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ABSTRACT

Multinational companies (MNCs) frequently adopt corporate social responsibility (CSR) ac-
tivities that are aimed at providing ‘public goods’ and influencing the government in policy-
making. Such Political CSR (PCSR) activities have been determined to increase MNCs’ so-
cio-political legitimacy and to be useful in building relationships with the state and other key
external stakeholders. Although research on MNCs’ PCSR within the context of emerging
economies is gaining momentum, only a limited number of studies have examined the firm-
level variables that affect the extent to which MNCs’ subsidiaries in emerging economies
pursue PCSR. Using insights from resource dependence theory, institutional theory and the
social capital literature, we argue that MNCs’ subsidiaries that are critically dependent on lo-
cal resources; have greater ties to managers of related businesses and to policymakers; and
that those that are interdependent on the MNCs’ headquarters and other foreign subsidiaries
are more likely to be involved in PCSR. We obtain support for our hypotheses using a sample
of 105 subsidiaries of foreign firms that operate in India. Our findings enhance our under-
standing of the factors that determine MNCs’ political CSR in emerging economies.
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INTRODUCTION

In emerging economies, corporate social responsibility (CSR) primarily refers to the continu-
ing commitment by organizations to behave ethically and to contribute to economic devel-
opment. Multinational corporations (MNCs) are known to adopt CSR activities that increase
their role in governance at a host-country level and on a global scale (Detomasi, 2007, 2008).
By leveraging their CSR activities, MNCs are also known to engage in ‘self-regulation’ in
host countries where existing governance mechanisms have failed or have been found to be
inefficiently enforced (King & Lenox, 2000; Maxwell, Lyon, & Hackett, 2000). In this con-
text, MNCs’ philanthropic donations and sponsoring activities within host countries are often
used as a means of gaining access to political elites (Fooks et al., 2011), bridging governance
gaps (Gond, Kang, & Moon, 2011) and improving their local reputation and credibility (Rao,
1994). Scholars have emphasized that such use of CSR for gaining political leverage can ul-
timately reduce the risk of unfavorable regulation (McDaniel & Malone, 2012; Tesler &
Malone, 2008) and improve the overall business climate (Dorfman, Cheyne, Friedman,
Wadud, & Gottlieb, 2012). Collectively, such CSR activities are often referred to as Political
CSR (PCSR) activities because their underlying goal is to influence public policymaking pro-
cesses and to become involved in rule making (Scherer & Palazzo, 2007, 2011).

The need to integrate CSR activities into the public policy arena is greater for MNCs
that operate within the context of emerging economies because, in these economies, MNCs’
subsidiaries are faced with a variety of stakeholder issues, such as changing governmental
policies, societal attitudes, legal rulings, community actions and media reports, which all
have complex and unpredictable influences on their operations (Luo, 2001; Peng & Luo,
2000). Simultaneously, these economies are characterized by institutional frameworks that

often do not enable MNCs to effectively communicate their CSR programs to external stake-



holders (Rettab, Brik, & Mellahi, 2009). Furthermore, legitimate mechanisms for business-
government interaction are often absent, requiring firms to develop informal ties (Li, Poppo,
& Zhou, 2008; Li, Zhou, & Shao, 2008; Sheng, Zhou, & Li, 2011) or to create and exploit
family or other social relationships as a means of connecting with external stakeholders and
influencing policymaking (Dieleman & Boddewyn, 2012). However, the exploitation of ties
and social relationships in emerging economies is increasingly being linked to corruption
(Luo, 2006). For instance, in India, the recent ‘2G scandal’ in the telecommunications sector
indicated that the allocation of telecom spectrum licenses was made based on the assurances
of firms that had built good relationships with the telecommunications minister. In this con-
text, the Telenor Group, a major Norwegian telecom firm, suffered huge losses after the Su-
preme Court of India cancelled the 22 licenses obtained by Telenor’s Indian partner, Unitech
(Economist, 2012). By contrast, in the consumer goods sector, the British firm Unilever’s In-
dian subsidiary Hindustan Lever Limited adopted the strategy of collaborating with non-
traditional partners, such as non-governmental organizations (NGOs), local suppliers, cus-
tomers and distributors, and participating in the process of local economic development
(London & Hart, 2004). By strategically aligning its CSR strategy with the local govern-
ment’s development initiatives, Unilever was able to generate more than $1 billion from the
low-income markets in India alone (Ellison, Moller, & Rodriguez, 2002). Thus, we suggest
that, while on one hand, the use of ties and relationships as a means of influencing policy-
making in emerging economies has been found to be detrimental to MNCs’ financial perfor-
mance in the long term (Li, Zhou, et al., 2008), on the other hand, the use of PCSR activities
has been found to increase their legitimacy and reputation and has also enabled MNCs to gain
specific governmental subsidies and incentives vital for their operations, as evident in recent

research (e.g., Zhao, 2012).



Although studies have confirmed the implications of PCSR strategies for external relation-
ship building and legitimacy gaining, we suggest that limited attention has been paid to the
firm-level determinants of MNCs’ PCSR strategies. Studies on the determinants of PCSR in
an international context have primarily focused on identifying the ‘institutional voids’ or
governance gaps that lead MNCs to adopt such activities (Detomasi, 2007, 2008; Scherer &
Palazzo, 2007, 2011). In these studies, PCSR is understood to be driven by inadequate mar-
ket-supporting institutions in host countries, which leads to an increased role of MNCs in
leveraging their CSR activities in the policymaking arena (Rettab, et al., 2009; Sun, Mellahi,
& Thun, 2010) or to a minimization of political interventions in MNCs’ operations
(Detomasi, 2008). With regard to firm-level determinants, scholars have suggested that larger
MNCs with greater resources (both human and capital) are more likely to adopt CSR activi-
ties in general, including PCSR (McWilliams & Siegel, 2001; Udayasankar, 2008). Firms that
are globally integrated may also be more likely to use PCSR to achieve their global govern-
ance initiatives (Scherer & Palazzo, 2007, 2011). Scholars have also examined the role of
firms’ ‘external dependence’ conditions (Pfeffer & Salancik, 1978) in their CSR-type politi-
cal activities. Greater dependence on external stakeholders has been argued to increase firms’
collaborations with NGOs and environmental groups to gain public votes on policy issues
(Hillman & Hitt, 1999). Studies have also found that MNCs operating in highly regulated in-
dustries, such as pharmaceuticals, utilities and “sin’ sectors such as tobacco, alcohol and
gambling, are more likely to align their CSR and political activities (Boddewyn, 2007;
Hillman & Wan, 2005; Palazzo & Richter, 2005; Sadrieh & Annavarjula, 2005). For instance
tobacco-industry-specific research shows that PCSR may be used when firms face increased
regulatory risks or declining political authority (Fooks, Gilmore, Collin, Holden, & Lee,
2013) or when governments set new agendas related to public health (McDaniel & Malone,

2009, 2012; Tesler & Malone, 2008; Yang & Malone, 2008).



