & Barnett, M. L. (2000). Opportunity platforms and 

safety nets: Corporate citizenship and reputational risk. Business and society 

review, 105(1), 85-106. 

Friedman, M. (1970). A theoretical framework for monetary analysis. journal of 

Political Economy, 78(2), 193-238. 

George, G. (2005). Slack resources and the performance of privately held 

firms. Academy of Management Journal, 48(4), 661-676. 

Geringer, J. M., Beamish, P. W., & DaCosta, R. C. (1989). Diversification strategy 

and internationalization: Implications for MNE performance. Strategic 

Management Journal, 10(2), 109-119. 

Geringer, J. M., Tallman, S., & Olsen, D. M. (2000). Product and international 

diversification among Japanese multinational firms. Strategic Management 

Journal, 51-80. 

Ghemawat, P. (2007). Redefining global strategy. Boston: Harvard Business School 

Publishing, 40-64. 

Ghoshal, S. (1987). Global strategy: An organizing framework. Strategic 

Management Journal, 8(5), 425-440. 



131 

 

Gjølberg, M. (2009). The origin of corporate social responsibility: global forces or 

national legacies?. Socio-economic Review, 7(4), 605-637. 

Godfrey, P. C., Merrill, C. B., & Hansen, J. M. (2009). The relationship between 

corporate social responsibility and shareholder value: An empirical test of the 

risk management hypothesis. Strategic Management Journal, 30(4), 425-445. 

Gomez, E. T., & Jomo, K. S. (1999). Malaysia's political economy: Politics, 

patronage and profits. CUP Archive. 

Grant, R. M. (1999). The resource-based theory of competitive advantage: 

implications for strategy formulation. Knowledge and Strategy, 3-23. 

Greening, D. W., & Turban, D. B. (2000). Corporate social performance as a 

competitive advantage in attracting a quality workforce. Business & 

Society, 39(3), 254-280. 

Greve, H. R. (2003). Organizational learning from performance feedback: A 

behavioral perspective on innovation and change. Cambridge University Press. 

Griffin, J. J., & Mahon, J. F. (1997). The corporate social performance and corporate 

financial performance debate: Twenty-five years of incomparable 

research. Business & Society, 36(1), 5-31. 



132 

 

Hamilton, J. B., & Knouse, S. B. (2001). Multinational enterprise decision principles 

for dealing with cross cultural ethical conflicts. Journal of Business Ethics, 31(1), 

77-94. 

Hausman, J. A. (1978). Specification tests in econometrics. Econometrica, 46(6): 

1251-1271. 

Hillman, A. J., & Keim, G. D. (2001). Shareholder value, stakeholder management, 

and social issues: what's the bottom line?. Strategic Management Journal, 125-

139. 

Hitt, M. A., Hoskisson, R. E., & Ireland, R. D. (1994). A mid-range theory of the 

interactive effects of international and product diversification on innovation and 

performance. Journal of Management, 20(2), 297-326. 

Hitt, M. A., Hoskisson, R. E., & Kim, H. (1997). International diversification: Effects 

on innovation and firm performance in product-diversified firms. Academy of 

Management Journal, 40(4): 767-798. 

Hocevar, S. P., & Bhambri, A. (1989). Corporate social performance: A model of 

assessment criteria. Research in Corporate Social Performance and Policy, 11, 1-

20. 



133 

 

Hofstede, G. (2003). Culture's consequences: Comparing values, behaviors, 

institutions and organizations across nations. Sage publications. 

Hoskisson, R. E., Eden, L., Lau, C. M., & Wright, M. (2000). Strategy in emerging 

economies. Academy of Management Journal, 43(3), 249-267. 

Hoskisson, R. E., Kim, H., White, R. E., & Tihanyi, L. (2004). A framework for 

understanding international diversification by business groups from emerging 

economies. In " Theories of the Multinational Enterprise: Diversity, Complexity 

and Relevance" (pp. 137-163). Emerald Group Publishing Limited. 

Husted, B. W., Jamali, D., & Saffar, W. (2015). Near and dear? The role of location in 

CSR engagement. Strategic Management Journal, 37(10), 2050-2070. 

Husted, B. W., Montiel, I., & Christmann, P. (2016). Effects of local legitimacy on 

certification decisions to global and national CSR standards by multinational 

subsidiaries and domestic firms. Journal of International Business Studies, 47(3), 

382-397. 

Hymer, S. (1960). On multinational corporations and foreign direct investment. The 

Theory of Transnational Corporations. London: Routledge for the United 

Nations. 



134 

 

Ioannou, I., & Serafeim, G. (2012). What drives corporate social performance? The 

role of nation-level institutions. Journal of International Business Studies, 43(9), 

834-864. 

Jackson, G., & Apostolakou, A. (2010). Corporate social responsibility in Western 

Europe: an institutional mirror or substitute?. Journal of Business Ethics, 94(3), 

371-394. 

Jensen, M. C. (2002). Value maximization, stakeholder theory, and the corporate 

objective function. Business Ethics Quarterly, 235-256. 

Jensen, M. C. (1986). Agency costs of free cash flow, corporate finance, and 

takeovers. The American Economic Review, 76(2), 323-329. 

Jensen, M. C., & Meckling, W. H. (1976). Theory of the firm: Managerial behavior, 

agency costs and ownership structure. Journal of Financial Economics, 3(4), 

305-360. 

Jo, H., & Harjoto, M. A. (2011). Corporate governance and firm value: The impact of 

corporate social responsibility. Journal of Business Ethics, 103(3), 351-383. 



135 

 

Jones, B., Bowd, R., & Tench, R. (2009). Corporate irresponsibility and corporate 

social responsibility: competing realities. Social Responsibility Journal, 5(3), 

300-310. 

Jones Christensen, L., Mackey, A., & Whetten, D. (2014). Taking responsibility for 

corporate social responsibility: The role of leaders in creating, implementing, 

sustaining, or avoiding socially responsible firm behaviors. Academy of 

Management Perspectives, 28(2), 164-178. 

Julian, S. D., & Ofori‐dankwa, J. C. (2013). Financial resource availability and 

corporate social responsibility expenditures in a sub‐Saharan economy: The 

institutional difference hypothesis. Strategic Management Journal, 34(11), 1314-

1330. 

Kacperczyk, A. (2009). With greater power comes greater responsibility? Takeover 

protection and corporate attention to stakeholders. Strategic Management 

Journal, 30(3), 261-285. 

Kang, C., Germann, F., & Grewal, R. (2016). Washing away your sins? Corporate 

social responsibility, corporate social irresponsibility, and firm 

performance. Journal of Marketing, 80(2), 59-79. 



136 

 

Kang, J. (2013). The relationship between corporate diversification and corporate 

social performance. Strategic Management Journal, 34(1), 94-109. 

Kaplan, R. S., & Norton, D. P. (1996). Linking the balanced scorecard to 

strategy. California Management Review, 39(1), 53-79. 

Karmen, A. A. (1981). Auto theft and corporate irresponsibility. Contemporary 

Crises, 5(1), 63-81. 

Khanna, T., & Palepu, K. (1997). Why focused strategies may be wrong for emerging 

markets. Harvard Business Review,75(4), 41-48. 

Kim, C.W., Hwang, P., & Burgers, W. P. (1989). Global diversification strategy and 

corporate profit performance. Strategic Management Journal, 10(1): 45-57. 

Kim, H., Hoskisson, R. E., & Lee, S. H. (2015). Why strategic factor markets 

matter:“New” multinationals' GD and firm profitability. Strategic Management 

Journal, 36(4), 518-536. 

Kim, W. C., Hwang, P., & Burgers, W. P. (1993). Multinationals' diversification and 

the risk‐return trade‐off. Strategic Management Journal,14(4), 275-286. 

KLD (2010). How to use KLD stats & ESG ratings definitions. RiskMetrics: Boston, 

MA 



137 

 

Koh, P. S., Qian, C., & Wang, H. (2014). Firm litigation risk and the insurance value 

of corporate social performance. Strategic Management Journal, 35(10), 1464-

1482. 

Kostova, T. (1997, August). Country institutional profiles: Concept and measurement. 

In Academy of management proceedings (Vol. 1997, No. 1, pp. 180-184). 

Briarcliff Manor, NY 10510: Academy of Management. 

Kostova, T. (1999). Transnational transfer of strategic organizational practices: A 

contextual perspective. Academy of Management Review, 24(2), 308-324. 

Kostova, T., & Zaheer, S. (1999). Organizational legitimacy under conditions of 

complexity: The case of the multinational enterprise. Academy of Management 

Review, 24(1), 64-81. 

Kotchen, M. J., & Moon, J. J. (2011). Corporate social responsibility for 

irresponsibility (No. w17254). Cambridge, MA: National Bureau of Economic 

Research. 

Kuppuswamy, V., Serafeim, G., & Villalonga, B. (2014). The effect of institutional 

factors on the value of corporate diversification. Finance and Strategy, 37-68.  



138 

 

Lamin, A., & Zaheer, S. (2012). Wall Street vs. Main Street: Firm strategies for 

defending legitimacy and their impact on different stakeholders. Organization 

Science, 23(1), 47-66. 

Lange, D., & Washburn, N. T. (2012). Understanding attributions of corporate social 

irresponsibility. Academy of Management Review, 37(2), 300-326. 

Langlois, C. C., & Schlegelmilch, B. B. (1990). Do corporate codes of ethics reflect 

national character? Evidence from Europe and the United States.Journal of 

International Business Studies, 21(4), 519-539. 

Lecuona, J. R., & Reitzig, M. (2014). Knowledge worth having in ‘excess’: The value 

of tacit and firm‐specific human resource slack. Strategic Management 

Journal, 35(7), 954-973. 

