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Abstract
Are MNEs more socially responsible, and where is this more likely to occur? Are
firms less responsible in emerging or transitional economies, and what impact
does the dominant national corporate governance regime have? We explore
the association between public listing and the existence of a CSR code within
specific institutional settings and assess whether MNEs are any different to their
local counterparts, based on an internationally comparative survey. We find that
listed firms as well as firms from civil law countries are more likely to have CSR
statements. MNEs are also more likely to have CSR statements, independent of
their country of origin. While we find consistent evidence of a correlation between
the existence of a CSR statement and investment in staff training, the correlation
between the former and employee-friendly HRM is weaker.
Keywords: corporate governance, legal institutions, corporate social responsibility (CSR),
MNEs, country of domicile pressures
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CSR

Abstract
Are MNEs more socially responsible, and where is this more likely to occur? Are firms less
responsible in emerging or transitional economies, and what impact does the dominant national
corporate governance regime have? We explore the association between public listing and the
existence of a CSR code within specific institutional settings and assess whether MNEs are any
different to their local counterparts, based on an internationally comparative survey. We find that
listed firms as well as firms from civil law countries are more likely to have CSR statements.
MNEs are also more likely to have CSR statements, independent of their country of origin.
While we find consistent evidence of a correlation between the existence of a CSR statement and
investment in staff training, the correlation between the former and employee-friendly HRM is
weaker.
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1. Introduction
This is a study of the relationship between institutional contexts, dominant corporate governance
regimes, and the relative propensity of firms to behave in a socially responsible manner, comparing firms
that are multi-national enterprises (MNEs) with those that are not, and taking account of the effects of
public listing. There is a growing body of comparative corporate governance literature that explores the
effects of national institutional arrangements on how firms behave (Hancke et al., 2007; La Porta et al.,
2008). This includes studies that extend such analyses to explore the relative propensity of firms to
engage in socially responsible behavior (Cai et al., 2016; Matten and Moon, 2008). However, most
strands of this literature have tended to neglect the case of firms that cross national boundaries, though
there have been notable exceptions (Attig et al., 2016). Recently, Morgan (2012) argues that such firms
are only partially embedded in a single institutional domain, but as they enter markets to reap the
advantages they confer, they have quite strong incentives to seek to fit in with dominant modes of
practice. Within the international business and human resource management (HRM) literature, there has
been an extensive debate on country of origin and country of domicile effects on the managerial practices
MNEs might adopt (Brookes et al., 2017; Brewster et al., 2008), but this has tended to neglect issues of
corporate social responsibility (CSR). This study, therefore, seeks to supplement the existing literature
through providing new insights on a key dimension of corporate behavior in the light of dominant
corporate governance regimes and organizational characteristics.
Carter, Kale and Grimm (2000: 219) define CSR as: “…the managerial consideration of nonmarket forces or social aspects of corporate activity [that] … includes consideration of issues such as
employee welfare, community programs, charitable donations, and environmental protection”; in other
words, it incorporates both internal and external dimensions. Hence, CSR is about embarking on actions
to further some or other social good, which may be internal or external to the firm (Campbell et al., 2012;
Mellahi et al., 2010). The latter is about the extent to which the firm engages in socially responsible
behavior towards the wider community, and the former towards internal stakeholders, above all,
3

employees. Although both dimensions of CSR are important, it could be argued that it is much harder for
firms to bluff about internal responsibility: It may be much harder to measure the outcomes of broad
community orientated initiatives than immediate treatment of employees (ibid.). Hence, this study seeks
to supplement earlier comparative work that explores variations in external CSR (Campbell et al., 2012;
Cai et al., 2016) through looking at not only public commitments to CSR, but also at the internal
dimension.

Agency approaches suggest that agency issues are most likely to arise in listed firms, given the
separation of ownership from operational control (Jensen, 1986). A commitment to CSR may then be
seen as the inappropriate pursuit of prestige by managers, diverting firm resources away from what
rightfully belongs to shareholders, a means of repairing any collateral reputational damage in contexts
where owner rights are weak, or, simply, a virtuous act. It has been suggested that CSR expenditures
constitute a waste of resources and are not in the best interest of shareholders (Borghesi et al., 2014;
Becchetti et al., 2015). Whatever, the rationale, such choices are likely to be molded by context and
ownership form (Wood et al., 2014; Matten and Moon, 2008). It could be argued that it is easier to
espouse CSR with ‘other people’s money’, in listed firms in those settings where shareholder rights are
relatively weak. CSR might also be higher in firms that are trying to build reputation and acquire market
share in foreign markets (Bermiss et al., 2013; Cottrill, 1990). However, it could also be the case that,
developing the argument beyond Minor and Morgan (2011), where stakeholder rights are weaker,
reputational scandals are more likely and, hence, a commitment to CSR more likely. This paper explores
whether listed firms and MNEs are more or less likely to espouse CSR, and whether, in turn, this is
affected by institutional frameworks, and the associated dominant corporate governance regime.

Our paper takes the following form. First, we review the literature on the links between
institutional setting and CSR. In Section 3, we then explore the rationales for CSR while considering
issues of listing, whether a firm is an MNE or not, and context, and develop our hypotheses from theories
in the existing literature. In Section 4, we then explain how we test these hypotheses with an
4

internationally comparative survey. We then present and discuss our findings in Section 5. This is
followed by robustness tests before drawing conclusions for theory and for practice in Section 7.

2. Setting and CSR: Existing Evidence

Cai et al. (2016) explore variations in external CSR (which they refer to as corporate social
performance – CSP, as a short-hand for its absorption into regular practice). They evaluate the effects of
institutions, culture and national development, as well as a range of firm specific characteristics, finding
that the former exert a much greater effect than the latter. In terms of the former, they find that relative
national development exerts quite strong effects – developed countries are associated with higher CSR.
However, they note that this does not provide a full explanation: Other important factors are civil
liberties, property rights, political rights and culture. They explain the overriding effects of context, as this
determines the relative costs and benefits of investing in CSR.
Ioannou and Serafeim (2012) explore the relations between institutions and propensity to engage
in externally socially responsible behavior, using the Business Systems Theory (BST) taxonomy of
comparative capitalisms developed by Whitley (1999). The broad distinctions between liberal markets
and coordinated ones remain the same as in Hall and Soskice (2001), but BST also highlights the
differences between European and Asian coordinated markets and identifies Northern Italy as a category
in its own right. Moreover, BST further unpacks national level systemic configurations, highlighting the
distinct roles of political, cultural, labor, educational and financial systems (Whitley, 1999). Ioannou and
Serafeim (2012) find that all of the above, other than the financial system, affect CSR. They explain the
latter by arguing that investors are unlikely to prioritize CSR (Ioannou and Serafeim, 2012). However,
later work by Cheng et al. (2014) suggests that CSR is associated with lower capital constraints: They
ascribe this to socially responsible firms being more transparent and having closer ties to stakeholders,
which may make them more attractive to investors. This study seeks to build on earlier work on
contextual dynamics through exploring how responsibly firms behave internally.

5

Within the corporate finance literature, the predominant focus on the consequences of
institutional arrangements is on the extent to which this imposes a corporate governance regime that is
property owner rights centered or not. The legal origin literature suggests that, within common law
countries owner rights are strongest, and hence, are most able to bring managers into line with their
agendas (La Porta et al., 2008). This would suggest that, within common law countries (refer to Panel A
of Table 1 for the list of 30 common law and civil law countries covered by this study), differences in
firm level practices between listed and non-listed firms will be less pronounced than in civil law
countries, where owner rights are weaker (La Porta et al., 2008). Hence, we explore the differences
between common law and civil law countries. However, we also include the La Porta et al. (2008)
investor protection index as a control variable to account for differences within a given legal family. We
find that the latter has explanatory power, albeit weaker explanatory power than legal family.