Despite these insights, we suggest that most prior empirical research on the firm-level deter-
minants of PCSR has focused on the context of developed countries and has thus ignored
several factors that may be further explained by studying the context of emerging economies.
These economies demand specific attention due to increased resource specialization that has
created dependencies for MNCs (Meyer, Estrin, Bhaumik, & Peng, 2009) and due to recent
institutional developments that increasingly render non-CSR political activities detrimental to
performance in these countries (Li, Poppo, et al., 2008). Due to its general assumption that
organizations depend on resources held by actors in their external environment (Pfeffer &
Salancik, 1978), we suggest that it is important to account for both resource dependence and
the institutional factors that affect firms’ interactions with external stakeholders. Various au-
thors suggest that, to date, resource dependence theory has been under-exploited as a theoret-
ical basis in studies on corporate political action and have therefore called for its greater use
in this area (Dieleman & Boddewyn, 2012; Hillman, Withers, & Collins, 2009). Thus, our
study aims to seek answers to two research questions.

1. What are the firm-level determinants of MNCs’ PCSR in emerging economies?

2. How does the MNC’s criticality of locally available resources, the subsidiary’s inter-
national interdependence on the MNC’s network of international operations, and the
subsidiary’s local ties to managers of related business and policymakers influence its
PCSR activities?

We focus on India as our research context because, first, several scholars have emphasized
the role of CSR in India as one of the important mechanisms for engaging in policy discus-
sions with external stakeholders, labor unions and government agencies (Gautam & Singh,
2010), promoting development in areas of interest to policymakers (Shrivastava &
Venkateswaran, 2000), avoiding negative perceptions of corporate actions by the media and

other environmental groups (Nambiar & Chitty, 2014), and improving overall public relations



(Dhanesh, 2012). Recently, the Indian government mandated that all companies must spend
2% of their net profit on social development, and this requirement is expected to increase the
estimated annual CSR spending from £0.6 billion to £1.8 billion (Guardian, 2014). Thus, we
suggest that there is a relatively greater involvement of firms in undertaking PCSR activities
in India compared to in other emerging economies. Second, although India is classified as an
emerging economy that attracts high levels of foreign direct investment, several resources
critical to MNC:s still remain under government control (UNCTAD, 2014). However, MNCs’
subsidiaries in India have been found to perform better by exploiting local capabilities and
expertise, compared to by transferring resources and capabilities from their global network of
operations (Anand & Delios, 1996; Bjorkman & Budhwar, 2007). MNCs operating in India
are also known to create and exploit their managerial and family ties to other related busi-
nesses and to policymakers to manage their external dependencies and to improve their fi-
nancial performance (Upadhya, 2004). Thus, India provides a very good setting to conduct
this research, given that we expect a high level of variability with regard to both MNCs’ in-

volvement in PCSR and the factors that, we argue, affect MNCs’ involvement in PCSR.

The remainder of the paper is structured as follows: we start with a brief review of the litera-
ture on political CSR, resource dependence, and institutional theory to subsequently develop
hypotheses linking the criticality of local resources, international interdependence, and mana-
gerial ties to foreign firms’ PCSR activities in emerging economies. We then explain the data
basis and measures used in our study before presenting the findings. This section is followed
by the discussion of our findings and a conclusion that highlights the contributions to re-

search and worthwhile areas for future research.



LITERATURE REVIEW

Political Motivations of MNCs” CSR Activities

Scholars of CSR have been examining the “political’ connotations of MNCs” CSR activities
for an extended period of time. For example, the corporate citizenship literature examines the
‘citizenship behavior’ of firms and its implications in situations of government failure
(Matten & Crane, 2005). It is argued that when firms assume public responsibilities, they can
gain access to multiple stakeholders. The ‘extended corporate citizenship’ concept further
suggests that firm-level CSR strategies should be developed to address public problems in the
absence of either effective governmental infrastructure or processes, enabling organizations
to gain legitimacy (Valente & Crane, 2010). However, much of the empirical research on
corporate citizenship has been based on local firms’ activities in their domestic market. The
need to engage in citizenship activities is further important for firms in an international con-
text where greater ‘liabilities of foreignness’ (Kostova & Zaheer, 1999) increase the costs of
conducting business and demand greater legitimacy building (Strike, Gao, & Bansal, 2006).
In this context, scholars have suggested that, while operating internationally, there is an in-
creasing need for MNCs to engage in CSR activities that are aligned with the interests of lo-
cal government agencies, local environmental organizations and international organizations
that affect business regulation and policy (Drahos & Braithwaite, 2001). Simultaneously,
MNCs that operate in a global context pose an increasing need to become important political
actors by leveraging their CSR practices and to participate in global governance (Palazzo &
Scherer, 2006; Palazzo & Scherer, 2008; Scherer & Palazzo, 2007, 2011). CSR activities that
involve collaborations with global NGOs (such as Greenpeace) and global governance actors
(such as the United Nations Global Compact and the International Standards Organization)

have enabled MNCs to share best practices and address global issues, such as reducing car-



bon emissions for the fight against climate change and to develop and implement global

codes of conduct and product quality standards (Baur & Schmitz, 2012; Richter, 2011).

Linkages between CSR and CPA

Second, there has been a growing interest in examining the explicit linkages between CSR
and corporate political activity (CPA) (Hond, Rehbein, Bakker, & Lankveld, 2013; Rehbein
& Schuler, 2013). Although CPA has been predominantly separated from CSR in past re-
search, implicit links have pre-existed, such as in the concepts of ‘constituency building’
(Hillman & Hitt, 1999), ‘business diplomacy’ (Saner, Yiu, & Sgndergaard, 2000) and ‘public
affairs management’ (Baysinger & Woodman, 1982; Berg & Holtbriigge, 2001; Griffin &
Dunn, 2004; Meznar & Nigh, 1995). In this context, firms have been known to undertake col-
laborations with NGOs, provide press conferences on their position on specific social issues,
sponsor employees’ education and healthcare, undertake advocacy advertising in the media
and mobilize grassroots programs. Scholars have suggested that greater alignment between
CSR and CPA has led to improved stakeholder relations for MNCs (Waddock & Smith,
2000) and has increased the scope of developing ties with political allies (Wang & Qian,
2011). Within this context, empirical studies, although limited to the tobacco industry, have
provided evidence of firms’ provision of philanthropic donations to engage in strategic rela-
tionship building with external stakeholders, such as labor unions and minority groups
(McDaniel & Malone, 2009; Yang & Malone, 2008) and to neutralize opposition to their
products (Fooks, et al., 2013). Such firms have also engaged in constructive dialogues with
external constituents that reduced unfavorable opposition to their operations (Fooks, et al.,
2013; Fooks & Gilmore, 2013). Despite the valuable insights provided by these studies, we
suggest that, to date, scholars have not examined the firm-level determinants of PCSR at

MNCs’ subsidiary levels, particularly within the context of emerging economies.