Lev, B., Petrovits, C., & Radhakrishnan, S. (2010). Is doing good good for you? How 

corporate charitable contributions enhance revenue growth. Strategic 

Management Journal,31(2), 182-200. 

Levy, H., & Sarnat, M. (1970). International diversification of investment 

portfolios. The American Economic Review, 60(4), 668-675. 



139 

 

Litschert, R. J., & Bonham, T. W. (1978). A conceptual model of strategy 

formation. Academy of Management Review, 3(2), 211-219. 

Love, E. G., & Nohria, N. (2005). Reducing slack: The performance consequences of 

downsizing by large industrial firms, 1977-93. Strategic Management Journal, 

26, 1087-1108 

Lovett, S., Simmons, L. C., & Kali, R. (1999). Guanxi versus the market: Ethics and 

efficiency. Journal of International Business Studies, 30(2), 231-247. 

Low, P., & Yeats, A. (1992). Do" dirty" industries migrate?. World Bank Discussion 

Papers[WORLD BANK DISCUSSION PAPER.]. 1992. 

Lu, J. W., & Beamish, P. W. (2004). International diversification and firm 

performance: The S-curve hypothesis. Academy of Management Journal,47(4), 

598-609. 

Lucas, R. E., Wheeler, D., & Hettige, H. (1992). Economic Development, 

Environmental Regulation, and the International Migration of Toxic Industrial 

Pollution, 1960-88 (Vol. 1062). World Bank Publications. 



140 

 

Lungeanu, R., Stern, I., & Zajac, E. J. (2015). When do firms change technology‐

sourcing vehicles? The role of poor innovative performance and financial 

slack. Strategic Management Journal. 

Luo, X. R., Wang, D., & Zhang, J. (2017). Whose call to answer: Institutional 

complexity and firms’ CSR reporting. Academy of Management Journal,60(1), 

321-344. 

Mackey, A., Mackey, T. B., & Barney, J. B. (2007). Corporate social responsibility 

and firm performance: Investor preferences and corporate strategies. Academy of 

Management Review, 32(3), 817-835. 

Marano, V., Tashman, P., & Kostova, T. (2017). Escaping the iron cage: Liabilities of 

origin and CSR reporting of emerging market multinational enterprises. Journal 

of International Business Studies, 48(3), 386-408.  

Marquis, C., & Qian, C. (2013). Corporate social responsibility reporting in China: 

Symbol or substance?. Organization Science, 25(1), 127-148. 

Masulis, R. W., & Reza, S. W. (2014). Agency problems of corporate 

philanthropy. The Review of Financial Studies,28(2), 592-636. 



141 

 

Matten, D., & Moon, J. (2008). “Implicit” and “explicit” CSR: A conceptual 

framework for a comparative understanding of corporate social 

responsibility. Academy of Management Review, 33(2), 404-424. 

McGuire, J. B., Sundgren, A., & Schneeweis, T. (1988). Corporate social 

responsibility and firm financial performance.Academy of Management 

Journal, 31(4), 854-872. 

McMahon, T. F. (1999). From social irresponsibility to social responsiveness: The 

Chrysler/Kenosha plant closing. Journal of Business Ethics, 20(2), 101-111. 

McWilliams, A., & Siegel, D. (2000). Corporate social responsibility and financial 

performance. Strategic Management Journal, 21(5), 603-609. 

Meyer, J. W., & Rowan, B. (1977). Institutionalized organizations: Formal structure 

as myth and ceremony. American Journal of Sociology, 83(2), 340-363. 

Meyer, J. W., & Scott, W. R. (1983). Centralization and the legitimacy problems of 

local government. Organizational Environments: Ritual and Eationality, 199, 

215. 



142 

 

Meyer, K. E., Estrin, S., Bhaumik, S. K., & Peng, M. W. (2009). Institutions, 

resources, and entry strategies in emerging economies. Strategic Management 

Journal, 30(1), 61-80. 

Min Foo, L. (2007). Stakeholder engagement in emerging economies: considering the 

strategic benefits of stakeholder management in a cross-cultural and geopolitical 

context. Corporate Governance: The International Journal of Business in 

Society, 7(4), 379-387. 

Mishina, Y., Pollock, T. G., & Porac, J. F. (2004). Are more resources always better 

for growth? Resource stickiness in market and product expansion. Strategic 

Management Journal, 25(12), 1179-1197. 

Muller, A., & Kräussl, R. (2011). Doing good deeds in times of need: A strategic 

perspective on corporate disaster donations. Strategic Management 

Journal, 32(9), 911-929. 

Nohria, N., & Gulati, R. (1996). Is slack good or bad for innovation?.Academy of 

Management Journal, 39(5), 1245-1264. 

North, D. C. (1990). Institutions, Institutional Change and Economic Performance. 

Cambridge University Press. 



143 

 

O'brien, J. P. (2003). The capital structure implications of pursuing a strategy of 

innovation. Strategic Management Journal, 24(5), 415-431. 

Ogden, S., & Watson, R. (1999). Corporate performance and stakeholder management: 

Balancing shareholder and customer interests in the UK privatized water 

industry.Academy of Management Journal, 42(5), 526-538. 

Oikonomou, I., Brooks, C., & Pavelin, S. (2012). The impact of corporate social 

performance on financial risk and utility: A longitudinal analysis. Financial 

Management, 41(2), 483-515. 

Oliver, C. (1991). Strategic responses to institutional processes. Academy of 

Management Review, 16(1), 145-179. 

Oliver, C. (1997). Sustainable competitive advantage: Combining institutional and 

resource-based views. Strategic Management Journal, 697-713. 

Olsen, J. P. (1972). Public Policy‐Making and Theories of Organizational 

Choice. Scandinavian Political Studies, 7(A7), 45-62. 

Orlitzky, M., Schmidt, F. L., & Rynes, S. L. (2003). Corporate social and financial 

performance: A meta-analysis. Organization studies, 24(3), 403-441. 



144 

 

Pacheco, D. F., & Dean, T. J. (2015). Firm responses to social movement pressures: A 

competitive dynamics perspective. Strategic Management Journal, 36(7), 1093-

1104. 

Padgett, R. C., & Galan, J. I. (2010). The effect of R&D intensity on corporate social 

responsibility. Journal of Business Ethics, 93(3), 407-418. 

Petersen, M. A. (2009). Estimating standard errors in finance panel data sets: 

Comparing approaches. The Review of Financial Studies, 22(1), 435-480. 

Petrenko, O. V., Aime, F., Ridge, J., & Hill, A. (2016). Corporate social responsibility 

or CEO narcissism? CSR motivations and organizational performance. Strategic 

Management Journal, 37(2), 262-279. 

Porta, R., Lopez‐de‐Silanes, F., & Shleifer, A. (2006). What works in securities 

laws?. The Journal of Finance,61(1), 1-32. 

Qian, G., Khoury, T. A., Peng, M. W., & Qian, Z. (2010). The performance 

implications of intra‐and inter‐regional GD. Strategic Management 

Journal, 31(9), 1018-1030. 

Qian, G., Li, L., Li, J., & Qian, Z. (2008). Regional diversification and firm 

performance. Journal of International Business Studies, 39(2), 197-214. 



145 

 

Qian, G., Li, L., & Rugman, A. M. (2013). Liability of country foreignness and 

liability of regional foreignness: Their effects on GD and firm 

performance. Journal of International Business Studies, 44(6), 635-647. 

Rathert, N. (2016). Strategies of legitimation: MNEs and the adoption of CSR in 

response to host-country institutions. Journal of International Business 

Studies, 47(7): 858-879. 

Roberts, D., & Bernstein, A. (2000). ``A Life of Fines and Beating''. Business Week, 

(3701), 122-122. 

Roberts, R. W. (1992). Determinants of corporate social responsibility disclosure: An 

application of stakeholder theory. Accounting, Organizations and Society, 17(6), 

595-612. 

Rugman, A. M. (1979). International Diversification and the Multinational 

Enterprise. United States.  

Rugman, A. M. (2005). The Regional Multinationals: MNEs and Global Strategic 

Management. Cambridge University Press. 

Ryan, T. P. (1997). Modern Regression Methods. New York, NY: Wiley. 



146 

 

Saiia, D. H., Carroll, A. B., & Buchholtz, A. K. (2003). Philanthropy as strategy: 

When corporate charity “begins at home”. Business & Society, 42(2), 169-201. 

Schlegelmilch, B. B. (1994). Green, ethical and charitable: Another marketing ploy or 

a new marketing era. In M. J. Baker (Ed.), Perspectives on Marketing 

Management, 4, 55–71. 

Schutz, A. (1962). Concept and theory formation in the social sciences. In Collected 

Papers I (pp. 48-66). Springer, Dordrecht. 

Scott, W. R. (1987). The adolescence of institutional theory. Administrative Science 

Quarterly, 493-511. 

Scott, W. R. (1995). Institutions and organizations. Foundations for organizational 

science. London: A Sage Publication Series. 

Scott, W. R. (2008). Approaching adulthood: the maturing of institutional 

theory. Theory and Society, 37(5), 427. 

Selznick, P. (1957). Leadership in administration: A sociological interpretation. 

Berkeley. Cal. 



147 

 

Sen, S., & Bhattacharya, C. B. (2001). Does doing good always lead to doing better? 

Consumer reactions to corporate social responsibility. Journal of Marketing 

Research, 38(2), 225-243. 

Sharfman, M. P., Wolf, G., Chase, R. B., & Tansik, D. A. (1988). Antecedents of 

organizational slack. Academy of Management Review, 13(4), 601-614. 

Shi, W. (2015). Corporate Social Performance and CEO Dismissal: An Empirical 

Investigation. Academy of Management Proceedings. Academy of Management 

Briarcliff Manor, NY 10510. 

Singh, J. V. (1986). Performance, slack, and risk taking in organizational decision 

making. Academy of Management Journal, 29(3), 562-585. 