Our focus is on explaining the existence of a CSR statement. However, a CSR statement may just
be ‘cheap talk’ and the firm may decouple its practices from what it writes in its CSR statement. Hence,
we also investigate whether the existence of a CSR statement correlates with internal CSR practice –
more employee-friendly HRM as well as greater investment in training. While we find consistent and
strong evidence that a CSR statement correlates with more investment in training, we find less consistent
evidence of such a correlation with employment change practices.

A limitation of the legal origins literature is its narrow focus on the law and macro-economic
outcomes, with the firm being depicted as a mere transmission belt. In other words, there is a tendency to
neglect variations in intra-firm dynamics and practices (Wood et al., 2014). This body of literature is also
largely silent on the case of MNEs. On the one hand, it could be argued that it is country of origin that
really matters, as this is where owners will seek to exercise their rights. On the other hand, applied
developments and extensions of this perspective suggest that, within countries of domicile, strong
property owner rights are also necessary to prevent subsidiaries from being diverted into unprofitable
directions (see Cooney et al., 2011).
6

This paper further seeks to redress a shortfall in the literature through an examination of the
position of MNEs. As noted above, MNEs are only partially rooted in any institutional domain, and,
hence, may be more able to depart from accepted norms in countries of domicile, even if they may reap
real benefits from fitting in with dominant modes of practice (Morgan, 2012).

In a subsequent step, we remove transitional and emerging market economies, in order to account
for any possible effects of great disparities in economic development which, above all, characterize the
civil law camp. A frequent criticism of La Porta et al. is their tendency to lump economies together,
regardless of stages of national development, which potentially confuses the nature of causality (Du,
2010). It is difficult to imagine that the substitution of formal institutional-legal mechanisms could
possibly cause a large range of emerging markets to experience a rapid transformation in their fortunes
(Hancke et al., 2007). We find that our results are upheld – and even added to and strengthened – when
removing transitional and emerging market economies from our sample. In contrast, when we focus on
the sub-sample of transitional and emerging market economies our results become much weaker or
disappear altogether.

3. Listing, MNEs, Institutional Context and CSR

The core focus of the paper is on internal CSR; in other words, not just on formal commitments to
CSR, but also on how they are matched by policies and practices towards a core stakeholder grouping,
employees. A key measure of the firm’s commitment to internal CSR is to evaluate the kind of
employment practices that it adopts (Mellahi et al., 2010). At the simplest level, CSR is about acting with
restraint. Although it could be argued that such behavior is good for the bottom line, and hence, devoid of
moral worth, this would discount the extent to which extending such commitment to employees would
leave them personally much better off, and hence, result in a better overall good, regardless of rationale
(Mellahi et al., 2010).
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If the focus is on shareholder value, the interests of a range of other internal stakeholders may be
jeopardized (Beer et al., 2015; Harrison and Wicks, 2013). Bučiūnienė and Kazlauskaitė (2012) found
that organizations that had more systematic and developed approaches to human resource management
(HRM) also had more developed CSR policies, reflecting the extent to which social responsibility may be
correlated with how employees are treated. The commitment of a firm to its people may be evidenced by
a relative reluctance to downsize, and, where external circumstances necessitate it, the use wherever
possible of ‘softer’ and more voluntary mechanisms (Goergen et al., 2013). It may also be reflected by a
relative propensity to invest in the workforce (Whitley, 1999). Together, these can be seen as measures of
relative interdependence, and the extent to which the firm will bind itself into long-term commitment to
its workforce (Whitley, 1999). Hence, although higher levels of interdependence are likely to be
encountered in settings where stakeholder rights are stronger, it could be argued that more socially
responsible firms in all contexts will be committed to promoting higher levels of interdependence,
regardless of setting.

3.1. Listing and CSR

Neo-liberal critiques see CSR as an attempt by managers to enhance their own prestige, and a
misdirection of shareholder value (Agle et al., 2008; Friedman, 1970). In listed firms, managers have
some independence to direct organizational resources away from shareholders to activities that enhance
their standing (Ioannou and Serafeim, 2014) and are therefore more likely to formally commit to CSR.
Hence, investors may shun firms for wasting resources on CSR. Alternatively, it could be argued that
commitment to CSR may be viewed favorably by many investors, given this may make potential
customers more positively inclined to the firm and/ or because this signals a commitment to placing the
business on a more sustainable footing (Cheah et al., 2011). There are a growing number of investors who
implicitly or explicitly combine a longer-term focus with a commitment to CSR (Crane and Matten,
2016). Managers may seek to attract such investors through formally committing the firm to CSR: What
is bad in the short term may be best in the long term (Laverty, 1996). Similarly, managers may seek to
8

discourage short-termist investors that wish to impose practices that may be detrimental to the long-term
sustainability of the firm, and/ or otherwise challenge their autonomy (Laverty, 1996). If such investors
are hostile to CSR, then a formal commitment to it may discourage them. In other words, the investment
ecosystem is maybe changing, and those firms that are likely to respond most immediately to these
changes will be listed.

Further, investors in the financial markets may exercise greater pressures on listed companies,
pushing them to make formal commitments in written form. Written codes represent a more formal
obligation and “are voluntary statements that commit organizations, industries, or professions to specific
beliefs, values, and actions, and/ or that set out appropriate ethical behavior” (Crane and Matten, 2007:
175). There is an expectation that, in order to attract and retain investors, listed firms will make more
written information as to their present condition, policies and strategies, available than their non-listed
counterparts.

Hypothesis 1. Listed firms are more likely to have a CSR statement.

3.2 MNEs and CSR

MNEs are less rooted in a single national context than indigenous firms and may be subject to a
wide range of both country of origin and country of domicile pressures across the locales in which they
operate (Marano and Kostova, 2016; Brewster et al., 2008: Zander et al., 2016). However, MNEs will still
be influenced by host country pressures (Bondy and Starkey, 2014) and, as they are more likely to have a
higher profile than domestic firms (Crane et al., 2008), they will be more susceptible to negative
publicity. The negative stereotypes encapsulated in their liability of foreignness may be partially
combatted by a CSR statement, thus enhancing their competitiveness vis-à-vis domestic firms (Campbell
et al., 2012).

9

Hence, MNEs take up voluntary CSR codes in order to defend their reputation and market
position. Weaver et al. (1999) explain that companies subject to media pressure are more likely to invest
in policies that will help restore lost legitimacy and avoid future negative media attention. So, we expect
MNEs to be more likely to have CSR codes. Not only may they have more room to pioneer new ways of
doing things that challenge local norms, but they may also face strong pressures to be seen as legitimate
in the host country if they want to benefit from a particular local production or, for that matter, market
regime (Boiral, 2003; Palazzo and Scherer, 2006; Morgan, 2012; van Cranenburgh et al., 2013; Bausch
and Krist, 2007).

Hypothesis 2: MNEs are more likely to have CSR statements than their domestic counterparts.