HYPOTHESES DEVELOPMENT
We combine insights from three bodies of literature to explain how firm-level determinants

affect the extent to which firms engage in PCSR activities.

Resource Criticality and MNC subsidiaries’ PCSR in Emerging Economies

Resource dependence theory (RDT) emphasizes that organizations depend on resources from
their environment, which consists of the society in general, other businesses, interest groups
and the government (Pfeffer & Salancik, 1978). External stakeholders appear powerful to
firms because they can constrain firms’ access to critical resources and subsequently affect
their survival (Galaskiewicz, 1985; Malatesta & Smith, 2011). RDT provides several mecha-
nisms to reduce external dependence on critical resources. These include diversification, in-
terlocking directorates, collective action and individual political action (Pfeffer & Salancik,
1978). We suggest that PCSR may also be an important mechanism for reducing external de-
pendence on critical resources, particularly within the context of emerging economies, for the
following reasons.

First, within the context of emerging economies, various scholars have emphasized the criti-
cality of local resources (such as low-cost labor and natural resources, networks and relation-
ships with local businesses, and local reputation) to MNCs operating in these markets
(Meyer, et al., 2009; Peng & Luo, 2000; Peng, Wang, & Jiang, 2008). Furthermore, in emerg-
ing economies (compared to in developed countries), MNCs’ continued access to these re-
sources is more likely to be controlled by various external stakeholders, including regulatory
and environmental agencies, business groups, and non-governmental organizations
(Hoskisson, Eden, Lau, & Wight, 2000). External resource access is also a greater source of
uncertainty for MNCs operating in the context of emerging economies due to the relatively
weaker institutional frameworks or institutional voids in emerging economies (Meyer, et al.,

2009; Peng, et al., 2008; Rettab, et al., 2009). PCSR activities embedded in activities such as
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the formation of coalitions with environmental and social groups, public relations advertising
in the media on social issues, and the mobilization of grassroots programs increase the scope
of “discursive processes’ between firms and their societal stakeholders (Rasche & Esser,
2006) and allow MNCs to gather the interests of local communities and environmental stake-
holders (Scherer & Palazzo, 2007). Through such processes, MNCs in emerging economies
can extend their corporate citizenship to support external stakeholders (including the gov-
ernment) in shaping the lives of communities that may be affected by MNCs’ access to re-
sources (Arora, Kazmi, & Bahar, 2012). Thus, by using PCSR, MNCs can better manage
stakeholders’ perceptions with regard to MNCs’ resource access and effectively communicate
their CSR activities to a variety of external stakeholders, including the government (Rettab, et
al., 2009). Engaging in PCSR may eventually increase external stakeholders’ trust in MNCs
and enhance their local reputation, while allowing them to gaining access to important re-
sources.

Second, although larger MNCs with greater bargaining power are likely able to buffer the
uncertainty of access to local resources in emerging economies and to have greater scope ac-
cessing local resources, over time, MNCs’ resources in emerging economies may become a
source of ‘obsolescing bargain’ (Dauvergne & Lister, 2010; Meznar & Nigh, 1995). This de-
velopment will eventually reduce MNCs’ bargaining power vis-a-vis external stakeholders in
emerging economies and will require MNCs to align their activities with the interests of ex-
ternal stakeholders (Boddewyn & Doh, 2011). A greater cohesion between MNCs and exter-
nal stakeholders in emerging economies, reflected in the adoption of PCSR, allows MNCs to
‘neutralize’ the effects of such declining political capital (Fooks, et al., 2013; Sykes & Matza,
1957). By adopting CSR activities that are better synchronized with the interests of political

stakeholders, for instance, by exploiting government policy arrangements with regard to so-
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cial and economic development, MNCs in emerging economies can enhance their political

legitimacy (Zhao, 2012).

For instance, Coca-Cola is critically dependent on access to ground water in its local envi-
ronments and is thus affected by any regulation that restricts its use of water (Taylor, 2000).
In 2004, local officials in the Indian state of Kerala asked for the closure of one of Coca-
Cola’s bottling plants because it reduced the quantity of water available to local farmers. Alt-
hough the High Court of Kerala overturned the decision of local officials (Hills & Welford,
2005), in due course, Coca-Cola seems to have adopted a PCSR approach in India, reflected
in its establishment of the ‘Anandana’ — a foundation that focuses on water sustainability is-
sues in India (Coca-Cola, 2012). This action also enables it to manage on-going issues over
its access to ground water in India. Therefore, we suggest that, when local resources in
emerging economies are critical to MNCs, uncertainty over access to these critical resources

can be reduced through the use of PCSR.

Hypothesis 1: The likelihood of MNCs’ subsidiaries to adopt PCSR in emerging
economies increases with the extent to which local resources are critical to the sub-

sidiaries.

International Interdependence and MNC subsidiaries’ PCSR in Emerging Economies

International interdependence has been defined as the extent to which the outcomes of a for-
eign subsidiary are influenced by the actions of another unit (subsidiary or headquarters) of
the MNC operating in a different country (O’Donnell, 2000). A subsidiary’s international in-
terdependence is likely to stem from an MNC’s strategy of global integration vs. local re-
sponsiveness (Bartlett & Ghoshal, 2002; O’Donnell, 2000; Roth & Morrison, 1990). Scholars

have suggested that MNCs that focus on global integration derive their international competi-
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tiveness from resources and capabilities developed at subsidiary levels and the effective
transfer of these resources and capabilities across the MNC’s network of international opera-
tions (Meyer & Su, 2014; Subramaniam & Watson, 2006). Thus, among globally integrated
MNCs, country-level subsidiaries often provide vital inputs to other foreign subsidiaries or to
the headquarters. Such increased interdependence among international subsidiaries impacts a
focal subsidiary’s external dependence on a host country’s local resources (O’Donnell, 2000;
Subramaniam & Watson, 2006) and has been known to affect the governmental affairs activi-
ties of subsidiaries (Blumentritt & Rehbein, 2008). We suggest that this will consequently
affect the extent to which subsidiaries will participate in PCSR activities in emerging econo-
mies for the following reasons.