Stats, K. L. D. (2003). How to Use KLD Stats and ESG Ratings 

Definitions. RiskMetrics Group. Available online: http://cdnete. lib. ncku. edu. 

tw/93cdnet/english/lib/Getting_Started_With_KLD_STATS. pdf (accessed on 31 

December 2017). 

Strike, V. M., Gao, J., & Bansal, P. (2006). Being good while being bad: Social 

responsibility and the international diversification of US firms. Journal of 

International Business Studies, 37(6), 850-862. 



148 

 

Sullivan, A., & Sheffrin, S. M. (2003). Economics: Principles in action. Upper Saddle 

River, New Jersey 07458: Pearson Prentice Hall. 

Surroca, J., Tribó, J. A., & Zahra, S. A. (2013). Stakeholder pressure on MNEs and 

the transfer of socially irresponsible practices to subsidiaries. Academy of 

Management Journal, 56(2), 549-572. 

Tallman, S., & Li, J. (1996). Effects of international diversity and product diversity on 

the performance of multinational firms. Academy of Management Journal, 39(1), 

179-196. 

Tan, J. (2009). Institutional structure and firm social performance in transitional 

economies: Evidence of multinational corporations in China. Journal of Business 

Ethics, 86, 171-189. 

Tan, J., & Peng, M. W. (2003). Organizational slack and firm performance during 

economic transitions: Two studies from an emerging economy. Strategic 

Management Journal, 24(13), 1249-1263. 

Tang, Y., Mack, D. Z., & Chen, G. The Differential Effects of CEO Narcissism and 

Hubris on Corporate Social Responsibility. Strategic Management Journal. DOI: 

10.1002/smj.2761. 



149 

 

Tang, Y., Qian, C., Chen, G., & Shen, R. (2015). How CEO hubris affects corporate 

social (ir) responsibility. Strategic Management Journal, 36(9): 1338-1357. 

Turban, D. B., & Greening, D. W. (1996). Corporate social performance and 

organizational attractiveness to prospective employees. Academy of Management 

Journal, 40(3): 658-672. 

Vachani, S. (1991). Distinguishing between related and unrelated international 

geographic diversification: A comprehensive measure of global 

diversification. Journal of International Business Studies, 22(2), 307-322. 

Vanacker, T., Collewaert, V., & Zahra, S. A. (2016). Slack resources, firm 

performance, and the institutional context: Evidence from privately held 

European firms. Strategic Management Journal. 

Vernon, R. (1966). International investment and international trade in the product 

cycle. The Quarterly Journal of Economics, 190-207. 

Voss, G. B., Sirdeshmukh, D., & Voss, Z. G. (2008). The effects of slack resources 

and environmentalthreat on product exploration and exploitation.Academy of 

Management Journal, 51(1), 147-164. 

Waddock, S. A., & Graves, S. B. (1997). The corporate social performance-financial 

performance link. Strategic Management Journal, 303-319. 



150 

 

Wagner, T., Bicen, P., & Hall, Z. R. (2008). The dark side of retailing: towards a scale 

of corporate social irresponsibility.International Journal of Retail & Distribution 

Management,36(2), 124-142. 

Wan, W. P., & Yiu, D. W. (2009). From crisis to opportunity: Environmental jolt, 

corporate acquisitions, and firm performance. Strategic Management 

Journal, 30(7), 791-801. 

Wang, H., & Qian, C. (2011). Corporate philanthropy and corporate financial 

performance: The roles of stakeholder response and political access. Academy of 

Management Journal, 54(6), 1159-1181. 

Wartick, S. L., & Cochran, P. L. (1985). The evolution of the corporate social 

performance model. Academy of Management Review, 10(4), 758-769. 

Westney, D. E., & Zaheer, S. (2001). The multinational enterprise as an 

organization. The Oxford Handbook of International Business, 1, 101-124. 

Wiersema, M. F., & Bowen, H. P. (2008). Corporate diversification: The impact of 

foreign competition, industry globalization, and product diversification. Strategic 

Management Journal, 29(2), 115-132. 



151 

 

Williams, G., & Zinkin, J. (2008). The effect of culture on consumers' willingness to 

punish irresponsible corporate behaviour: applying Hofstede's typology to the 

punishment aspect of corporate social responsibility. Business Ethics: A 

European Review, 17(2), 210-226. 

Wolf, B. M. (1977). Industrial diversification and internationalization: some empirical 

evidence. The Journal of Industrial Economics, 177-191. 

Wong, E. M., Ormiston, M. E., & Tetlock, P. E. (2011). The effects of top 

management team integrative complexity and decentralized decision making on 

corporate social performance. Academy of Management Journal, 54(6), 1207-

1228. 

Wood, D. J. (1991). Corporate social performance revisited. Academy of Management 

Review, 16(4), 691-718. 

Xu, E., Yang, H., Quan, J. M., & Lu, Y. (2015). Organizational slack and corporate 

social performance: Empirical evidence from China’s public firms.Asia Pacific 

Journal of Management, 32(1), 181-198. 



152 

 

Young, S. L., & Makhija, M. V. (2014). Firms’ corporate social responsibility 

behavior: An integration of institutional and profit maximization 

approaches.Journal of International Business Studies, 45(6), 670-698. 

Zhang, J. & Luo, X.R., (2013). Dared to care: Organizational vulnerability, 

institutional logics, and MNCs’ social responsiveness in emerging 

markets. Organization Science, 24(6), 1742-1764. 

Zhang, J. Q., Zhu, H., & Ding, H. B. (2013). Board composition and corporate social 

responsibility: An empirical investigation in the post Sarbanes-Oxley 

era. Journal of Business Ethics, 114(3), 381-392. 

Zhao, M., Park, S.H. & Zhou, N., (2014). MNC strategy and social adaptation in 

emerging markets. Journal of International Business Studies, 45(7), 842-861. 

 



153 

 

Appendix 1 The Description of CSP’s Major Dimensions
2
 

Community 

Community 

Strengths Description 

Charitable Giving “The company has consistently given over 

1.5% of trailing three-year net earnings before 

taxes (NEBT) to charity, or has otherwise been 

notably generous in its giving”. 

Innovative Giving “The company has a notably innovative giving 

program that supports nonprofit organizations, 

particularly those promoting self-sufficiency 

among the economically disadvantaged. 

Companies that permit nontraditional federated 

charitable giving drives in the workplace are 

often noted in this section as well”. 

Non-US Charitable Giving “The company has made a substantial effort to 

make charitable contributions abroad, as well as 

in the U.S. To qualify, a company must make at 

least 20% of its giving, or have taken notably 

innovative initiatives in its giving program, 

                                                           
2
 All the detailed information of each dimension could be obtained from Stats (2003:5-13 ). 



154 

 

outside the U.S”. 

Support for Housing “The company is a prominent participant in 

public/private partnerships that support housing 

initiatives for the economically disadvantaged, 

e.g., the National Equity Fund or the Enterprise 

Foundation”. 

Support for Education “The company has either been notably 

innovative in its support for primary or 

secondary school education, particularly for 

those programs that benefit the economically 

disadvantaged, or the company has prominently 

supported job-training programs for youth”. 

Indigenous Peoples Relations “The company has established relations with 

indigenous peoples in the areas of its proposed 

or current operations that respect the 

sovereignty, land, culture, human rights, and 

intellectual property of the indigenous peoples”. 

Volunteer Programs “The company has an exceptionally strong 

volunteer program”. 

Other Strength “The company has either an exceptionally 

strong in-kind giving program or engages in 

other notably positive community activities”. 
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Concerns Description 

Investment Controversies “The company is a financial institution whose 

lending or investment practices have led to 

controversies, particularly ones related to the 

Community Reinvestment Act”. 

Negative Economic Impact “The company’s actions have resulted in major 

controversies concerning its economic impact 

on the community. These controversies can 

include issues related to environmental 

contamination, water rights disputes, plant 

closings, "put-or-pay" contracts with trash 

incinerators, or other company actions that 

adversely affect the quality of life, tax base, or 

property values in the community”. 

Indigenous Peoples Relations “The company has been involved in serious 

controversies with indigenous peoples that 

indicate the company has not respected the 

sovereignty, land, culture, human rights, and 

intellectual property of indigenous peoples”. 

Tax Disputes “The company has recently been involved in 

major tax disputes involving Federal, state, 

local or non-U.S. government authorities, or is 
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involved in controversies over its tax 

obligations to the community”. 

Other Concern “The company is involved with a controversy 

that has mobilized community opposition, or is 

engaged in other noteworthy community 

controversies”. 
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Diversity 

Diversity 

Strengths Description 

CEO 

“The company's chief executive officer is a woman 

or a member of a minority group”. 

Promotion 

“The company has made notable progress in the 

promotion of women and minorities, particularly to 

line positions with profit-and-loss responsibilities in 

the corporation”. 

Board of Directors 

“Women, minorities, and/or the disabled hold four 

seats or more (with no double counting) on the 

board of directors, or one-third or more of the board 

seats if the board numbers less than 12”. 

Work/Life Benefits 

“The company has outstanding employee benefits or 

other programs addressing work/life concerns, e.g., 

childcare, elder care, or flextime”. 

Women & Minority Contracting 

“The company does at least 5% of its 

subcontracting, or otherwise has a demonstrably 

strong record on purchasing or contracting, with 

women- and/or minority-owned businesses”. 

Employment of the Disabled 

“The company has implemented innovative hiring 

programs; other innovative human resource 
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programs for the disabled, or otherwise has a 

superior reputation as an employer of the disabled”. 

Gay & Lesbian Policies 

“The company has implemented notably progressive 

policies toward its gay and lesbian employees. In 

particular, it provides benefits to the domestic 

partners of its employees”. 

Other Strength 

“The company has made a notable commitment to 

diversity that is not covered by other KLD ratings”. 