3.3 Legitimacy, CSR, and Institutional Context
From a financial perspective, and based on the so-called ‘universal owner’ hypothesis, CSR may
be driven by shareholders, such as pension funds, recognizing the virtues of long-term sustainability in
their holdings and mindful of corporate reputations (Hawley and Williams, 2000; Deakin and Hobbs,
2007; Mellahi et al., 2010). There is evidence that the public espousal of CSR indeed originated in liberal
markets (Kinderman, 2012; Kaplan, 2015), partly in response to ‘corporate excess’, leading to pressures
from governments and campaigning stakeholders (Palazzo and Scherer, 2006; van Cranenburgh et al.,
2013). A positive CSR image may also enhance market position (Becker-Olsen et al., 2006; Park et al.,
2014; Shea, 2010). However, neo-liberal approaches to the firm, more dominant in common law
countries, traditionally suggested that “the social responsibility of business is to increase its profits”
(Friedman, 1970: 173), with CSR representing an agency failing. In turn, such approaches have directly
impacted on both the governance of firms and the type of agendas managers are incentivized to follow.

In civil law countries, shareholders are seen as just one amongst a number of stakeholders (others
being managers, employees and their trade unions, consumers, communities and governments). Under the
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law, owner rights are mediated by those of other stakeholders, in turn making for a systemically
embedded impact on what the firm does. Publicly-listed companies may be particularly likely to be
receptive to other stakeholder interests because, in such contexts, agency problems are more likely to be
pronounced (Pagano et al., 1998) and/ or because they are more open to scrutiny (van Cranenburgh et al.,
2013; Sen and Cowley, 2013). However, it could also be argued that, in such contexts, whilst firms may
be expected to be more socially responsible, this is likely to be implicit, and acted out through low key
day-to-day decisions rather than one-off public gestures: Tighter regulation makes for fewer reputational
scandals, reducing the need for public gestures (Matten and Moon, 2008). Within civil law countries
investors tend to be patient (Dore, 2000). They are more likely to value the potential long-term benefits
for an organization accruing from being socially responsible, even if it entails upfront costs, and hence,
are more likely to encourage organizations to tie themselves into formal commitments to CSR (Fogarty,
1995; Sacconi, 1999).

Becchetti et al. (2013) suggest that it is firms in common law countries that tend to do better in
terms of community involvement, which might suggest reputation is taken seriously (c.f. Liang and
Renneboog, 2016; Gjølberg, 2009). Impelled by legitimacy concerns, but pulled by short-term pressures
to maximize profits, firms operating in such jurisdictions would be less likely to have a CSR statement
that formally commits them for a sustained period of time (Matten and Moon, 2008). So:

Hypothesis 3: Firms in common law countries are less likely to have a CSR statement.

3.4 CSR and Employer-Employee Interdependence

Talk is easy, but deeds are more difficult. As Mellahi et al. (2010) note, firms faced with
reputational challenges may seek to engage in window dressing, in proclaiming a commitment to
responsibility, whilst carrying on with business as usual. One way of testing a firm’s commitment to CSR
is to evaluate how it treats a core internal stakeholder, evidenced by the kind of employment practices that
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it adopts. If the focus is on shareholder value, the interests of a range of other stakeholders may be
jeopardized (Beer et al., 2015; Bučiūnienė and Kazlauskaitė, 2012; Harrison and Wicks, 2013). Hence,
although higher levels of employer-employee interdependence are likely to be encountered in settings
where stakeholder rights are stronger, it could be argued that more socially responsible firms in all
contexts will be committed to promoting higher levels of interdependence, regardless of setting:

Hypothesis 4. There will be a correlation between the existence of a CSR statement and higher
levels of employer-employee interdependence.

4. Data and Methodology

To test our hypotheses, we followed a multi-stage data selection process. Our firm-level data
initially consists of 6,155 firms from 31 countries (later dropping down to 30 countries; see below)
included in the 2009/ 10 wave of the Cranet survey on employment practices (for full details see Brewster
et al., 2004; and Parry et al., 2013). These surveys are conducted every four to five years and cover all
major sectors within the target economies and all organizations with over 100 employees. The Cranet
survey records HRM policies and practices, and provides detailed insights into internal practices,
supplementing studies based on external CSR. Ninety percent of respondents are at HRM director level,
and the others are CEOs or the most senior HRM specialist. Given the sensitivity of the questions asked,
responses are anonymous. Stratified sampling is conducted on the basis of industrial distribution
according to the EU NACE categorization of industries, except in smaller countries where full population
surveys are conducted: The survey seeks to ensure representativeness in the light of prevailing
employment structures. The sampling method enabled both listed and non-listed firms to be captured. The
questionnaire was administered in the main language(s) of the country under review. Response rates
ranged from 10% to 40%, but in most countries, response rates were around the 20% mark; this represents
quite a respectable rate of return for specialist surveys of this nature (Mellahi and Harris, 2016).
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We use a matched sample as well as an un-matched sample in the study. The first one adjusts for
the possible endogeneity of the presence of a CSR statement (see e.g. Hillman and Keim, 2001; Waddock
and Graves, 1997). The second sample uses all the available observations from Cranet for a total of 4,165
firms and is used as a robustness check. To obtain our matched sample, we selected pairs of firms. For
each pair, one firm must be located in a common law country and the other in a civil law country. We
match firms in each pair by listing status (listed or non-listed), profitability measured on a Likert scale
ranging from 1 (poor or at the low end of the industry) to 5 (superior) (i.e. firms having similar flexibility
in terms of implementing CSR activities), industry (i.e. similar business practices) and closest size, i.e.
+/-10%, as measured by the number of employees (i.e. similar internal pressures from their employees).
Out of the original total population of 6,155 firms, we first excluded 1,868 firms with missing data on the
number of employees, profitability, and industry, and another 122 firms with missing data on the control
variables. This resulted in a sample of 4,165 firms from 30 countries (we lost Iceland with only 138
observations in the original sample), including 2,574 listed firms and 1,591 non-listed firms. Using our
matching criteria, our final sample includes 1,144 firms (i.e. 572 pairs of firms located in common law
and civil law countries), which represent pairs of firms with the same listing status, within the same class
of profitability, same industry, and within a close range of size. Panel A of Table 1 reports the distribution
across the 30 countries of the 572 pairs of companies as well as the un-matched sample from civil law and
common law countries. Panel B presents the sample distribution across industries for our matched sample
as well as the un-matched sample.

Insert Table 1 Here

To test the validity of the first three hypotheses about the likelihood of a firm having a CSR code,
we estimate the following probit equation at the firm level. The equation specifies the hypothesized sign
for each variable’s coefficient. We elaborate on the coefficients’ signs below.
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CSR dummy = α + β1 Listed dummy  β2 Common Law dummy + β3 MNE dummy
+ Firm-level variables + Country-level variables + Industry dummies + ε

(1)

where CSR dummy is a dummy variable, which is equal to one if the firm has a CSR code, and zero
otherwise.

To test the validity of the fourth hypothesis about whether there is a correlation between the
existence of a CSR statement and higher levels of employer-employee interdependence, we estimate the
following ordinary least squares (OLS) regression, which is based on equation (1) augmented by CSR
dummy:
Employer-employee Interdependence = γ + δ1 CSR dummy + δ2 Listed dummy  δ3 Common Law dummy
+ δ4 MNE dummy + Firm-level variables + Country-level variables + Industry dummies
+η

(2)

where Employer-employee Interdependence is in the form of one of the following two measures. First, we
use Adjusted Employment Change, which is the ratio of Employment Change to Firm Size. Employment
Change is a score indicating the increase/ decrease of employees in the firm. It is equal to zero if the
company had an increase in its number of employees during the previous three years, 1 if the number of
employees remained stable during the last three years, 2 if the company had a recruitment freeze, 3 if the
company practiced redeployment, 4 if the company had voluntary redundancies, 5 if the company had
early retirements, 6 if the company did not renew fixed-term/ temporary contracts, 7 if the company used
outsourcing or outplacement, and 8 if the company had compulsory redundancies during the last three
years. Most firms will use more than one employment practice and in such cases we focus on the most
stringent employment practice. Hence, the Employment Change index methodology takes account of the
extent to which managers may ‘soften’ the effects of workforce adjustments (Goergen et al., 2013). Firm
Size is the logarithm of the total number of employees.
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Second, we use Training Index, which measures the level of training provided by the firm. Training Index
ranges from zero to five, and it is equal to the sum of the four dummy variables High Number of Days per
Year Training (as a percentage of staff turnover) per category of employee (management, professional,
clerical, and manual) plus High Percentage Annual Payroll Costs Spent on Training dummy. High
Number of Days per Year Training (as a percentage of staff turnover) is a dummy variable, which is set to
one if the firm offers a number of training days (adjusted by staff turnover), which exceeds the sample
median. High Percentage Annual Payroll Costs Spent on Training dummy is the equivalent dummy
variable for an above median spent on training. Again, Training Index explores variations in

investment in people within different organizations. It takes account of the time spent on training
employees, to distinguish between those organizations that spend a large proportion of their
resources on basic induction training necessitated by high staff turnover rates and those that are
genuinely committed to investing in their people (Goergen et al., 2012).