First, scholars have suggested that, in general, when MNCs are exposed to higher levels of
interdependence, there is the risk that problems encountered by one subsidiary may have a
‘domino effect” and can cause serious problems for the MNC as a whole (Hillman and Wan,
2005). For this reason, at higher levels of interdependence, subsidiaries have greater pressure
to secure host country resources that may be critical for the effective functioning of the MNC
as a whole. This pressure (and risk) may be higher for subsidiaries that operate within the
specific context of emerging economies because, in these economies, the resources and capa-
bilities that MNCs can tap into for their successful global functioning are available at a lower
cost; however, due to institutional idiosyncrasies in these economies, access to these re-
sources may be constrained by a variety of social and political stakeholders (Meyer and Su,
2014). Engaging in PCSR enables foreign subsidiaries to increase their legitimacy in emerg-
ing economies and allows them to gain access to critical resources controlled by stakeholders.
Thus, by adopting PCSR, highly interdependent subsidiaries may reduce the risk that the

MNCs’ global operations will be affected due to a lack of access to such vital resources in
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emerging economies (Boddewyn & Doh, 2011). Subsequently, subsidiaries with greater de-
grees of international interdependence will pursue PCSR to a greater extent.

Second, subsidiaries that are highly interdependent on other foreign subsidiaries or the MNC
headquarters are likely to have more complex organizational structures than subsidiaries that
are less interdependent (O’Donnell, 2000). To reduce this complexity, highly interdependent
subsidiaries are expected to maintain a higher level of ‘internal legitimacy’, defined as the
acceptance and approval of a subsidiary’s actions by other subsidiaries and by the parent firm
or MNC headquarters (Kostova & Zaheer, 1999). Therefore, highly interdependent subsidiar-
ies are likely to be characterized by a greater ethnocentricity of organizational values and
norms (O’Donnell, 2000). In emerging economies, due to the absence of legitimate mecha-
nisms and frameworks for business-government interaction, mechanisms such as creating and
managing direct relationships with state officials may increase an MNC’s ‘external legitima-
cy’ within the host country. However, such activities may be linked to corruption and may
have adverse effects on MNCs’ global reputation and values, ultimately having a negative
effect on the subsidiary’s internal legitimacy within the MNC as a whole (Li, Zhou, et al.,
2008). Alternatively, due to their relatively ethical nature, PCSR activities may be more de-
sirable to protect their organizational values and norms at higher levels of interdependence
among an MNC’s subunits.

For instance, technology firms such as IBM, Cisco and Microsoft critically depend on skilled
workers available at a lower cost in India to develop their products and services for a global
market. Additionally, they also depend on their global reputation and must therefore engage
ethically with external stakeholders in India. Therefore, these companies collaborate with a
variety of development agencies such as the CDAC (Centre for Development of Advanced

Computing) and provide education and training on advanced technologies, which helps en-
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sure a sustained supply of specialized skilled labor (Aggarwal, 2008), indicating the use of
PCSR. Accordingly, we formulate the following hypothesis:
Hypothesis 2: The likelihood of MNCs’ subsidiaries to adopt PCSR activities in
emerging economies increases with the extent to which the focal subsidiary (within
the emerging economy) is interdependent on the MNC’s headquarters and other for-

eign subsidiaries.

Managerial Ties and MNC subsidiaries’ PCSR in Emerging Economies
First, according to institutional theory, firms that operate in international markets need to
conform to the ‘rules of the game’ (North, 1996) to gain legitimacy and reduce their ‘liabili-
ties of foreignness’ (Kostova & Zaheer, 1999). According to the strategic approach to seeking
legitimization, firms need to ‘adopt managerial perspectives instrumentally to manipulate and
deploy evocative symbols in order to garner societal support’ (Suchman, 1995, p. 572). An
important instrument of seeking legitimacy in emerging economies has been the development
of managerial ties not only with political stakeholders but also with related businesses such
as suppliers, key customers, marketing collaborators and technological collaborators (Li,
Poppo, et al., 2008; Luo, 2001; Peng & Luo, 2000; Sheng, et al., 2011). Managerial ties in-
crease the scope for MNCs’ subsidiaries to continuously interact informally with policymak-
ers and local communities, which they can use to share each other’s best practices and learn-
ing experiences, particularly on issues such as compliance to licenses, software piracy or use
of child labor (Bennett, 1995, 1998; Boddewyn, 2007).

Second, combining institutional theory with the notions of social capital (Nahapiet &
Ghoshal, 1998), we suggest that, in emerging markets, engaging in PCSR activities requires
MNCs to embed deeply within the complex governance of these countries’ structures, which

consist of government actors, businesses with high bargaining power, and other social and

15



environmental groups. Managerial ties facilitate such embedding and enable MNCs to under-
stand ‘situational’ needs (Berg & Holtbriigge, 2001) and to initiate specific CSR programs.
More specifically, managerial ties with policymakers also help MNCs’ subsidiaries to gain
information on state-backed CSR programs and meet the state’s need in areas of policy pri-
ority (Zhao, 2012), and such information may not be available locally in emerging markets
(Dubini & Aldrich, 1991). Therefore, we suggest that MNCs’ subsidiaries that cultivate
stronger ties with local managers are better able to initiate PCSR programs that may be used
to either influence future public policy or gain from existing government schemes in emerg-
ing economies, as already found in some recent research (e.g., Zhao, 2012). Overall, we sug-
gest the following:

Hypothesis 3: The likelihood of MNCs’ subsidiaries to adopt PCSR activities in

emerging economies increases with the extent to which the subsidiaries have devel-

oped local managerial ties in these economies.