Concerns Description 

Controversies 

“The company has either paid substantial fines or 

civil penalties as a result of affirmative action 

controversies, or has otherwise been involved in 

major controversies related to affirmative action 

issues”. 

Non-Representation 

“The company has no women on its board of 

directors or among its senior line managers”. 

Other Concern 

“The company is involved in diversity controversies 

not covered by other KLD ratings”. 
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Employee Relations 

Employee Relations 

Strengths Description 

Union Relations 

“The company has taken exceptional steps to 

treat its unionized workforce fairly”. 

No-Layoff Policy 

“The company has maintained a consistent no-

layoff policy”. 

Cash Profit Sharing 

“The company has a cash profit-sharing 

program through which it has recently made 

distributions to a majority of its workforce”. 

Employee Involvement 

“The company strongly encourages worker 

involvement and/or ownership through stock 

options available to a majority of its employees; 

gain sharing, stock ownership, sharing of 

financial information, or participation in 

management decision-making”. 

Retirement Benefits Strength 

“The company has a notably strong retirement 

benefits program”. 

Health and Safety Strength 

“The company has strong health and safety 

programs”. 

Other Strength 

“The company has strong employee relations 

initiatives not covered by other KLD ratings”. 
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Concerns Description 

Union Relations 

“The company has a history of notably poor 

union relations”. 

Health and Safety Concern 

“The company recently has either paid 

substantial fines or civil penalties for willful 

violations of employee health and safety 

standards, or has been otherwise involved in 

major health and safety controversies”. 

Workforce Reductions 

“The company has made significant reductions 

in its workforce in recent years”. 

Retirement Benefits Concern 

“The company has either a substantially under 

funded defined benefit pension plan, or an 

inadequate retirement benefits program”. 

Other Concern 

“The company is involved in an employee 

relations controversy that is not covered by 

other KLD ratings”. 
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Environment 

Environment 

Strengths Description 

Beneficial Products and Services 

“The company derives substantial revenues 

from innovative remediation products, 

environmental services, or products that 

promote the efficient use of energy, or it has 

developed innovative products with 

environmental benefits”. 

Pollution Prevention 

“The company has notably strong pollution 

prevention programs including both emissions 

reductions and toxic-use reduction programs”. 

Recycling 

“The company either is a substantial user of 

recycled materials as raw materials in its 

manufacturing processes, or a major factor in 

the recycling industry”. 

Clean Energy 

“The company has taken significant measures 

to reduce its impact on climate change and air 

pollution through use of renewable energy and 

clean fuels or through energy efficiency. The 

company has demonstrated a commitment to 

promoting climate-friendly policies and 
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practices outside its own operations”. 

Communications 

“The company is a signatory to the CERES 

Principles, publishes a notably substantive 

environmental report, or has notably effective 

internal communications systems in place for 

environmental best practices”. 

Property, Plant, and Equipment 

“The company maintains its property, plant, and 

equipment with above average environmental 

performance for its industry”. 

Management Systems 

“The company has demonstrated a superior  

commitment to management systems through 

ISO 14001 certification and other voluntary 

programs”. 

Other Strength 

“The company has demonstrated a superior 

commitment to management systems, voluntary 

programs, or other environmentally proactive 

activities”. 

Concerns Description 

Hazardous Waste 

“The company's liabilities for hazardous waste 

sites exceed $50 million, or the company has 

recently paid substantial fines or civil penalties 

for waste management violations”. 
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Regulatory Problems 

“The company has recently paid substantial 

fines or civil penalties for violations of air, 

water, or other environmental regulations, or it 

has a pattern of regulatory controversies under 

the Clean Air Act, Clean Water Act or other 

major environmental regulations”. 

Ozone Depleting Chemicals 

“The company is among the top manufacturers 

of ozone depleting chemicals such as HCFCs, 

methyl chloroform, methylene chloride, or 

bromines”. 

Substantial Emissions 

“The company's legal emissions of toxic 

chemicals (as defined by and reported to the 

EPA) from individual plants into the air and 

water are among the highest of the companies 

followed by KLD”. 

Agricultural Chemicals 

“The company is a substantial producer of 

agricultural chemicals, i.e., pesticides or 

chemical fertilizers”. 

Climate Change 

“The company derives substantial revenues 

from the sale of coal or oil and its derivative 

fuel products, or the company derives 

substantial revenues indirectly from the 
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combustion of coal or oil and its derivative fuel 

products. Such companies include electric 

utilities, transportation companies with fleets of 

vehicles, auto and truck manufacturers, and 

other transportation equipment companies”. 

Other Concern 

“The company has been involved in an 

environmental controversy that is not covered 

by other KLD ratings”. 
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Product 

Product 

Strengths Description 

Quality 

“The company has a long-term, well-developed, 

company-wide quality program, or it has a 

quality program recognized as exceptional in 

U.S. industry”. 

R&D/Innovation 

“The company is a leader in its industry for 

research and development (R&D), particularly 

by bringing notably innovative products to 

market”. 

Benefits to Economically Disadvantaged 

“The company has as part of its basic mission 

the provision of products or services for the 

economically disadvantaged”. 

Other Strength 

“The company's products have notable social 

benefits that are highly unusual or unique for its 

industry”. 

Concerns Description 

Product Safety  

“The company has recently paid substantial 

fines or civil penalties, or is involved in major 

recent controversies or regulatory actions, 

relating to the safety of its products and 
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services”. 

Marketing/Contracting Concern 

“The company has recently been involved in 

major marketing or contracting controversies, 

or has paid substantial fines or civil penalties 

relating to advertising practices, consumer 

fraud, or government contracting”. 

Antitrust 

“The company has recently paid substantial 

fines or civil penalties for antitrust violations 

such as price fixing, collusion, or predatory 

pricing, or is involved in recent major 

controversies or regulatory actions relating to 

antitrust allegations”. 

Other Concern 

“The company has major controversies with its 

franchises, is an electric utility with nuclear 

safety problems, defective product issues, or is 

involved in other product-related controversies 

not covered by other KLD ratings”. 
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Corporate Governance 

Corporate Governance 

Strengths Description 

Limited Compensation 

“The company has recently awarded notably 

low levels of compensation to its top 

management or its board members”.  

Ownership Strength 

“The company owns between 20% and 50% of 

another company KLD has cited as having an 

area of social strength, or is more than 20% 

owned by a firm that KLD has rated as having 

social strengths. When a company owns more 

than 50% of another firm, it has a controlling 

interest, and KLD treats the second firm as if it 

is a division of the first”. 

Transparency Strength 

“The company is particularly effective in 

reporting on a wide range of social and 

environmental performance measures, or is 

exceptional in reporting on one particular 

measure”. 

Political Accountability Strength 

“The company has shown markedly responsible 

leadership on public policy issues and/or has an 

exceptional record of transparency and 
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accountability concerning its political 

involvement in state or federal-level U.S. 

politics, or in non-U.S. politics”. 

Other Strength 

“The company has a unique and positive 

corporate culture, or has undertaken a 

noteworthy initiative not covered by KLD’s 

other corporate governance ratings”. 

Concerns Description 

High Compensation 

“The company has recently awarded notably 

high levels of compensation to its top 

management or its board members. The limit 

for a rating is total compensation of more than 

$10 million per year for a CEO or $100,000 per 

year for outside directors”. 

Ownership Concern 

“The company owns between 20% and 50% of 

a company KLD has cited as having an area of 

social concern, or is more than 20% owned by a 

firm KLD has rated as having areas of concern. 

When a company owns more than 50% of 

another firm, it has a controlling interest, and 

KLD treats the second firm as if it is a division 

of the first”. 
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Accounting Concern 

“The company is involved in significant 

accounting-related controversies”.  

Transparency Concern 

“The company is distinctly weak in reporting 

on a wide range of social and environmental 

performance measures”. 

Political Accountability Concern 

“The company has been involved in noteworthy 

controversies on public policy issues and/or has 

a very poor record of transparency and 

accountability concerning its political 

involvement in state or federal-level U.S. 

politics, or in non-U.S. politics”. 

Other Concern 

“The company is involved with a controversy 

not covered by KLD’s other corporate 

governance ratings”. 
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Human Right 

Human Right 

Strengths Description 

Positive Record in South Africa 

“The company’s social record in South Africa 

is noteworthy”. 

Indigenous Peoples Relations Strength 

“The company has established relations with 

indigenous peoples near its proposed or current 

operations (either in or outside the U.S.) that 

respect the sovereignty, land, culture, human 

rights, and intellectual property of indigenous 

peoples”. 

Labor Rights Strength 

“The company has outstanding transparency on 

overseas sourcing disclosure and monitoring, or 

has particularly good union relations outside the 

U.S., or has undertaken labor rights-related 

initiatives that KLD considers outstanding or 

innovative”. 

Other Strength 

“The company has undertaken exceptional 

human rights initiatives, including outstanding 

transparency or disclosure on human rights 

issues, or has otherwise shown industry 

leadership on human rights issues not covered 
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by other KLD human rights ratings”. 

Concerns Description 

South Africa 

“The company faced controversies over its 

operations in South Africa”. 

Northern Ireland 

“The company has operations in Northern 

Ireland”. 

Burma Concern 

“The company has operations or direct 

investment in, or sourcing from, Burma”. 

Mexico 

“The company's operations in Mexico have had 

major recent controversies, especially those 

related to the treatment of employees or 

degradation of the environment”. 

Labor Rights Concern 

“The company's operations have had major 

recent controversies primarily related to labor 

standards in its supply chain”.  

Indigenous Peoples Relations Concern 

“The company has been involved in serious 

controversies with indigenous peoples (either in 

or outside the U.S.) that indicate the company 

has not respected the sovereignty, land, culture, 

human rights, and intellectual property of 

indigenous peoples”. 