We include various dummy variables in our regressions based on equation (1) to test the validity
of the first three hypotheses. To test the validity of hypothesis 1, we use Listed dummy, which is equal to
one if the firm is listed, and zero otherwise. If hypothesis 1 is valid, the coefficient on this dummy
variable will be positive and significant. We include MNE dummy, which is equal to one if the firm has a
presence in more than one country, and zero otherwise, to verify our hypothesis 2. If hypothesis 2 is valid,
the coefficient on this dummy variable will be positive and significant. The validity of hypothesis 3 is
tested using Common Law dummy, which is set to one if the firm is from a common law country, and zero
otherwise. If the coefficient on this dummy variable is negative and significant, then hypothesis 3 is
upheld.

The validity of hypothesis 4 is tested by including the CSR dummy on the right-hand side of
equation (1) above, i.e. it is tested using equation (2). If the coefficient on the CSR dummy, which is
defined as above, is positive and significant, hypothesis 4 is validated.
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To test our predictions on the differential effects of the legal origin on both our publicly listed
firms and MNEs we augment equations (1) and (2) by a number of interactions. First, we use the
interactions between Listed dummy and each of the two legal family dummies, i.e. Common Law dummy
and Civil Law dummy. The former (latter) dummy variable is set to one if the firm originates from a
common law (civil law) country, and is zero otherwise. Apart from the interactive effect between legal
origin and listing status (regressions (4a), (5a), and (6a) in Table 5), we also include the interactive effect
between legal origin and MNE status (regressions (4b), (5b), and (6b) in Table 5), as well as the
interactive effect between legal origin and both listing status and MNE status (regressions (4c), (5c), and
(6c) in Table 5).

As controls, we include firm size, measured by the logarithm of the total number of employees, as
large companies have greater visibility and are therefore more likely to have a CSR statement (Deegan et
al., 2002; Gray et al., 1995; Guthrie and Parker, 1989; Patten, 1991; Woodward et al., 1996).1 We also
control for profitability (defined as above) as the CSR literature suggests that more profitable firms have
more resources to spend on CSR (see e.g. Waddock and Graves, 1997). We also add the level of
innovation by the firm (as a proxy for R&D expenditures) and we expect a positive association between
CSR dummy and the level of innovation. Indeed, R&D is likely to lead to product and process innovation,
which also causes better CSR-related processes and products (McWilliams and Siegel, 2000). Rating of
Innovation is measured on a Likert scale ranging from 1 (poor or at low end of industry) to 5 (superior).
Our regressions include Family dummy, which is equal to one if the firm is owned and/ or controlled by
primarily one family, and zero otherwise. As family firms have relationships of a more personal nature
with their employees and customers, they are also more concerned about their image and reputation than
1

See also Wickert et al. (2016) who develop a theoretical model of how firm size affects CSR engagement. They
argue that for large firms it is relatively less costly to ‘talk CSR’ (i.e. to communicate about CSR) but costlier to
‘walk CSR’ (i.e. to engage in actual CSR) whereas for small firms the converse is true. The reason for this is that for
large firms communicating about CSR will be relative cheap whereas engaging in CSR will be relatively costly
given the greater organizational complexity, such as the greater number of domestic and foreign subsidiaries, which
makes it costlier to enforce and oversee CSR across the organization.
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non-family firms. As such we expect family firms to be more likely to have a CSR statement and to have
greater employer-employee dependence (Dyer and Whetten, 2006; Goergen and Renneboog, 2010).

Furthermore, Avi-Yonah (2005) describes the transformations undergone by the corporate form
over time and argues that CSR becomes legitimate and normatively accepted as corporations grow  even
when it does not contribute to long-run shareholder wealth. As such, we predict a positive association
between CSR and M&A activities. We include M&A dummy as a control variable. This is equal to one if
the firm was involved in M&As during the three-year period prior to the year of the Cranet survey, and
zero otherwise. Given that companies from some industries may be more visible and may therefore be
more exposed to public scrutiny, we also use industry dummies.

In addition to the above firm-level variables, we control for a number of country-level variables.
The likelihood of having a CSR statement and greater employer-employee dependence might negatively
depend on investor rights and economic wealth. We control for investor rights and economic development
using the Djankov et al. (2008) anti-self-dealing index and GNI per capita, respectively. Djankov et al.’s
(2008) anti-self-dealing index, Investor Rights, measures the level of protection enjoyed by minority
shareholders. We use the natural logarithm of gross national income (GNI) per capita, Ln GNI, (World
Bank, 2017) rather than raw GNI to control for skewness. Further country-level variables include a
number of variables used by extant literature (see e.g. Cai et al., 2016; Ioannou and Serafeim, 2012).
These are Absence of Corruption (Corruption Perception Index from Transparency International, 2010);
Lack of Civil Liberties & Political Rights (Freedom House annual survey of civil liberties and political
rights, from Freedom in the World 2010 report); Harmony, Egalitarianism, Intellectual Autonomy, and
Affective Autonomy (Schwartz, 1999); Individualism and Power Distance (Hofstede, 1980); and Political
(measures whether the country’s laws encourage competition), Infrastructure (the quality of basic
infrastructure in the country), Macroeconomic (measuring macroeconomic performance),2 and Labor

2

This is equivalent to Balance of Trade in Ioannou and Serafeim (2012).
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Market (the availability of skilled labor) (all four from Ioannou and Serafeim, 2012). All of these
variables are defined in detail in the Appendix.

We acknowledge that there is a risk in survey based studies of common method variance (CMV)
bias, the most serious being if two different sets of perceptions based variables from the same dataset are
used as a source of both independent and dependent variables, which may reflect the effects of how the
data was collected, rather than any genuine relationship (Mitchell, 1985; Podsakoff and Organ, 1986).
CMV is most commonly associated with perceptions data (Leon et al., 2013), whereas the questions in the
Cranet survey ask managers to report on practices, with close ended response categories, and in no
instance did we compare two sets of perceptions data. As the survey is anonymized, it is not possible to
match-up individual responses and company data. We recognize that a comparison of internal CSR with
performance would represent a fertile ground for future research. Finally, in making use of the La Porta
et al. legal origin taxonomy, we compare firm level practices with independently derived societal
categorizations, imparting a dimension of comparison with a secondary data source.