METHODOLOGY

Data and Sample

Our data was collected through a web-based questionnaire survey of the top managers
(CEOs, Managing Directors or Country Managers) of foreign subsidiaries operating in India.
We obtained the “India MNC Directory 2011-12” from Amelia Publications; it provided the
contact information for the top managers of over 3000 firms. The directory included contacts
for both (1) partly or wholly foreign-owned companies in India and (2) Indian firms that have
overseas operations. The foreign-owned companies were headquartered in nine countries (the
USA, the UK, Australia, Germany, the Netherlands, Italy, Malaysia, Sweden and Switzer-
land). We decided to exclude subsidiaries in which the foreign partner held less than 25% of

the equity because, in such subsidiaries, foreign partners may have less control over the sub-
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sidiary’s decisions such as those related to CSR (Delios & Beamish, 1999). We also excluded
subsidiaries with incomplete contact details. This left us with a list of 1910 foreign firms,
each of which, in 2011, received a link to our web-based questionnaire via email. A very
large number (900) of emails could not be delivered and *bounced’, indicating that only 1010
emails were successfully delivered. After email and telephone follow-ups over a three-month
period, 120 responses were obtained. We excluded fifteen responses due to missing data, re-
sulting in 105 usable responses (10.24%). The response rate was low due to the sensitivity of
the questions asked, although this rate is similar to prior research on similar topics such as
public affairs and political activities (e.g., Griffin & Dunn, 2004; Keillor, Boller, & Ferrell,
1997; Puck, Rogers, & Mohr, 2013). In addition, the survey was conducted at a time when
the Anna Hazare-led anti-corruption movement had gained momentum in India (Sengupta,
2012), which may have further reduced firms’ willingness to provide information on their

political strategies. Table 1 shows the distribution of the MNCs in our sample by home coun-

try.

*** |nsert Table 1 about here ***

Measures

To measure MNCs’ PCSR as our dependent variable, we asked survey participants to indicate
the level of importance of three activities: 1) public relations advertising in the media on spe-
cific issues related to policy; 2) mobilizing grassroots political programs (such as organizing
demonstrations, signature campaigns, using social networks to organize communities etc.);
and 3) forming coalitions with other organizations not in their horizontal or sectorial trade
associations (such as with environmental groups and social groups). We used a five-point

Likert-type scale (a = 0.80, see appendix for items). These items closely match the activities
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that define firms” PCSR (Rehbein & Schuler, 2013; Scherer & Palazzo, 2007), and therefore,
we suggest that our measure provides a valid and reliable indicator of PCSR.

To measure resource criticality as our first independent variable, we first measured the level
of importance that MNCs placed on nine resources (finance, land, up-to-date production ma-
chinery, unskilled workers, semi-skilled workers, raw materials, technological know-how,
highly skilled employees, and reputation), following Srivastava, Fahey and Christensen
(2001). We then conducted a confirmatory factor analysis and found that these resources
neatly fell into two categories: tangible (land, up-to-date production machinery, unskilled
workers, and raw materials) and intangible (technological know-how, highly skilled employ-
ees, and reputation). We dropped two items (finance and semi-skilled workers) due to their
low item-to-total correlation ratios. Thus, our overall resource criticality was measured using
seven items (see appendix). We took the average of the four items related to (1) tangible re-
source criticality (o = .826) and (2) intangible resource criticality (oo = .701) to measure the

resource criticality associated with tangible and intangible resources.

To measure a subsidiary’s international interdependence, we used the constructs previously
suggested by Subramaniam and Watson (2006) and O’Donnell (2000). We used four items to
measure the extent to which other foreign subsidiaries and headquarters influence the out-
comes of the subsidiary, using a 5-point Likert scale (0. = 0.71, see appendix for items).

To measure managerial ties, we used the survey items suggested in previous studies by
Sheng, et al. (2011) and Peng and Luo (2000). We asked survey participants about their per-
sonal relationships with: 1) officials in various levels of government; 2) regulatory and sup-
porting organizations, such as tax bureaus, state banks and commercial administration bu-
reaus; 3) supplier firms; 4) customer firms; 5) competitor firms; 6) marketing-based collabo-

rators; and 7) technological collaborators. We then separated these into two types, (1) politi-
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cal ties (a. = 0.88) and (2) business ties (a. = 0.61), based on the connections with political de-
cision makers and other related businesses.

We controlled for various factors that have been shown to affect MNCs’ PCSR in host coun-
tries. These included subsidiary size (McWilliams & Siegel, 2001; Udayasankar, 2008),
measured by the number of employees; subsidiary age, measured by the number of years the
subsidiary has been operating in India; industry type (Cottrill, 1990), coded as a dummy for
manufacturing (0) and services (1); and local ownership, measured by the percentage of as-
sets owned by the foreign parent or partners in the Indian subsidiary. Given the importance
that prior research has attributed to institutional factors in affecting firms’ choice of approach
to CPA, we also controlled for the institutional distance between India and the foreign firms’
home country. In line with past research (e.g., Dikova, 2009), this factor was measured using
the differences in the scores for government effectiveness, political stability, regulatory quali-
ty, rule of law and control of corruption obtained from the World Bank’s worldwide govern-
ance index.

To avoid common method bias, we used several ex ante measures during the design of our
questionnaire (Chang, van Witteloostuijn, & Eden, 2010). We adjusted the questionnaire
items to use terms that were familiar to Indian managers to minimize ambiguity. During the
questionnaire administration, we also assured the respondents of their confidentiality and an-
onymity and highlighted that there are no right or wrong answers. We also used two ex post
approaches to check for potential common method bias. First, we used Harman’s single fac-
tor test (Podsakoff, Mackenzie, & Lee, 2003). We found that seven factors accounted for
68.9% of the variance and that the highest factor accounted for 19.8% of the total variance,
which did not indicate common method bias. Second, following Lindell and Whitney (2001),
we also used the partial correlation procedure, using a marker variable (managerial autono-

my) that was not related to either resource dependence or PCSR and that therefore could be
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used to measure the extent of common method bias. This variable was not significantly asso-
ciated with any of our variables, and the theoretical relationships among the variables of in-
terest were not affected, supporting the absence of common method bias.

*** |nsert Table 2 about here ***

We also checked for a potential non-response bias by comparing the responses of “early” re-
spondents (first 30 responses) and “late” respondents (last 30 responses) using the extrapola-
tion test (e.g., Armstrong & Overton, 1977; Keillor & Hult, 2004). This method assumes that
late respondents are similar to projected non-respondent and that their responses may be sig-
nificantly different from those of the early respondents. We conducted pairwise comparisons
between the means of early and late respondents for our dependent and independent variables
(i.e., PCSR, resource criticality, subsidiary interdependence and managerial ties). We found
that (see table 2) there were no significant differences (p > 0.1) between the responses of the

early respondents and the late respondents, indicating that a non-response bias did not exist.

RESULTS
Table 3 provides the means, standard deviations (SD) and correlations. Although there were
some correlations among our independent variables (see table 1), these were very low, and
therefore, multicollinearity was not considered to be an issue. The means and SDs of the pre-
dictor variables indicate a good representation of firms with both high and low levels of re-

source importance, managerial ties and international subsidiary integration.

*** |nsert Table 3 about here ***

We used linear multiple regression to test our hypotheses. Table 4 shows the regression re-

sults.