Other Concern “The company’s operations have been the 
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subject of major recent human rights 

controversies not covered by other KLD 

ratings”. 
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Appendix 2. Regression Analysis of Geographic Diversification in Developed Countries/Developing Countries on 

Environment Strength 

  Environment Strength 

 Model1 Model2 Model3 Model4 Model5 Model6 Model7 Model8 Model9 

Control variables          

Firm size
a
 0.086

***
 0.087

***
 0.085

***
 0.086

***
 0.086

***
 0.093

***
 0.086

***
 0.093

***
 0.092

***
 

 (0.010) (0.010) (0.010) (0.010) (0.010) (0.010) (0.010) (0.010) (0.010) 

Firm age 0.004
***

 0.004
***

 0.004
***

 0.003
***

 0.004
***

 0.003
***

 0.003
***

 0.003
***

 0.003
***

 

 (0.001) (0.001) (0.001) (0.001) (0.001) (0.001) (0.001) (0.001) (0.001) 

Firm performance 0.085 0.110 0.083 0.109 0.103 0.076 0.105 0.072 0.070 

 (0.076) (0.075) (0.076) (0.075) (0.076) (0.075) (0.076) (0.075) (0.076) 

Women director percentage 0.759
***

 0.758
***

 0.757
***

 0.756
***

 0.747
***

 0.783
***

 0.755
***

 0.775
***

 0.767
***

 

 (0.120) (0.118) (0.120) (0.118) (0.119) (0.118) (0.119) (0.118) (0.119) 

Director failed percentage 0.089 -0.088 0.083 -0.095 -0.107 -0.073 -0.105 -0.056 -0.066 

 (0.496) (0.490) (0.496) (0.491) (0.491) (0.488) (0.492) (0.488) (0.489) 

Outside director percentage 0.304
*
 0.331

*
 0.306

*
 0.333

*
 0.333

*
 0.350

**
 0.333

*
 0.357

**
 0.356

**
 

 (0.131) (0.130) (0.131) (0.130) (0.130) (0.129) (0.130) (0.129) (0.129) 

R&D expenses 0.002
***

 0.002
***

 0.002
***

 0.002
***

 0.002
***

 0.002
***

 0.002
***

 0.002
***

 0.002
***

 

 (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) 

Independent variables          

GD into developed countries  0.168
***

  0.169
***

 0.160
***

 0.167
***

 0.169
***

 0.163
***

 0.153
***

 

  (0.027)  (0.027) (0.028) (0.030) (0.027) (0.027) (0.031) 

GD into developing countries   0.019 0.023 0.023 0.027 0.026 -0.007 -0.008 

   (0.035) (0.035) (0.035) (0.035) (0.037) (0.042) (0.044) 

Moderating effects          

High-discretion slack     -0.000  0.000  -0.000 

     (0.000)  (0.000)  (0.000) 

High-discretion slackXGD into     0.000    0.000 
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developed countries 

     (0.000)    (0.000) 

Low-discretion slack 
     -0.191

**
  -

0.228
***

 

-0.235
**

 

      (0.072)  (0.050) (0.077) 

Low-discretion slackXGD into 

developed countries 

     -0.002   0.015 

      (0.133)   (0.133) 

High-discretion slackXGD into 

developing countries 

      -0.000  -0.000 

       (0.001)  (0.001) 

Low-discretion slackXGD into 

developing countries 

       0.235 0.242 

        (0.160) (0.161) 

Firm fixed effects Yes Yes Yes Yes Yes Yes Yes Yes Yes 

Year fixed effects Yes Yes Yes Yes Yes Yes Yes Yes Yes 

Constant 
-

1.149
***

 

-

1.240
***

 

-

1.161
***

 

-

1.254
***

 

-

1.248
***

 

-

1.281
***

 

-

1.255
***

 

-

1.268
***

 

-

1.263
***

 

  (0.343) (0.339) (0.344) (0.340) (0.340) (0.338) (0.340) (0.338) (0.338) 

Adj. R
2
 0.432 0.446 0.431 0.446 0.446 0.452 0.445 0.453 0.452 

N 1560 1560 1560 1560 1560 1560 1560 1560 1560 

Note: 
*
 p < 0.05, 

**
 p < 0.01, 

***
 p < 0.001   

a
 logarithm 
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Appendix 3. Regression Analysis of Geographic Diversification in Developed Countries/Developing Countries on 

Environment Concern 

  Environment Concern 

 Model1 Model2 Model3 Model4 Model5 Model6 Model7 Model8 Model9 

Control variables          

Firm size
a
 0.035

***
 0.035

***
 0.035

***
 0.035

***
 0.035

***
 0.033

***
 0.034

***
 0.034

***
 0.034

***
 

 (0.008) (0.008) (0.008) (0.008) (0.008) (0.008) (0.008) (0.008) (0.008) 

Firm age 0.004
***

 0.004
***

 0.004
***

 0.004
***

 0.004
***

 0.004
***

 0.004
***

 0.004
***

 0.004
***

 

 (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) 

Firm performance -0.094 -0.101 -0.099 -0.105
+
 -0.102 -0.100 -0.104

+
 -0.100 -0.095 

 (0.063) (0.063) (0.063) (0.063) (0.063) (0.063) (0.063) (0.063) (0.063) 

Women director percentage 0.117 0.117 0.111 0.111 0.126 0.112 0.109 0.106 0.124 

 (0.099) (0.099) (0.099) (0.099) (0.099) (0.099) (0.099) (0.099) (0.100) 

Director failed percentage -0.033 0.015 -0.054 -0.007 0.007 -0.015 0.013 -0.009 0.018 

 (0.410) (0.410) (0.410) (0.410) (0.409) (0.410) (0.411) (0.410) (0.410) 

Outside director percentage 0.051 0.044 0.058 0.051 0.053 0.046 0.053 0.049 0.050 

 (0.108) (0.108) (0.108) (0.108) (0.108) (0.108) (0.108) (0.108) (0.108) 

R&D expenses -0.000 -0.000 -0.000 -0.000 -0.000 -0.000 -0.000 0.000 -0.000 

 (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) 

Independent variables          

GD into developed countries  -0.046
*
  -0.045

*
 -0.028 -0.053

*
 -0.045

*
 -0.045

*
 -0.037 

  (0.022)  (0.022) (0.023) (0.025) (0.022) (0.022) (0.026) 

GD into developing countries   0.071
*
 0.070

*
 0.070

*
 0.068

*
 0.058

+
 0.065

+
 0.056 

   (0.029) (0.029) (0.029) (0.029) (0.031) (0.035) (0.037) 

Moderating effects          

High-discretion slack     0.000
*
  -0.000  0.000

+
 

     (0.000)  (0.000)  (0.000) 

High-discretion slackXGD into 

developed countries 

    -0.001
*
    -0.001

*
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     (0.000)    (0.000) 

Low-discretion slack      -0.005  0.027 -0.005 

      (0.061)  (0.042) (0.065) 

Low-discretion slackXGD into 

developed countries 

     0.084   0.075 

      (0.111)   (0.112) 

High-discretion slackXGD into 

developing countries 

      0.001  0.000 

       (0.000)  (0.000) 

Low-discretion slackXGD into 

developing countries 

       0.026 0.022 

        (0.135) (0.135) 

Firm fixed effects Yes Yes Yes Yes Yes Yes Yes Yes Yes 

Year fixed effects Yes Yes Yes Yes Yes Yes Yes Yes Yes 

Constant -0.285 -0.260 -0.328 -0.303 -0.310 -0.292 -0.293 -0.298 -0.290 

  (0.284) (0.284) (0.284) (0.284) (0.283) (0.284) (0.284) (0.284) (0.284) 

Adj. R
2
 0.087 0.089 0.090 0.092 0.094 0.091 0.091 0.091 0.093 

N 1560 1560 1560 1560 1560 1560 1560 1560 1560 

Note: 
*
 p < 0.05, 

**
 p < 0.01, 

***
 p < 0.001   

a
 logarithm 
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Appendix 4. Regression Analysis of Geographic Diversification in Developed Countries/Developing Countries on 

Community Strength 

  Community Strength 

 Model1 Model2 Model3 Model4 Model5 Model6 Model7 Model8 Model9 

Control variables          

Firm size
a
 0.016

***
 0.016

***
 0.016

***
 0.016

***
 0.016

***
 0.018

***
 0.016

***
 0.018

***
 0.018

***
 

 (0.004) (0.004) (0.004) (0.004) (0.004) (0.004) (0.004) (0.004) (0.004) 

Firm age -0.000 -0.000 -0.000 -0.000 -0.000 -0.000 -0.000 -0.000 -0.000 

 (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) 

Firm performance 0.054
+
 0.056

+
 0.057

+
 0.059

*
 0.056

+
 0.053

+
 0.055

+
 0.053

+
 0.050

+
 

 (0.030) (0.030) (0.030) (0.030) (0.030) (0.030) (0.030) (0.030) (0.030) 

Women director percentage 0.182
***

 0.184
***

 0.185
***

 0.187
***

 0.180
***

 0.188
***

 0.186
***

 0.190
***

 0.181
***

 

 (0.050) (0.050) (0.050) (0.050) (0.050) (0.050) (0.050) (0.050) (0.050) 

Director failed percentage -0.115 -0.140 -0.123 -0.148 -0.150 -0.131 -0.162 -0.134 -0.139 

 (0.181) (0.181) (0.181) (0.181) (0.181) (0.180) (0.181) (0.181) (0.181) 

Outside director percentage 0.024 0.030 0.023 0.029 0.032 0.028 0.031 0.031 0.034 

 (0.051) (0.051) (0.051) (0.051) (0.051) (0.051) (0.051) (0.051) (0.051) 

R&D expenses 0.000
***

 0.000
**

 0.000
**

 0.000
**

 0.000
**

 0.000
**

 0.000
**

 0.000
**

 0.000
**

 