5. Empirical Results

Table 2 presents descriptive statistics for the matched sample of 572 firm pairs, i.e. a total of
1,144 firms, as well as the sub-samples of the 572 firms from common law countries and the 572 firms
from civil law countries. Just over half of the sample firms (50.4%) have a CSR statement. A larger
percentage of firms from the civil law countries have a CSR statement (58.6%) compared to firms from
common law countries (42.3%), and the difference is significant at the 1% level. Moreover, the average
for Employment Change is 2.359, with a value of two indicating an employment freeze and a value of
three indicating redeployment. This is significantly higher at the 1% level for firms from common law
countries (2.648) than for those from civil law countries (2.069). The average adjusted employment
change divided by the number of employees is 0.014 on average, and it is significantly higher (at the 10%
level) for firms from common law countries (0.017) than for those from civil law countries (0.012). In
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other words, firms from civil law countries are more likely to change levels of employment through
‘softer’ mechanisms.3

The average for Training Index is equal to 2.808 out of five, thus suggesting that firms provide an
average level of training to their employees. The value for Training Index is significantly lower in
common law countries than civil law countries (2.670 and 2.946, respectively) at the 10% level.4

The sample includes 54.2% of firms that are listed and 44.4% of firms that are MNEs. The
average firm has 2,493 employees and a profitability score of 3.572 out of 5 and, by construction, there is
no difference in the percentages of listed firms, in the likelihood of being an MNE, as well as in the
means for the number of employees and the profitability between the two sub-samples of matched firms.
Moreover, the average innovation score is equal to 3.520 out of 5, and firms in common law countries
have a significantly higher score than those in civil law countries (at the 1% level).

Insert Table 2 Here
Slightly less than one quarter of the firms are family firms (23.3%). Some 37.9% of firms were
involved in merger and acquisition deals (M&A) during the three years prior to the survey, and they are
located in countries with average investor rights of 0.576 and average GNI per capita of $22,716. As
expected, the firms from the civil law countries are more likely to be family firms (the difference is
significant at the 10% level). The civil law countries also have lower investor rights and a lower GNI per
capita, but a higher GNI growth rate, than the common law countries (at the 1% level), albeit many of the
countries included in the matched sample are from emerging and transitional economies. We

3

Breaking down Employment Change into its individual components, 53.8% of companies had an increase in the
number of employees and 12.7% maintained their number of employees during the last three years. For the
remaining 33.5% of sample firms, the decrease in the number of employees was mainly driven by recruitment
freezes (23.2% of the firms), redeployment (21.7%) and non-renewal of fixed term or temporary contracts (20.5%).
Note that the proportion (percentage) of firms using the various practices is greater than one (100%) given that some
firms used more than one practice to decrease their number of employees.
4
In terms of the components of the training index (not tabulated), the average number of days of training is 10.06
days per year for management, 10.31 days for professionals, 8.27 days for clerical staff, and 9.42 days for manual
laborers. The percentage of annual payroll costs spent on training is equal to 5.05% on average.
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subsequently revisit our analysis with these countries removed. Further, our country-level variables
indicate that common law countries have on average higher scores for Individualism, Labor, and
Infrastructure, but lower scores for Harmony, Intellectual Autonomy, Civil Liberties, Power Distance,
and Macroeconomic than civil law countries (at the 1% level). Table 3 reports the pairwise correlation
coefficients. Listed firms and MNEs are more likely to have a CSR statement, whereas firms from
common law countries are less likely to have such a statement. The table also indicates more training in
firms with a CSR statement, and less training in firms with less employee-friendly employment change.
Hence, CSR statements seem to be linked to more socially responsible practices within the firm.

Insert Table 3 Here

Table 4 tests the validity of our four hypotheses via regression analysis. It reports the results from
estimating the binomial probit regression using CSR dummy as the dependent variable (regressions (1a)
and (1b)). Regression (1b) is similar to regression (1a), but includes the country-level variables.
Regressions (1a) and (1b) show that both listed firms and MNEs are more likely to have a CSR statement
(at the 1% level and the 10% level or better, respectively). This provides support for both hypotheses 1
and 2. Further, firms from common law countries are less likely to have a CSR statement as reflected by
the significantly negative coefficient on Common Law dummy in regressions (1a) and (1b) (at the 5%
level or better). This suggests that hypothesis 3 is also valid.

Regressions (2a) and (2b) are the OLS regressions on the adjusted employment change. Similar to
regressions (1a) and (1b), regression (2b) is identical to regression (2a) augmented with the country-level
variables. Regressions (2a) and (2b) indicate that adjusted employment change is lower in listed firms, but
higher in firms from common law countries (at the 5% level and the 5% level or better, respectively).
However, there is no significant association with the MNE dummy. This suggests that both hypotheses 1
and 3 are valid.
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Regressions (3a) and (3b) are the ordered probit regressions on the training index. Again,
regression (3b) includes the country-level variables in addition to the variables included in regression
(3a). Regressions (3a) and (3b) show greater training in both listed firms and MNEs (at the 5% level), and
less training in firms from common law countries (at the 10% level or better). This provides empirical
support for our first three hypotheses. Moreover, regressions (3a) and (3b) indicate greater training in
firms with a CSR statement (at the 1% level), confirming hypothesis 4.

As to the firm-level control variables, Table 4 suggests that larger firms are more likely to have a
CSR statement and are more likely to make ‘softer’ employment changes (at the 1% level). This is in line
with our expectations and the extant literature. We also find a positive correlation between firms
generating more innovation on the one side and firms having a CSR statement, engaging in softer HRM
practices and firms offering more training to their employees on the other side (at the 10% level or better).

In terms of the country-level control variables, a CSR statement is more likely for firms from
countries with stronger investor rights, as well as firms from countries with no corruption, greater
harmony, intellectual autonomy, egalitarianism, less individualism and political openness to competition
(at the 10% level or better). However, the existence of a CSR statement is less likely for firms from
countries with a higher GNI, higher GNI growth, and greater availability of skilled labor (at the 5% level
or better). Moreover, employment change is less employee-friendly for firms from countries with a
greater level of individualism and availability of skilled labor (at the 1% level), but it is more employeefriendly for firms from countries with greater harmony, intellectual autonomy, civil liberties, power
distance, individualism, and macro-economic performance as measured by the ratio of the balance of
trade to GDP (at the 1% level). Finally, training is greater for firms from countries with lower levels of
corruption and greater political openness to competition as well as firms from countries with greater civil
liberties and less skilled labor (at the 10% level or better). Overall, Table 4 suggests that institutional
differences affect employer-employee interdependence.
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Insert Table 4 Here
Table 5 investigates how common law may affect the impact of listing status and MNE status on
the firm’s employer-employee interdependence. It also investigates how common law might influence the
effect of the interaction between MNE status and listed status on employer-employee interdependence.
Regressions (4a), (5a), and (6a) examine the impact of the listing status for firms from common law
countries with that for firms from civil law countries. The regression results confirm the findings in Table
4, and indicate that firms from common law countries are less likely to have a CSR statement, that they
engage in more employee-unfriendly employment change, and invest less in training (at the 5% level),
and this common law effect is not significantly different for listed firms. Our results suggest that listed
firms – whatever the legal family of their country of origin – are more likely to be subject to public
scrutiny.

Regressions (4b), (5b), and (6b) examine whether there is a differential effect of the MNE status
for firms from common law countries. The regression results confirm our previous findings from Table 4,
and indicate no significant difference in the effect of MNE status on the likelihood of the firm having a
CSR statement and greater employer-employee interdependence across legal origins. This suggests that
the MNE effect we observe holds across legal origins.

Finally, regressions (4c), (5c), and (6c) investigate whether there is a differential effect on the
likelihood of a CSR statement and greater employer-employee interdependence of i) listed MNEs and ii)
listed MNEs from common law countries. Interestingly, the regressions suggest that listed MNEs are
more likely to have a CSR statement as well as greater employer-employee interdependence (at the 10%
level or better). However again, this effect does not vary across legal families.