*** Insert Table 4 about here ***
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Model 1 shows the baseline model with the control variables only. Of the control variables,
firm size appears to have a very small but statistically significant and positive effect on firms’
PCSR (p < .01). This result indicates that large MNCs are more likely to engage in PCSR
compared to smaller MNCs in India. Local ownership also appears to have a small but statis-
tically significant and positive effect on firms’ PCSR (p < .05). This finding indicates that
subsidiaries that had greater local shareholding were more likely to engage in PCSR com-
pared to subsidiaries that had greater foreign shareholding.

In Model 2, we add the predictor variables to the baseline model. The results of model 2 (see
table 4) show a significant positive relationship (p <.01) between resource criticality and
PCSR, which supports our first hypothesis. Our second hypothesis, which suggested a posi-
tive association between a subsidiary’s international interdependence and PCSR, is not sup-
ported by our data. Hypothesis 3, which suggested a positive association between managerial
ties and the firms’ extent of PCSR, is partially supported. The results show that subsidiaries’
political ties have a significant (p < .05) association with PCSR; but business ties do not have
a significant association with PCSR. Thus, our results provide support for two of our three

hypotheses.

DISCUSSION
Our study contributes to the emerging notion of PCSR (Detomasi, 2008; Scherer & Palazzo,
2007, 2011). We extend the findings of prior empirical studies on the firm-level determinants
of PCSR, such as firms’ dependency on specific stakeholders (e.g., minority groups and labor
unions) (McDaniel & Malone, 2009; Yang & Malone, 2008) and their need to re-gain politi-
cal authority, shape favorable regulation and neutralize opposition by external stakeholders
(Fooks, et al., 2013; Fooks & Gilmore, 2013). Although these studies have examined the

firm-level determinants of PCSR within the context of the tobacco industry, we extend this

21



research by examining the firm-level determinants of PCSR across a variety of industries and
in the context of an emerging economy (i.e., India). We also contribute to the findings of pre-
vious studies that have focused on firms’ need to gain legitimacy while operating in an inter-
national context (particularly in emerging economies) through their PCSR activities
(Beddewela & Fairbrass, 2015; Rettab, et al., 2009; Zhao, 2012). Although these studies have
focused on the institutional context of emerging economies, such as the lack of effective
communication channels and effective business-government interfaces, necessitating the
adoption of PCSR, our findings reveal the influence of ‘resource dependency’ conditions that
require MNCs to align their CSR activities with the interests of external stakeholders (Baur &
Schmitz, 2012; Boddewyn & Doh, 2011; Meznar & Nigh, 1995).

First, we find a strong positive association between MNC subsidiaries’ resource criticality in
India and their adoption of PCSR. We also find that this relationship is significant for re-
source criticality associated with both tangible and intangible resources. The support for hy-
pothesis 1 shows that, in India, MNCs that assume greater criticality of locally available re-
sources are more likely to adopt PCSR as a means of reducing the uncertainty over access to
resources that are critical for their operations. In this regard, our results extend the findings of
previous studies that have indicated the use of PCSR as a means of overcoming the con-
straints associated with external dependence on favorable regulation for firms’ operations
(Fooks, et al., 2013; Fooks, et al., 2011). Our findings also support the arguments of prior
studies that have suggested that PCSR enables MNCs in emerging economies to better com-
municate the worthiness of their actions in accessing critical local resources to a variety of
external stakeholders and the PCSR helps change external stakeholders’ perceptions of
MNCs’ access to local resources (Child & Tsai, 2005; Rettab, et al., 2009). By highlighting
the role of resource dependency on firms’ PCSR activities, we also contribute to existing

studies on the political activities of firms, such as ‘constituency building’ (Hillman, 2003;
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Hillman & Wan, 2005), ‘business diplomacy’ (Saner, et al., 2000), and ‘public affairs man-
agement’ (Baysinger & Woodman, 1982; Berg & Holtbriigge, 2001; Griffin & Dunn, 2004,
Meznar & Nigh, 1995).

Second, our study contributes to explaining the link between a subsidiary’s international in-
terdependence (O’Donnell, 2000; Subramaniam & Watson, 2006) and the adoption of PCSR.
We argued that subsidiaries in emerging economies that are highly interdependent on the
MNC’s headquarters and other foreign subsidiaries are more likely to adopt PCSR due to
their increased levels of local resource criticality and due to the relatively ethical nature of
PCSR, enabling a greater ethnocentricity of values and norms across the MNC’s global oper-
ations. However, our empirical evidence does not support our argument (i.e., hypothesis 2).
There may be several reasons for the unexpected statistical insignificance of this relationship
in our findings. It has been noted that the relationship between subsidiaries’ interdependence
on the MNC’s network of global operations and the political activities it adopts in individual
host countries can be complex (Blumentritt, 2003; Blumentritt & Nigh, 2002). Scholars have
suggested that a focal subsidiary’s ability to influence the host government to continually
procure local resources for the MNC’s global operations depends on the MNC’s bargaining
power vis-a-vis the host government (Blumentritt & Rehbein, 2008; Moon, 1988). Further-
more, a subsidiary’s extent of local resource criticality within a host country and its subse-
quent involvement in PCSR may vary depending on whether the subsidiary provides vital
outputs from its operations in the focal host country (e.g., manufactured products or raw ma-
terials) or on whether it gains vital inputs to its operations from other foreign subsidiaries
(e.g., strategic practices, technologies) (Mascarenhas, 1984)%. Alternatively, scholars have
also suggested that, for more interdependent subsidiaries, other subsidiaries may act as alter-

native sources of supply, thus reducing dependence on resources within a specific host coun-

! We thank one of our anonymous reviewers for noting this issue.
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try (Casciaro & Piskorski, 2005; Malatesta & Smith, 2011). In this context, the levels of local
resource criticality for highly interdependent subsidiaries may be lower, and therefore, they
may be less likely to adopt PCSR. However, we suggest that this alternative hypothesis war-
rants further research.

Third, we find partial support for our argument (hypothesis 3) regarding the role of manage-
rial ties for the extent to which firms adopt PCSR. Based on institutional and social capital
perspectives, we argued that, in emerging economies, informal managerial linkages to both
local businesses (business ties) and political stakeholders (political ties) enable foreign sub-
sidiaries to embed in the complex governance structures of these economies and to become
better equipped to adopt PCSR programs that are aligned with the interests of their related
businesses and political stakeholders (Rizopoulos & Sergakis, 2010; Sun, et al., 2010; Zhao,
2012). We find a significant positive association between subsidiaries’ political ties and the
extent to which they adopt PCSR; however our empirical findings do not show a significant
association between business ties and the extent to which they adopt PCSR. Thus, although
our findings do not support the relationship between business ties and PCSR as expected,
they further highlight the inextricability of CPA and CSR, particularly in the context of
emerging economies. In this context, our findings suggest that firms’ political ties may be
aligned with their CSR activities, which is similar to the findings in certain recent studies

(Fooks, et al., 2013).