 (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) 

Independent variables          

GD into developed countries  0.024
*
  0.024

*
 0.020

+
 0.036

**
 0.025

*
 0.023

*
 0.032

*
 

  (0.011)  (0.011) (0.012) (0.013) (0.011) (0.011) (0.013) 

GD into developing countries   -0.037
*
 -0.037

*
 -0.037

*
 -0.033

*
 -0.030

*
 -0.047

**
 -0.038

*
 

   (0.015) (0.015) (0.015) (0.015) (0.015) (0.018) (0.018) 

Moderating effects          

High-discretion slack     -0.000  0.000  -0.000 

     (0.000)  (0.000)  (0.000) 

High-discretion slackXGD into 

developed countries 

    0.000    0.000 
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     (0.000)    (0.000) 

Low-discretion slack 
     -0.005  -

0.065
***

 

-0.015 

      (0.029)  (0.020) (0.031) 

Low-discretion slackXGD into 

developed countries 

     -0.110
*
   -0.106

*
 

      (0.052)   (0.052) 

High-discretion slackXGD into 

developing countries 

      -0.000  -0.000 

       (0.000)  (0.000) 

Low-discretion slackXGD into 

developing countries 

       0.073 0.065 

        (0.062) (0.063) 

Firm fixed effects Yes Yes Yes Yes Yes Yes Yes Yes Yes 

Year fixed effects Yes Yes Yes Yes Yes Yes Yes Yes Yes 

Constant -0.137 -0.153 -0.116 -0.131 -0.130 -0.144 -0.136 -0.131 -0.145 

  (0.140) (0.140) (0.140) (0.140) (0.140) (0.139) (0.140) (0.139) (0.139) 

Adj. R
2
 0.042 0.044 0.045 0.047 0.047 0.055 0.047 0.053 0.055 

N 1560 1560 1560 1560 1560 1560 1560 1560 1560 

Note: 
*
 p < 0.05, 

**
 p < 0.01, 

***
 p < 0.001   

a
 logarithm 
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Appendix 5. Regression Analysis of Geographic Diversification in Developed Countries/Developing Countries on 

Community Concern 

  Community Concern 

 Model1 Model2 Model3 Model4 Model5 Model6 Model7 Model8 Model9 

Control variables          

Firm size
a
 0.026

***
 0.026

***
 0.025

***
 0.025

***
 0.026

***
 0.027

***
 0.025

***
 0.026

***
 0.027

***
 

 (0.006) (0.006) (0.006) (0.006) (0.006) (0.006) (0.006) (0.006) (0.006) 

Firm age 0.002
***

 0.002
***

 0.002
***

 0.002
***

 0.002
***

 0.002
***

 0.002
***

 0.002
***

 0.002
***

 

 (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) 

Firm performance -0.023 -0.024 -0.025 -0.026 -0.021 -0.029 -0.025 -0.030 -0.027 

 (0.043) (0.043) (0.043) (0.043) (0.043) (0.043) (0.043) (0.043) (0.043) 

Women director percentage -0.096 -0.097 -0.099 -0.100 -0.093 -0.099 -0.092 -0.104 -0.096 

 (0.073) (0.073) (0.073) (0.073) (0.073) (0.073) (0.073) (0.073) (0.073) 

Director failed percentage -0.405 -0.396 -0.398 -0.389 -0.383 -0.378 -0.414 -0.374 -0.392 

 (0.263) (0.264) (0.263) (0.264) (0.264) (0.264) (0.264) (0.264) (0.264) 

Outside director percentage -0.029 -0.031 -0.029 -0.031 -0.034 -0.032 -0.031 -0.025 -0.026 

 (0.075) (0.075) (0.075) (0.075) (0.075) (0.075) (0.075) (0.075) (0.075) 

R&D expenses 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 

 (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) 

Independent variables          

GD into developed countries  -0.009  -0.009 -0.007 0.001 -0.008 -0.012 0.001 

  (0.017)  (0.017) (0.017) (0.019) (0.017) (0.017) (0.019) 

GD into developing countries   0.031 0.031 0.031 0.034 0.048
*
 0.007 0.027 

   (0.021) (0.021) (0.021) (0.021) (0.022) (0.026) (0.027) 

Moderating effects          

High-discretion slack     -0.000  0.000  0.000 

     (0.000)  (0.000)  (0.000) 

High-discretion slackXGD into 

developed countries 

    -0.000    -0.000 
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     (0.000)    (0.000) 

Low-discretion slack      0.006  -0.057
*
 -0.018 

      (0.043)  (0.029) (0.045) 

Low-discretion slackXGD into 

developed countries 

     -0.087   -0.087 

      (0.076)   (0.076) 

High-discretion slackXGD into 

developing countries 

      -0.001
*
  -0.001

*
 

       (0.000)  (0.000) 

Low-discretion slackXGD into 

developing countries 

       0.157
+
 0.148 

        (0.091) (0.091) 

Firm fixed effects Yes Yes Yes Yes Yes Yes Yes Yes Yes 

Year fixed effects Yes Yes Yes Yes Yes Yes Yes Yes Yes 

Constant -0.555
**

 -0.549
**

 -0.573
**

 -0.567
**

 -0.572
**

 -0.577
**

 -0.589
**

 -0.561
**

 -0.590
**

 

  (0.203) (0.203) (0.203) (0.204) (0.204) (0.204) (0.203) (0.203) (0.203) 

Adj. R
2
 0.057 0.056 0.058 0.057 0.057 0.058 0.060 0.059 0.061 

N 1560 1560 1560 1560 1560 1560 1560 1560 1560 

Note: 
*
 p < 0.05, 

**
 p < 0.01, 

***
 p < 0.001   

a
 logarithm 
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Appendix 6. Regression Analysis of Geographic Diversification in Developed Countries/Developing Countries on 

Employee Strength 

  Employee Strength 

 Model1 Model2 Model3 Model4 Model5 Model6 Model7 Model8 Model9 

Control variables          

Firm size
a
 0.093

***
 0.093

***
 0.095

***
 0.094

***
 0.095

***
 0.103

***
 0.096

***
 0.102

***
 0.105

***
 

 (0.015) (0.015) (0.015) (0.015) (0.015) (0.015) (0.015) (0.015) (0.015) 

Firm age -0.002
**

 -0.002
**

 -0.002
**

 -0.002
*
 -0.002

*
 -0.002

**
 -0.002

*
 -0.002

**
 -0.002

*
 

 (0.001) (0.001) (0.001) (0.001) (0.001) (0.001) (0.001) (0.001) (0.001) 

Firm performance 0.302
**

 0.335
**

 0.315
**

 0.347
**

 0.356
**

 0.320
**

 0.355
**

 0.320
**

 0.326
**

 

 (0.113) (0.112) (0.113) (0.111) (0.112) (0.111) (0.112) (0.111) (0.111) 

Women director percentage 1.106
***

 1.110
***

 1.115
***

 1.119
***

 1.107
***

 1.100
***

 1.141
***

 1.141
***

 1.104
***

 

 (0.183) (0.181) (0.183) (0.180) (0.180) (0.180) (0.180) (0.180) (0.180) 

Director failed percentage -0.101 -0.256 -0.075 -0.229 -0.182 -0.169 -0.302 -0.184 -0.205 

 (0.732) (0.723) (0.730) (0.721) (0.720) (0.717) (0.722) (0.719) (0.716) 

Outside director percentage 0.174 0.207 0.164 0.197 0.204 0.199 0.189 0.201 0.201 

 (0.194) (0.192) (0.194) (0.191) (0.191) (0.190) (0.191) (0.191) (0.190) 

R&D expenses 0.004
***

 0.003
***

 0.003
***

 0.003
***

 0.003
***

 0.003
***

 0.003
***

 0.003
***

 0.003
***

 

 (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) 

Independent variables          

GD into developed countries  0.260
***

  0.259
***

 0.228
***

 0.322
***

 0.260
***

 0.258
***

 0.294
***

 

  (0.041)  (0.040) (0.042) (0.045) (0.040) (0.040) (0.047) 

GD into developing countries   -0.168
**

 -0.167
**

 -0.167
**

 -0.158
**

 -0.122
*
 -0.183

**
 -0.126

+
 

   (0.053) (0.053) (0.053) (0.052) (0.056) (0.063) (0.067) 

Moderating effects          

High-discretion slack     -0.001
**

  -0.000  -0.001
*
 

     (0.000)  (0.000)  (0.000) 

High-discretion slackXGD into 

developed countries 

    0.002
*
    0.001

*
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     (0.001)    (0.001) 

Low-discretion slack 
     0.046  -

0.239
***

 

0.021 

      (0.108)  (0.072) (0.115) 

Low-discretion slackXGD into 

developed countries 

     -0.588
**

   -0.579
**

 

      (0.194)   (0.194) 

High-discretion slackXGD into 

developing countries 

      -0.002
*
  -0.002

*
 

       (0.001)  (0.001) 

Low-discretion slackXGD into 

developing countries 

       0.122 0.064 

        (0.232) (0.231) 

Firm fixed effects Yes Yes Yes Yes Yes Yes Yes Yes Yes 

Year fixed effects Yes Yes Yes Yes Yes Yes Yes Yes Yes 

Constant -0.137 -0.153 -0.116 -0.131 -0.130 -0.144 -0.136 -0.131 -0.145 

  (0.140) (0.140) (0.140) (0.140) (0.140) (0.139) (0.140) (0.139) (0.139) 

Adj. R
2
 0.042 0.044 0.045 0.047 0.047 0.055 0.047 0.053 0.055 

N 1560 1560 1560 1560 1560 1560 1560 1560 1560 

Note: 
*
 p < 0.05, 

**
 p < 0.01, 

***
 p < 0.001   

a
 logarithm 
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Appendix 7. Regression Analysis of Geographic Diversification in Developed Countries/Developing Countries on 