Insert Table 5 Here
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To sum up our results from Table 5, listed MNEs from civil law countries have the highest
likelihood to have a CSR statement and the highest likelihood to have greater employer-employee
interdependence whereas non-listed non-MNEs from common law countries have the lowest such
likelihood. This suggests that both a public listing and MNE status expose firms to reputation and market
share considerations, thus pushing them to adopt responsible employee management practices. As to the
control variables, similar patterns emerge to those in Table 4.

6. Robustness Checks

6.1 Emerging and Transitional Economies

But, what about possible differences between mature economies and those of more peripheral or
transitional status? As a robustness test, we divide our matched sample into two sub-samples of firms
from mature economies and those from emerging or transitional economies, i.e. those from South Africa,
ex-communist Eastern European and Mediterranean civil law countries. In Table 6, we then repeat the
regressions from Table 4 for the two sub-samples. As our sub-sample of firms from emerging and
transitional economies is entirely composed of firms from common law countries, we cannot include
Common Law dummy in regressions (7b), (8b), and (9b).

Table 6 provides for both sub-samples support for our hypotheses 1, 2, and 3, and confirms the
role played by a public listing, MNE status and civil law countries in increasing the likelihood of having a
CSR statement and having greater employer-employee interdependence (regressions (7a), (8a) and (9a)).
For the sub-sample of firms from emerging and transitional economies, both the likelihood of a CSR
statement (regression (7b)) and more investment in training (regression (9b)) is positively and
significantly related to Listed dummy and MNE dummy (at the 10% level or better, and at the 5% level,
respectively), whereas there is no significant effect of these variables on Adjusted Employment Change.
Overall, our findings suggest that the results for emerging and transitional economies are slightly less

23

significant than the ones for firms from mature economies. Indeed, listed firms are more likely to be
subject to public scrutiny in any context, but it appears that such scrutiny is more likely to have positive
effects in civil law countries, where stakeholder rights are stronger under the law, and more can be done
to hold ‘irresponsible’ companies to account. Finally, while Tables 4 and 5 did not suggest that a CSR
statement results in more employee-friendly employment practices, Table 6 suggests a strong positive
correlation between the two (at the 5% level) for the case of mature economies. This provides support for
hypothesis 4.

Insert Table 6 Here

Furthermore, South Africa and Japan may be considered as hybrid systems, and may thus be
excluded from common law and civil law categorizations. Although most of the recent studies consider
South Africa as a common law country and Japan as a civil law country, each of these countries has some
legal codes that are based in civil law and others in common law, with laws from different legal traditions
applying to e.g. contract law and company law. Although not tabulated, we have repeated our tests in
Table 4, excluding both Japan and South Africa, and the results remain consistent with the findings from
Table 4.

6.2 Employer-employee Interdependence, Institutional Setting, and Investor Rights

Our descriptive statistics in Table 2 reveal that common law countries score significantly higher
on the investor rights index, which itself has a positive effect on the likelihood of a CSR statement and a
negative effect on employment change. As a robustness test, in Table 7 we examine whether there is a
differential effect of the legal origin on the association between investor rights on the one side and the
likelihood of a CSR statement or employer-employee interdependence on the other side. The results in
Table 7 confirm our findings from Table 4. The likelihood of having a CSR statement is lower for firms
from common law countries. In addition, such firms are more likely to engage in employment change
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practices that are perceived to be less employee friendly. Such firms also invest less in training. However,
focusing on the interaction between the investor rights index and legal origin, regression (10) suggests
that firms are more likely to have a CSR statement if they are from countries with stronger investor rights,
across both legal families (at the 10% level). Nevertheless, this effect is significantly greater for firms
from common law countries (at the 1% level). Regression (11) indicates that firms are less likely to
engage in more employee-unfriendly employment change if they are from civil law countries with
stronger investor rights (at the 5% level). Finally, regression (12) indicates that training is positively
related to the strength of investor rights in common law countries (at the 5% level).

Insert Table 7 Here

6.3 Employer-employee Interdependence in the Un-matched Sample

Table 8 is the equivalent of Table 4, but is based on the full, un-matched sample. All the
regressions in the table provide further support for the validity of hypotheses 1, 2 and 3. Regressions
(13a) and (13b) suggest that CSR statements are more likely for listed firms and MNEs (at the 1% level),
but they are less likely for firms from common law countries (at the 5% level or better). Further,
employment change is more employee-friendly in listed firms and MNEs (at the 10% level or better), but
it is less employee-friendly in firms from common law countries (at the 5% level). Finally, training is
greater in listed firms and MNEs (at the 10% level or better), but there is less of it in firms from common
law countries (at the 10% level).

Moreover, we find a positive and significant coefficient on CSR dummy in regressions (15a) and
(15b), which confirms the existence of a positive correlation between a CSR statement and investment in
staff training. However, somewhat surprisingly we also find a positive rather than negative coefficient on
CSR dummy in regressions (14a) and (14b), which would suggest that firms with a CSR statement engage
in more employee-unfriendly employment change. This is in direct contrast to hypothesis 4.
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Why would this be the case? As a reminder, Table 8 is based on the un-matched sample, contrary
to all the previous tables (which, apart from Table 6, did not suggest a correlation between a CSR
statement and employment change), and is therefore based on a sample including the much larger listed
firms (which are dropped from the matched sample due to the absence of equally large non-listed firms).5
Further investigations (not tabulated) suggest that, if size is excluded from regressions (14a) and (14b),
the coefficient on CSR dummy becomes negative and significant (at the 1% level), which is in line with
hypothesis 4. The coefficient on CSR dummy is also negative and significant (at the 1% level) if we
include the interaction between CSR dummy and Size. The coefficient on the latter is positive and
significant and the coefficient on Size is negative and significant (at the 1% level). This suggests that
firms with a CSR statement engage in more employee-friendly employment change, but that this
correlation is lower for larger firms. This supports Wickert et al.’s (2016) theoretical prediction that large
firms are more likely to ‘talk CSR’ (i.e. to communicate about CSR) as this is relatively cheap, but less
likely to ‘walk CSR’ (i.e. to engage in actual CSR), which is relatively costly given their greater
complexity.

Although not tabulated, in further investigations, we repeat our interaction analysis from Table 5
for the un-matched sample. We find that listed firms from civil law countries are more likely to have a
CSR statement and invest more in training (at the 1% and 10% level, respectively). Moreover, listed
MNEs from civil law countries are more likely to have a CSR statement and more training activities and
less likely to have an employee-unfriendly change in their employment figures (at the 1%, 5%, and 10%
level, respectively).

Insert Table 8 Here

5

A comparison of descriptive statistics between listed and non-listed firms confirms that listed firms are on average
significantly larger (2,627.1 employees versus 1,665.9 employees) and their fourth quartile is also significantly
larger (560,004.4 versus 165,992.9).
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7. Discussion and Conclusions

In this study, we found that firms operating in civil law countries were more likely to have CSR
statements, and that this is likely to be associated with greater employer-employee interdependence. This
therefore goes some way to explain the finding in Cai et al. (2016) that country tends to matter more than
firm characteristics in explaining corporate social performance, other than in the case of MNEs. Our study
confirms the relevance of not just external but also internal linking of CSR behavior to the institutional
tradition, and the weaker incentives for socially responsible behavior in common law countries. This
conclusion is upheld when we focus on the most developed countries.