Finally, the findings from our control variables further enhance the findings of past studies
conducted in India that showed that CSR was only a consideration among the large firms in
the corporate sector (Khan, 1981; Khan & Atkinson, 1987; Krishna, 1992). Our findings
show a small but significant (p < 0.1) association between firm size and PCSR, allowing us to
suggest that engaging in PCSR is an expensive activity and therefore large firms with greater

resources are better equipped to employ PCSR, as previously suggested (McWilliams &
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Siegel, 2001; Udayasankar, 2008). Our findings also show a strong significant association
between the industry and the extent to which subsidiaries use PCSR. In this regard, our study
finds that firms that belong to the “services’ sector are more likely to adopt PCSR than those
in the “‘manufacturing’ sector. Because the services sector in India is being increasingly regu-
lated (e.g., retail and banking and financial services), our findings extend prior insights that
have highlighted the role of industry regulation on PCSR (Fooks, et al., 2013; Hillman &
Hitt, 1999; Sadrieh & Annavarjula, 2005). Our findings also show a small but significant as-
sociation between local ownership and PCSR, indicating that foreign subsidiaries character-
ized by greater local ownership are more likely to engage in PCSR. However, we do not find
evidence of a direct association between institutional distance between the subsidiary’s home
country and host country (India) and the extent to which it adopts PCSR, although, based on
prior research, we expected that the differences in regulatory environments increase MNCs’
adoption of PCSR as a means of overcoming their liabilities of foreignness and gaining local
legitimacy (Kostova & Zaheer, 1999). We suggest that this issue is an interesting question

that warrants further research.

CONCLUSIONS
In our study, we investigated the firm-level determinants that influence the adoption of PCSR
in emerging economies. Combining resource dependence theory (RDT), institutional theory
and social capital perspectives, we identified three factors that affect the extent to which
MNCs may be likely to adopt PCSR in emerging economies. More specifically, we investi-
gated the extent to which the criticality of local resources, subsidiaries’ international interde-
pendence and managerial ties influence MNCs’ PCSR in these newly liberalized markets. In
doing so, we contribute to the growing literature on PCSR (Detomasi, 2007, 2008; Scherer &

Palazzo, 2007, 2011) and the integration between CSR and CPA (Hond, et al., 2013; Rehbein
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& Schuler, 2013). By investigating the political role of CSR activities, we also extend the
previous research on the political activities of firms anchored in RDT (e.g., Dieleman &
Boddewyn, 2012; Meznar & Nigh, 1995), which, to date, has focused on the distribution of
bargaining power between MNCs and host governments (Eden & Molot, 2002; Ramamurti,
2001). By using resource dependence theory as a theoretical anchor, we also respond to the
call for a better integration of the insights provided by this theory into the literature on CPA
(Hillman, et al., 2009). The previous research based on RDT has identified various methods
for managing a firm’s external dependence on critical resources, such as diversification, inter-
locking directorates, collective action and individual political action (Pfeffer & Salancik,
1978, 2003). We contribute to this on-going discussion in RDT by suggesting the use of CSR
as a method for managing external dependence on critical resources. We suggest that, by us-
ing PCSR activities, MNCs in emerging economies will be more likely to ensure continued

access to critical external resources.

Our findings also have a number of important managerial implications for MNCs conducting
business in India. Prior research has shown that the perceptions of CSR in India have been
changing from passive philanthropy (Khan & Atkinson, 1987) and the use of CSR as a means
of gaining short-term benefits such as tax exemptions (Narwal & Sharma, 2008) to a greater
understanding of its role in long-term corporate brand development and improving financial
performance (Mishra & Suar, 2010). Simultaneously, perceptions of corporate attempts to
influence policymaking in India have also been progressing from exploiting family and other
informal connections to the establishment of legitimate mechanisms for the business-
government interface, such as the Federation of Indian Chambers of Commerce and Industry
(FICCI) and the Associated Chambers of Commerce (Assocham) (Kochanek, 1996; Mohan,

2001). However, several resources crucial to MNCs that operate in India continue to remain
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tightly controlled by external stakeholders such as the government and its regulatory agencies
(Kozhikode & Li, 2012). In this context, first, our study shows that the integration of CSR
and CPA can be a means of reducing the uncertainty over accessing critical external re-
sources controlled by various stakeholders. Such integration achieved through the adoption of
PCSR can also be used to safeguard critical resources such as reputation and credibility. Sec-
ond, various studies have also indicated the importance of managerial ties to policymakers in
India as a means of addressing institutional voids such as information asymmetries and re-
source access (Upadhya, 2004). In this context, our findings on the positive association be-
tween MNCs’ political ties and the adoption of PCSR show that on-going interactions with
external stakeholders (vs. one-off interactions when specific issues arise) enable firms to bet-
ter understand the specific needs of local communities and to align their CSR programs with
such needs.

There are a number of limitations to this study that open new avenues for further research on
the political orientation of CSR activities in emerging economies. First, we recognize that our
measure of PCSR includes a fairly small number of activities among a larger set presented
more recently in the literature. For instance, Detomasi (2008) suggests that PCSR may also
include MNCs’ collective action, i.e., participating in sub-national trade associations and ac-
tivism. Although our measure of PCSR includes MNCs’ collaborations with governance ac-
tors at a national level, it does not account for MNCs’ involvement at a sub-national level,
such as the needs of provinces with regard to economic development, which may potentially
influence MNCs’ PCSR at a sub-national level. Our measures also exclude MNCs’ engage-
ment with global governance actors such as the United Nations Global Compact, World
Trade Organization, International Monetary Fund and World Bank. Future research may
therefore include additional measures of PCSR that focus on sub-national and global con-