Employee Concern 

  Employee Concern 

 Model1 Model2 Model3 Model4 Model5 Model6 Model7 Model8 Model9 

Control variables          

Firm size
a
 0.048

**
 0.048

**
 0.047

**
 0.047

**
 0.049

**
 0.046

**
 0.048

**
 0.047

**
 0.049

**
 

 (0.015) (0.015) (0.015) (0.015) (0.015) (0.016) (0.015) (0.016) (0.016) 

Firm age 0.002
*
 0.002

*
 0.002

+
 0.002

+
 0.002

+
 0.002

+
 0.002

+
 0.002

+
 0.002

+
 

 (0.001) (0.001) (0.001) (0.001) (0.001) (0.001) (0.001) (0.001) (0.001) 

Firm performance -0.207
+
 -0.202

+
 -0.214

+
 -0.209

+
 -0.196

+
 -0.207

+
 -0.200

+
 -0.207

+
 -0.197

+
 

 (0.116) (0.117) (0.116) (0.117) (0.117) (0.117) (0.117) (0.117) (0.118) 

Women director percentage 0.274 0.275 0.269 0.270 0.286 0.271 0.278 0.275 0.296 

 (0.189) (0.189) (0.188) (0.188) (0.189) (0.189) (0.189) (0.189) (0.191) 

Director failed percentage 0.360 0.335 0.346 0.321 0.331 0.317 0.325 0.310 0.300 

 (0.754) (0.755) (0.754) (0.754) (0.755) (0.755) (0.757) (0.755) (0.758) 

Outside director percentage 0.124 0.129 0.129 0.135 0.129 0.134 0.132 0.129 0.122 

 (0.200) (0.200) (0.200) (0.200) (0.200) (0.200) (0.200) (0.201) (0.201) 

R&D expenses 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 

 (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) 

Independent variables          

GD into developed countries  0.042  0.042 0.053 0.037 0.041 0.043 0.053 

  (0.042)  (0.042) (0.044) (0.047) (0.042) (0.042) (0.050) 

GD into developing countries   0.091
+
 0.091

+
 0.092

+
 0.091 0.098

+
 0.110

+
 0.120

+
 

   (0.055) (0.055) (0.055) (0.055) (0.059) (0.067) (0.071) 

Moderating effects          

High-discretion slack     0.000  -0.000  0.000 

     (0.000)  (0.000)  (0.000) 

High-discretion slackXGD into 

developed countries 

    -0.001    -0.001 
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     (0.001)    (0.001) 

Low-discretion slack      -0.006  0.032 0.017 

      (0.114)  (0.076) (0.122) 

Low-discretion slackXGD into 

developed countries 

     0.043   0.019 

      (0.204)   (0.205) 

High-discretion slackXGD into 

developing countries 

      -0.000  -0.000 

       (0.001)  (0.001) 

Low-discretion slackXGD into 

developing countries 

       -0.126 -0.132 

        (0.243) (0.245) 

Firm fixed effects Yes Yes Yes Yes Yes Yes Yes Yes Yes 

Year fixed effects Yes Yes Yes Yes Yes Yes Yes Yes Yes 

Constant -0.723 -0.747 -0.774 -0.799 -0.807 -0.795 -0.813 -0.803 -0.818 

  (0.535) (0.535) (0.535) (0.536) (0.536) (0.536) (0.536) (0.536) (0.537) 

Adj. R
2
 0.139 0.139 0.140 0.140 0.140 0.139 0.139 0.139 0.138 

N 1560 1560 1560 1560 1560 1560 1560 1560 1560 

Note: 
*
 p < 0.05, 

**
 p < 0.01, 

***
 p < 0.001   

a
 logarithm 
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Appendix 8. Regression Analysis of Geographic Diversification in Developed Countries/Developing Countries on 

Diversity Strength 

  Diversity Strength 

 Model1 Model2 Model3 Model4 Model5 Model6 Model7 Model8 Model9 

Control variables          

Firm size
a
 0.002 0.002 0.003 0.003 0.002 0.007 0.002 0.007 0.006 

 (0.013) (0.013) (0.013) (0.013) (0.013) (0.013) (0.013) (0.013) (0.013) 

Firm age 0.003
***

 0.003
***

 0.003
***

 0.003
***

 0.003
***

 0.003
***

 0.003
***

 0.003
***

 0.003
***

 

 (0.001) (0.001) (0.001) (0.001) (0.001) (0.001) (0.001) (0.001) (0.001) 

Firm performance 0.254
*
 0.271

**
 0.259

*
 0.276

**
 0.266

**
 0.260

**
 0.271

**
 0.260

**
 0.255

*
 

 (0.100) (0.100) (0.100) (0.100) (0.101) (0.101) (0.101) (0.101) (0.101) 

Women director percentage 1.901
***

 1.929
***

 1.900
***

 1.928
***

 1.920
***

 1.932
***

 1.923
***

 1.935
***

 1.924
***

 

 (0.161) (0.161) (0.161) (0.161) (0.161) (0.161) (0.161) (0.161) (0.162) 

Director failed percentage 0.637 0.534 0.633 0.530 0.532 0.530 0.540 0.528 0.550 

 (0.635) (0.633) (0.635) (0.633) (0.634) (0.633) (0.634) (0.633) (0.634) 

Outside director percentage -0.067 -0.051 -0.070 -0.053 -0.049 -0.050 -0.051 -0.052 -0.048 

 (0.167) (0.166) (0.167) (0.166) (0.166) (0.166) (0.166) (0.166) (0.166) 

R&D expenses 0.003
***

 0.003
***

 0.003
***

 0.003
***

 0.003
***

 0.003
***

 0.003
***

 0.003
***

 0.003
***

 

 (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) 

Independent variables          

GD into developed countries  0.123
***

  0.123
***

 0.114
**

 0.127
**

 0.123
***

 0.123
***

 0.116
**

 

  (0.036)  (0.036) (0.037) (0.040) (0.036) (0.036) (0.042) 

GD into developing countries   -0.055 -0.055 -0.055 -0.056 -0.064 -0.053 -0.064 

   (0.046) (0.046) (0.046) (0.046) (0.048) (0.055) (0.058) 

Moderating effects          

High-discretion slack     -0.000  0.000  -0.000 

     (0.000)  (0.000)  (0.000) 

High-discretion slackXGD into 

developed countries 

    0.001    0.001 
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     (0.001)    (0.001) 

Low-discretion slack      -0.082  -0.096 -0.082 

      (0.093)  (0.062) (0.099) 

Low-discretion slackXGD into 

developed countries 

     -0.037   -0.025 

      (0.166)   (0.166) 

High-discretion slackXGD into 

developing countries 

      0.000  0.001 

       (0.001)  (0.001) 

Low-discretion slackXGD into 

developing countries 

       -0.022 -0.016 

        (0.206) (0.207) 

Firm fixed effects Yes Yes Yes Yes Yes Yes Yes Yes Yes 

Year fixed effects Yes Yes Yes Yes Yes Yes Yes Yes Yes 

Constant -0.236 -0.310 -0.200 -0.274 -0.271 -0.289 -0.260 -0.288 -0.276 

  (0.444) (0.443) (0.445) (0.444) (0.444) (0.444) (0.445) (0.444) (0.445) 

Adj. R
2
 0.190 0.196 0.191 0.196 0.196 0.197 0.196 0.197 0.196 

N 1560 1560 1560 1560 1560 1560 1560 1560 1560 

Note: 
*
 p < 0.05, 

**
 p < 0.01, 

***
 p < 0.001   

a
 logarithm 
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Appendix 9. Regression Analysis of Geographic Diversification in Developed Countries/Developing Countries on 

Diversity Concern 

  Diversity Concern 

 Model1 Model2 Model3 Model4 Model5 Model6 Model7 Model8 Model9 

Control variables          

Firm size
a
 

-

0.097
***

 

-

0.097
***

 

-

0.097
***

 

-

0.097
***

 

-

0.096
***

 

-

0.100
***

 

-

0.096
***

 

-

0.101
***

 

-

0.100
***

 

 (0.016) (0.016) (0.016) (0.016) (0.016) (0.017) (0.016) (0.017) (0.017) 

Firm age -0.002
*
 -0.002

*
 -0.002

*
 -0.002

*
 -0.002

*
 -0.002

*
 -0.002

*
 -0.002

*
 -0.002

*
 

 (0.001) (0.001) (0.001) (0.001) (0.001) (0.001) (0.001) (0.001) (0.001) 

Firm performance -0.054 -0.067 -0.054 -0.067 -0.061 -0.051 -0.061 -0.050 -0.046 

 (0.130) (0.130) (0.130) (0.130) (0.131) (0.130) (0.131) (0.130) (0.131) 

Women director percentage 
-

3.052
***

 

-

3.075
***

 

-

3.053
***

 

-

3.075
***

 

-

3.071
***

 

-

3.093
***

 

-

3.073
***

 

-

3.082
***

 

-

3.092
***

 

 (0.209) (0.209) (0.209) (0.209) (0.209) (0.209) (0.209) (0.209) (0.210) 

Director failed percentage -0.523 -0.441 -0.523 -0.442 -0.439 -0.438 -0.429 -0.440 -0.430 

 (0.821) (0.821) (0.821) (0.821) (0.822) (0.821) (0.823) (0.821) (0.823) 

Outside director percentage -0.372
+
 -0.385

+
 -0.373

+
 -0.386

+
 -0.389

+
 -0.385

+
 -0.389

+
 -0.387

+
 -0.388

+
 

 (0.215) (0.215) (0.215) (0.215) (0.216) (0.215) (0.216) (0.216) (0.216) 

R&D expenses -0.001 -0.001 -0.001 -0.001 -0.001 -0.001 -0.001 -0.001 -0.001 

 (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) 