Formally committing the firm to a CSR agenda diminishes the room for maneuver by managers
and owners, and their relative ability to focus on maximizing short-term returns (Carroll, 2000). This
means that investment horizons may determine the nature of commitment to CSR, and this appeared to
have knock-on effects on socially responsible HRM practice. Whilst, clearly, legitimacy concerns and
associated culturally rooted expectations are an important issue in determining CSR, the compensatory
argument – that firms are more likely to seek to be seen to be socially responsible in settings where
ethical lapses are more likely – has limits. Any explicit CSR behavior in such instances is likely to be
episodic and/ or within informally set parameters rather than formalized written commitments to CSR that
may be difficult to withdraw.

Our study found that firms from civil law countries were more likely to have a CSR statement.
This is somewhat contrary to existing literature, which suggests that the converse is true, since in civil law
countries, reputational crises are less likely, and hence the need for such statements less pressing (Matten
and Moon, 2008). However, and seemingly contradictorily, we also found that firms with higher scores
on the investor rights index were more likely to have a CSR statement. This would challenge the view of
La Porta and colleagues (2008), who view investor rights and legal origin as, in the broadest sense,
interchangeable. However, this could well reflect the choice of La Porta et al. (2008) to depict German,
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and above all, Scandinavian legal origin, as diluted forms of civil law, and hence associated with better
investor protection, in order to account for their strong economic performance (particularly in the case of
the latter). Nonetheless, features of each might suggest that they in fact allow for greater stakeholder
influence: For example, in Scandinavia there are strong unions, and in Germany there is a strong system
of workplace codetermination and worker directors (Goergen et al., 2009). If shareholder versus
stakeholder rights represents a zero-sum game, as suggested by La Porta and colleagues (Botero et al.,
2004), then these are countries where owner rights would be relatively weak, yet their own taxonomy
suggests otherwise. There are two possible, and not necessarily incompatible, explanations. The first is
that stakeholder and shareholder rights are not a zero-sum game. Strong stakeholders may drive firms to
better labor standards or to be more socially responsible without necessarily leaving shareholders worse
off. The second is that the broad taxonomy derived by La Porta et al. (2008), centering on legal origins,
does not provide an accurate description of many economies. It can be argued that corporate law – and
indeed, other formal and informal regulatory dimensions – represents the product of a complex mix of
interwoven elements. Hence, there is merit to national corporate governance regime taxonomies that are
derived from a much broader range of institutional features (c.f. Amable, 2013). However, a limitation of
the latter is that they primarily focus on the mature economies (Amable, 2013; Jackson & Deeg, 2006).
The project of extending this analysis to the developing world remains incomplete (Hancke et al., 2007).
Hence, although the La Porta et al. (2008) taxonomy – which can be readily extended to encompass
almost all of the world – was deployed for this study, it is recognized that the development of more
complex globally relevant taxonomies for comparative institutional analysis would provide the
framework for a much finer grained understanding of variations in firm practice on national lines.

Dominant national corporate governance regimes do not impose uniformity in practice (Walker et
al., 2014). A great deal depends on the firm itself, including its ownership characteristics. We found that
listed firms were more likely to have a CSR statement, suggesting that, rather than seeing an emphasis on
CSR as an unnecessary diversion of attention away from the maximization of shareholder value, many
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investors are mindful of the importance of reputation for customer relations, and indeed, that an
association with a firm with a poor reputation might undermine their own.

Whether a firm was multi-national or not had a significant effect on the likelihood of having a
CSR statement, and engaging in socially responsible HRM practices. It has been argued that many MNEs
drive down standards in their countries of domicile, and indeed, aggressively promote shareholder value
in countries with greater stakeholder rights (Gooderham et al., 2008). However, we found that MNE
effects did not vary across legal systems, which might suggest that MNEs do not have a particular
concern with evangelizing one model over another (Brookes et al., 2017). CSR may be used as a strategic
lever to grow internationally (Tixier, 2003), as it may lead to more positive views towards the firm among
customers and regulators (Buckley and Ghauri, 2004; Mishra and Suar, 2010). Again, MNEs may be less
likely to adopt hardline practices (especially with regard to work and employment) than their domestic
counterparts, to overcome the liability of foreignness (Campbell et al., 2012), or because they have
chosen to enter a particular market in order to reap the benefits of a particular production regime and will
seek to enhance rather than discard practices (Whitley, 1999).

We found that MNEs were not only more likely to invest in their people, but also somewhat less
likely to shed jobs. It might be the case that MNEs are better able to realize bureaucratic economies of
scale across countries of domicile, whilst retaining a commitment to human resource development, and
this is why a stronger emphasis was placed on training. In focusing on external CSR, and more
specifically, community engagement, Campbell et al. (2012) found that MNEs were less, rather than more
responsible. They suggest that, in part, this may be due to weaker ties with communities, and knowledge
and capabilities in engaging in a manner that suits local community needs. It is likely that multi-national
firms may have a greater awareness of the needs of their own employees, and hence, this may explain
why we found that not only were MNEs more likely to have a CSR statement, but were also able to match
this through investing in their employees. In other words, it may be easier for MNEs to be internally
rather than externally socially responsible. This paper adds to the growing body of literature that applies
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comparative institutional analysis to firm-level policies and practices (Brookes et al., 2017; Ioannou and
Serafeim, 2012), seeking to move beyond the finance literature’s traditional focus on formal rules and
macro-economic outcomes. It demonstrates that the relationship between setting and practice is a complex
one, and that outcomes reflect both regulation and organization-specific characteristics.

In summary, our study suggests that national corporate governance regimes are very much more
complex and multi-dimensional than theoretical approaches that focus on a single institutional feature
might suggest. National systems embody complex mixes of owner and stakeholder rights, and these are
not necessarily incompatible. The comparative corporate governance literature has tended to neglect the
case of MNEs. However, we found that multinationality had a significant effect. However, rather than
driving new practices associated with a stronger focus on shareholder value, we found that MNEs were
more likely to adopt responsible practices towards their employees. This may be the case not only to
compensate for the liability of foreigness, but also to gain maximum benefits from context specific human
capabilities.
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Appendix– Variables definition
Variable
CSR dummy

Definition
Equal to one if the firm has a CSR code, and zero otherwise. From the 2009
Cranet survey.

Employment Change

A score indicating the increase/decrease of employees in the firm. Employment
Change is equal to zero if the company had an increase in its number of
employees during the last three years, 1 if the number of employees remained
stable during the last three years, 2 if the company had a recruitment freeze, 3 if
the company had a redeployment practice, 4 if the company had a voluntary
redundancy, 5 if the company had an early retirement, 6 if the company had a no
renewal of fixed-term/ temporary contract, 7 if the company used outsourcing or
outplacement, 8 if the company had compulsory redundancies. If a firm uses
more than one practice, we focus on the most stringent practice to determine
firm’s score. Based on data from the 2009 Cranet survey.

Adjusted Employment
Change

Employment Change divided by Firm Size.

Training Index

A score indicating the level of training provided by the firm. It ranges from zero
to five, and it is equal to the sum of the four dummy variables High Number of
Days per Year Training (as per category of employee (Management,
Professional, Clerical, and Manual), plus High Percentage Annual Payroll Costs
Spent on Training dummy. High Number of Days per Year Training is a dummy
variable, which is set to one if the firm offers a number of training days (adjusted
by staff turnover) which exceeds the sample median, High Percentage Annual
Payroll Costs Spent on Training dummy is the equivalent dummy variable for an
above median spent on training. Based on data from the 2009 Cranet survey.

Civil Law

A dummy variable, equal to one if the firm is headquartered in a civil law
country, and zero otherwise.