texts. A second limitation of this research is the relatively small sample size, which limits the
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statistical analysis to direct effects. Because the mechanisms that lead firms to adopt PCSR
may be complex, a larger sample may have increased the possibility of accounting for poten-
tial moderating effects. For instance, a subsidiary’s international interdependence may poten-
tially moderate the relationship between resource criticality and the involvement of firms in
PCSR?. Our questionnaire included questions on both CSR-based and non-CSR political ac-
tivities, and because asking questions on political activities is highly sensitive, the inclusion
of these types of questions may have affected the sample size and response rate. Although we
did not find evidence of a non-response bias, a higher response rate reduces the chances of
such bias in survey research (Kanuk & Berenson, 1975). In the future, questionnaire surveys
may be dedicated to PCSR to have a larger sample size and a higher response rate. Third,
given that prior studies have highlighted the importance of PCSR for specific industries, e.g.,
tobacco (Fooks, et al., 2013; Tesler & Malone, 2008), our classification of industries as
manufacturing or services provides limited insights. Again, due to our smaller sample size,
we could not account for the effects of a greater variety of industries. This issue may be a
worthwhile avenue for future research to explore. Finally, due to differences in political envi-
ronments across emerging economies, our empirical evidence from India limits the generali-
zability of the determinants that increase MNCs’ involvement in PCSR. Simultaneously, our
firm-level determinants (based on resource dependence theory) — particularly resource criti-
cality and international subsidiary dependence — can also be argued to affect PCSR in the
context of industrialized countries. Therefore, some worthwhile areas for future research may
be to identify the differences in the firm-level factors that affect PCSR in a number of emerg-
ing economies and also to compare the firm-level determinants of PCSR in emerging vs. in-

dustrialized countries. Despite these limitations, we suggest that our study enhances our un-

2 We thank one of our anonymous reviewers for noting this issue.
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derstanding of the MNCs’ PCSR in emerging economies and addresses the growing need for

a greater appreciation of the intersection between CSR and CPA.
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TABLES

Table 1: Home Country Representation of Firms

Firms’ home country  Firms Percentage of total firms

Australia 3 2.86
Germany 24 22.86
The Netherlands 4 3.81
Italy 8 7.62
Malaysia 4 3.81
Sweden 4 3.81
Switzerland 6 571
United Kingdom 8 7.62
United States of America 31 29.52
Unknown 13 12.38
Total sample 105 100

Table 2: Differences between Respondents and Non-respondents

Means and Standard Deviations

Variable Early Respondents Late Respondents
2.2111 1.9667
e (1.04123) (1.01464)
Resource Criticalit 3.3422 2.9593
’ (83638) (84443)
International Interdependence 3.1500 3.0083
P (61448) (58163)
Managerial Ties 3.3450 3.4800
’ (.70825) (.46118)
N 30 30

Standard Deviations in parentheses
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Table 3: Means and Correlations

Means SD (1) (2 @ 4 G & O © © 1 «da

(1) PCSR 2.006 1.06 1

(2) Subsidiary size 1969 6775 218" 1

(3) Subsidiary age 1847 1985 .039 .170 1

(4) Industry [1: services] .6095 4902 .165 .191 -.050 1

(5) Local ownership 2759 39.09 2717 -020 .132 -.109 1

(6) Institutional distance 1.599 5942 -208" .056 ~-025 .115 -4007 1

(7) Resource criticality (Tangible) 2566 1.279 375  -045 -035 -3727 198" -142 1

(8) Resource criticality (Intangible) 4088 861 .240° .078 .147 .003 -117 011 155 1

(9) International interdependence 3.133 .6505 .057 -179 -.046 .112 -138 208" -073 .114 1

(10) Managerial ties (Business) 3.861 541 162 .189 .077 -214" 058 -043 202" 159 -048 1
(11) Managerial ties (Political) 3.028 911 3157 .210° 228" -082  .103 -058 .218" .128 -041 4257 1

N=I05, tp<.l, *p<.05, **p<.0I
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Table 4: Linear Regression

Model 1

Model 2

(Standardized coefficients) (Standardized coefficients)

Independent Variables
Resource Criticality

Tangible

Intangible
International interdependence
Managerial Ties

Business Ties

Political Ties

Control Variables
Subsidiary size
Subsidiary age
Industry [1: services]
Local ownership

Institutional distance

Adjusted R-square

F-value

189" [1.069]
-.020 [1.054]
171 [1.056]
235% [1.212]
-141 [1.195]

.096
3.724

:380** [1.312]
161* [1.128]
118 [1.126]

012 [1.328]
191* [1.339]

151t [1.195]

-.048 [1.137]
317%* [1.290]
197* [1.281]
-133 [1.237]

.348
6.561

Variable Inflation Factors (VIFs) In parentheses.

N=105; +p<.1; *p<.05 **p<.01
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APPENDIX

Survey Items

PCSR (Hillman, 2003; Hillman & Wan, 2005) (a = .80)
About specific activities used by your organisation to deal with the Indian government

How important have the following activities been for you to deal with government officials in this country
over the past year? (1: Not at all important, up to 5: Very important)

1. Public relations advertising in the media on specific issues related to policy

2. Mobilizing grassroots political programs (such as organising demonstrations, signature cam-
paigns, using social networks to organize communities etc.)

3. Forming coalitions with other organisations not in your sectoral trade associations (such as envi-
ronmental groups and social groups)

Resource Criticality (Srivastava, et al., 2001)
About the importance of various resources available in India to your organisation

How important are the following for the day-to-day operations of your business? (1: Not at all important,
up to 5: Very important )

Tangible (o = .826)

1. Land (e.g., for construction or agri-businesses)

2. Up-to-date production machinery / equipment

3. Unskilled workers (low cost, minimum wage labour)
4. Raw materials (natural resources)

Intangible (o = .701)

1. Specifically owned patented technology / technological know-how
2. Highly skilled employees (engineers, scientists, doctors, accountants, consultants etc.)
3. Reputation of your company (e.g., product brand names or company name)

International Interdependence (O’Donnell, 2000; Subramaniam & Watson, 2006) (o =.71)
About the interdependence of your organization with headquarters and other foreign subsidiaries

To what extent do you disagree / agree with the following statements (1: Strongly disagree, up to 5:
Strongly agree)
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The activities of headquarters influence our outcomes.
Our activities influence the outcomes of headquarters.
The activities of other foreign subsidiaries influence our outcomes.
Our activities influence the outcomes of other foreign subsidiaries.

Managerial Ties (Peng & Luo, 2000; Sheng, et al., 2011)

About your organisation’s managerial connections

To what extent do you disagree / agree with the following statements? (1: Strongly disagree, up to 5:
Strongly agree)

We have maintained good personal relationships with:

Political Ties (o = .88)

1.
2.

Officials at various levels of government
Regulatory and supporting organizations such as tax bureaus, state banks and commercial admin-
istration bureaus

Business Ties (o= .61)

1.

2
3.
4.
5

Supplier firms in India

Customer firms in India

Competitor firms in India

Marketing-based collaborators in India (e.g. Distributors, Advertisers etc.)

Technological collaborators in India (e.g. Information Systems / Web-service Providers etc.)
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