Independent variables          

GD into developed countries  -0.096
*
  -0.096

*
 -0.095

+
 -0.077 -0.097

*
 -0.097

*
  

  (0.047)  (0.047) (0.048) (0.052) (0.047) (0.047)  

GD into developing countries   -0.005 -0.005 -0.005 -0.001 -0.010 -0.008  

   (0.059) (0.059) (0.059) (0.059) (0.063) (0.071)  

Moderating effects          

High-discretion slack     -0.000  -0.000  -0.000 

     (0.000)  (0.000)  (0.000) 
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High-discretion slackXGD into 

developed countries 

    -0.000    -0.000 

     (0.001)    (0.001) 

Low-discretion slack      0.183  0.100 0.179 

      (0.121)  (0.081) (0.129) 

Low-discretion slackXGD into 

developed countries 

     -0.175   -0.178 

      (0.215)   (0.216) 

High-discretion slackXGD into 

developing countries 

      0.000  0.000 

       (0.001)  (0.001) 

Low-discretion slackXGD into 

developing countries 

       0.026 0.019 

        (0.267) (0.269) 

Firm fixed effects Yes Yes Yes Yes Yes Yes Yes Yes Yes 

Year fixed effects Yes Yes Yes Yes Yes Yes Yes Yes Yes 

Constant 1.767
**

 1.825
**

 1.770
**

 1.828
**

 1.825
**

 1.827
**

 1.829
**

 1.842
**

 1.829
**

 

  (0.574) (0.574) (0.576) (0.576) (0.576) (0.576) (0.577) (0.576) (0.577) 

Adj. R
2
 0.445 0.446 0.445 0.446 0.445 0.446 0.445 0.446 0.445 

N 1560 1560 1560 1560 1560 1560 1560 1560 1560 

Note: 
*
 p < 0.05, 

**
 p < 0.01, 

***
 p < 0.001   

a
 logarithm 
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Appendix 10. Regression Analysis of Geographic Diversification in Developed Countries/Developing Countries on 

Product Strength 

  Diversity Strength 

 Model1 Model2 Model3 Model4 Model5 Model6 Model7 Model8 Model9 

Control variables          

Firm size
a
 0.004 0.011

+
 0.011

+
 0.011

*
 0.012

*
 0.014

*
 0.012

*
 0.014

*
 0.014

*
 

 (0.005) (0.006) (0.006) (0.006) (0.006) (0.006) (0.006) (0.006) (0.006) 

Firm age 0.001
+
 0.000 0.001 0.000 0.000 0.000 0.000 0.000 0.000 

 (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) 

Firm performance 0.059 0.043 0.044 0.047 0.049 0.038 0.049 0.038 0.041 

 (0.040) (0.042) (0.042) (0.042) (0.042) (0.042) (0.042) (0.042) (0.042) 

Women director percentage 0.063 0.049 0.055 0.059 0.062 0.063 0.062 0.062 0.062 

 (0.066) (0.071) (0.071) (0.071) (0.071) (0.071) (0.071) (0.071) (0.071) 

Director failed percentage -0.221 -0.351 -0.327 -0.367 -0.363 -0.366 -0.366 -0.363 -0.357 

 (0.241) (0.244) (0.243) (0.244) (0.244) (0.243) (0.244) (0.243) (0.244) 

Outside director percentage 0.091 0.107 0.097 0.102 0.100 0.102 0.101 0.106 0.104 

 (0.071) (0.075) (0.074) (0.074) (0.074) (0.074) (0.074) (0.074) (0.074) 

R&D expenses 0.000 -0.000 -0.000 -0.000 -0.000 -0.000 -0.000 -0.000 -0.000 

 (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) 

Independent variables          

GD into developed countries  0.038
*
  0.038

*
 0.039

*
 0.046

**
 0.038

*
 0.037

*
 0.045

*
 

  (0.016)  (0.016) (0.016) (0.018) (0.016) (0.016) (0.018) 

GD into developing countries   -0.060
**

 -0.060
**

 -0.060
**

 -0.058
**

 -0.058
**

 -0.080
**

 -0.077
**

 

   (0.021) (0.021) (0.021) (0.021) (0.022) (0.025) (0.026) 

Moderating effects          

High-discretion slack     -0.000  -0.000  -0.000 

     (0.000)  (0.000)  (0.000) 

High-discretion slackXGD into 

developed countries 

    -0.000    -0.000 
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     (0.000)    (0.000) 

Low-discretion slack      -0.032  -0.083
**

 -0.053 

      (0.041)  (0.027) (0.044) 

Low-discretion slackXGD into 

developed countries 

     -0.069   -0.067 

      (0.072)   (0.072) 

High-discretion slackXGD into 

developing countries 

      -0.000  -0.000 

       (0.000)  (0.000) 

Low-discretion slackXGD into 

developing countries 

       0.133 0.130 

        (0.089) (0.089) 

Firm fixed effects Yes Yes Yes Yes Yes Yes Yes Yes Yes 

Year fixed effects Yes Yes Yes Yes Yes Yes Yes Yes Yes 

Constant -0.099
+
 -0.147 -0.086 -0.108 -0.109 -0.120 -0.112 -0.107 -0.116 

  (0.059) (0.197) (0.197) (0.197) (0.197) (0.197) (0.197) (0.197) (0.197) 

Adj. R
2
 0.011 0.003 0.005 0.008 0.007 0.012 0.007 0.013 0.011 

N 1560 1560 1560 1560 1560 1560 1560 1560 1560 

Note: 
*
 p < 0.05, 

**
 p < 0.01, 

***
 p < 0.001   

a
 logarithm 
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Appendix 11. Regression Analysis of Geographic Diversification in Developed Countries/Developing Countries on 

Product Concern 

  Product Concern 

 Model1 Model2 Model3 Model4 Model5 Model6 Model7 Model8 Model9 

Control variables          

Firm size
a
 0.053

***
 0.053

***
 0.053

***
 0.053

***
 0.053

***
 0.055

***
 0.053

***
 0.055

***
 0.055

***
 

 (0.008) (0.008) (0.008) (0.008) (0.008) (0.008) (0.008) (0.008) (0.008) 

Firm age 0.002
***

 0.002
***

 0.002
***

 0.002
***

 0.002
***

 0.002
**

 0.002
***

 0.002
***

 0.002
**

 

 (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) 

Firm performance -0.062 -0.065 -0.062 -0.064 -0.066 -0.071 -0.067 -0.071 -0.072 

 (0.061) (0.061) (0.061) (0.061) (0.061) (0.061) (0.061) (0.061) (0.061) 

Women director percentage 0.122 0.120 0.122 0.121 0.123 0.133 0.119 0.118 0.125 

 (0.103) (0.103) (0.103) (0.103) (0.104) (0.104) (0.103) (0.104) (0.104) 

Director failed percentage -0.247 -0.232 -0.248 -0.233 -0.240 -0.236 -0.237 -0.230 -0.234 

 (0.346) (0.346) (0.346) (0.347) (0.347) (0.347) (0.348) (0.346) (0.348) 

Outside director percentage 0.263
*
 0.260

*
 0.262

*
 0.260

*
 0.260

*
 0.259

*
 0.261

*
 0.267

*
 0.266

*
 

 (0.105) (0.105) (0.105) (0.106) (0.106) (0.106) (0.106) (0.106) (0.106) 

R&D expenses 0.000
*
 0.000

*
 0.000

*
 0.000

*
 0.000

*
 0.000

*
 0.000

*
 0.000

*
 0.000

*
 

 (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) 

Independent variables          

GD into developed countries  -0.018  -0.018 -0.014 -0.026 -0.017 -0.021 -0.027 

  (0.023)  (0.023) (0.024) (0.025) (0.023) (0.023) (0.027) 

GD into developing countries   -0.003 -0.004 -0.004 -0.005 -0.004 -0.033 -0.035 

   (0.029) (0.029) (0.029) (0.030) (0.031) (0.035) (0.037) 

Moderating effects          

High-discretion slack     0.000  0.000  0.000 

     (0.000)  (0.000)  (0.000) 

High-discretion slackXGD into 

developed countries 

    -0.000    -0.000 
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     (0.000)    (0.000) 

Low-discretion slack      -0.084  -0.075
+
 -0.115

+
 

      (0.061)  (0.040) (0.064) 

Low-discretion slackXGD into 

developed countries 

     0.084   0.089 

      (0.108)   (0.109) 

High-discretion slackXGD into 

developing countries 

      0.000  0.000 

       (0.000)  (0.000) 

Low-discretion slackXGD into 

developing countries 

       0.197 0.198 

        (0.129) (0.129) 

Firm fixed effects Yes Yes Yes Yes Yes Yes Yes Yes Yes 

Year fixed effects Yes Yes Yes Yes Yes Yes Yes Yes Yes 

Constant -0.565
*
 -0.554

*
 -0.563

*
 -0.552

+
 -0.549

+
 -0.551

+
 -0.550

+
 -0.547

+
 -0.538

+
 

  (0.282) (0.282) (0.283) (0.283) (0.283) (0.283) (0.284) (0.283) (0.284) 

Adj. R
2
 0.107 0.107 0.107 0.106 0.105 0.107 0.105 0.108 0.106 

N 1560 1560 1560 1560 1560 1560 1560 1560 1560 

Note: 
*
 p < 0.05, 

**
 p < 0.01, 

***
 p < 0.001   

a
 logarithm 
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Appendix 12 The Number of Countries in Each Region 

Classification Region Number of countries 

Developed 

markets/countries 

North American developed 

countries 
2 

Asian markets other than 

the developing ones 
5 

New Zealand and Australia 2 

West European markets 22 

Developing 

markets/countries 

East European markets  11 

Asia and Pacific 

developing countries  
26 

The rest of American 

markets excluding Canada 

and the United States  

10 

Africa 1 
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