Common Law

A dummy variable, equal to one if the firm is headquartered in a common law
country, and zero otherwise

Listed dummy

A dummy variable, equal to one if the firm is listed, and zero otherwise.

MNE dummy

A dummy variable, equal to one if the firm has a presence in more than one
country, and zero otherwise. From the 2009 Cranet survey.

Firm size

The total number of employees. From the 2009 Cranet survey.

Profitability

Measured on a Likert scale ranging from 1 (poor or at the low end of the
industry) to 5 (superior). From the 2009 Cranet survey.

Innovation

Measured on a Likert scale ranging from 1 (poor or at the low end of the
industry) to 5 (superior). From the 2009 Cranet survey.

Family dummy

A dummy variable, set to one for family firms, and zero otherwise. From the
2009 Cranet survey.

M&A dummy

A dummy variable, equal to one for firms that have been involved in mergers and
acquisitions over the past three years. From the 2009 Cranet survey.

Investor Rights

The Djankov et al. (2008) anti-self-dealing index; it measures the level of
protection enjoyed by minority shareholders.
36

GNI Per Capita 2008

2008 gross national income per capita in US dollars from World-Bank database.

GNI Growth Rate

The growth rate of gross national income per capita. over 2007-2008 from the
World Bank database.

Absence of Corruption Corruption Perception Index from Transparency International 2008. See also Cai
et al. (2016).
Lack of Civil Liberties Freedom House’s annual survey of civil liberties and political rights,
& Political Rights
from Freedom in the World 2008 report. See also Cai et al. (2016).
Harmony

Harmony from Schwartz (1999). Measures to what extent individuals prefer to fit
in the natural and social world rather than bend and control it. Opposite of
mastery. See also Cai et al. (2016).

Egalitarianism

Egalitarianism from Schwartz (1999). Measures the emphasis on cooperative
rather than hierarchical relations in a country. See also Cai et al. (2016).

Intellectual Autonomy Intellectual autonomy from Schwartz (1999). Measures the emphasis on
individuals pursuing their own ideas and intellectual direction in a country. See
also Cai et al. (2016).
Affective Autonomy

Affective autonomy from Schwartz (1999). Measures the emphasis that
individuals put on pursuing a positive life experience. See also Cai et al. (2016).

Power Distance

Power distance index from Hofstede (1980). Measures the degree to which the
less powerful members of a society accept and expect that power is distributed
unequally. See also Cai et al. (2016).

Individualism

Individualism index from Hofstede (1980). Measures the preference for a society
in which individuals are expected to look only after themselves and their
immediate families. This is the opposite of collectivism.

Political

Competition and regulation from Ioannou and Serafeim (2012). Measures
whether the laws encourage competition in the country; from the IMD World
Competitiveness Report 2008

Labor Market

The availability of skilled labor from Ioannou and Serafeim (2012); from the
IMD World Competitiveness Report 2008

Macroeconomic

Macro-economic performance measured by balance of trade (exports imports)/GDP (see Ioannou and Serafeim, 2012); from the IMD World
Competitiveness Report 2008.

Infrastructure

Basic infrastructure from from Ioannou and Serafeim (2012). The quality of basic
infrastructure in a country; from the IMD World Competitiveness Report 2008.
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Table 1 – Sample Distribution
Our matched sample is obtained by selecting pairs of firms from the full sample. In each pair, one firm is
located in a common law country and the other in a civil law country. We match firms in each pair by
listing status (listed or non-listed), profitability (measured on a Likert scale ranging from 1 (lowest) to 5
(highest profitability)), industry and closest size (+/ -10% as measured by the number of employees).
Panel A – Sample Distribution per Country
Matched Sample Full Sample
Number
Number
of Firms
of Firms
Civil Law Countries
Austria
Belgium
Bulgaria
Cyprus
Czech Republic
Denmark
Estonia
Finland
France
Germany
Greece
Hungary
Israel
Japan
Lithuania
Netherlands
Norway
Philippines
Russia
Serbia
Slovakia
Slovenia
Sweden
Switzerland
Taiwan
Turkish Cypriot Community
Total

28
32
29
5
4
35
9
17
16
65
32
9
7
66
9
17
17
6
11
9
43
29
28
10
32
7
572

173
200
200
49
40
267
51
110
118
380
182
100
36
361
54
93
68
27
54
45
192
157
227
80
220
51
3,535

Common Law Countries
Australia
South Africa
United Kingdom
USA
Total

50
139
111
272
572

53
154
119
304
630
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Panel B – Sample Distribution per Industry
Matched Sample Full Sample
Number
Number
of Firms
of Firms
1. Agriculture, hunting, forestry, fishing
19
70
2. Energy and water
39
142
3. Chemical products; extraction and processing of non-energy minerals
32
127
4. Metal manufacturing; mechanical, electrical and instrument engineering;
159
682
office and data processing machinery
5. Other manufacturing, (e.g. food, drink and tobacco; textiles; clothing; paper, 139
531
printing & publishing; processing of rubber and plastics, etc.)
6. Building and civil engineering
40
194
7. Retail and distribution; hotels; catering; repairs
89
398
8. Transport & communication (e.g. rail, postal services, telecoms, etc.)
56
256
9. Banking; finance; insurance; business services (e.g. consultancies,
155
480
10. PR and advertising, Law firms, etc.)
13
42
11. Personal, domestic, recreational services
41
175
12. Health services
44
161
13. Other services (e.g. television and radio, R&D, charities, etc.)
67
137
14. Education (including universities and further education)
17
51
15. Social Services
71
196
16. Public administration
163
523
Total
1,144
4,165
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Table 2 – Descriptive Statistics
This table reports descriptive statistics for the matched sample of 1,144 firms as well as the sub-samples
of firms from civil and common law countries. The latter two represent pairs of listed and non-listed
companies within the same class of profitability, and within a close range of size. Common Law firms are
firms that are headquartered in a common law country, and Civil Law firms are those headquartered in
civil law countries. CSR dummy is equal to one if the firm has a CSR code, and zero otherwise. Listed
dummy equals one if the firm is listed, and zero otherwise. Employment Change is a composite score from
1 to 5 indicating the increase/decrease of employees in the firm. Training is a composite score ranging
from zero (lowest) to five (highest) and indicating the level of training provided by the firm. All other
variables are defined in the Appendix. ***, **, and * denote significance of the difference in means at the
1%, 5%, and 10% level (for the two-tailed test), respectively. The t-test is used for continuous variables,
and the binomial test (z-test) is used for proportions, i.e. dummy variables. 1 The data for Employment
Change is available for 1,046 observations (523 observations in each sub-sample), and for 370
observations in the case of the Training Index (185 observations in each sub-sample).

CSR dummy
Employment Change1
Adjusted Employment
Index
Training Index1
Listed dummy
MNE dummy
Size (no. of employees)
Rating of profitability
Rating of Innovation
Family dummy
M&A dummy
Investor Rights
GNI per Capita '08 ($)
GNI Growth Rate
Absence of Corruption
Harmony
Affective Autonomy
Intellectual Autonomy
Egalitarianism
Civil Liberties
Power Distance
Individualism
Political
Labor Market
Macroeconomic
Infrastructure

Full Matched Sample
(N=1144)
Mean
S.d.
0.504
0.500
2.359
3.336

Civil Law
(N = 572)
Mean
S.d.
0.586
0.493
2.069
3.164

Common Law
(N = 572)
Mean
S.d.
0.423
0.494
2.648
3.478

0.014
2.808
0.542
0.444
2493.190
3.572
3.520
0.233
0.379
0.576
34,117.6
1.408
6.840
3.986
3.836
4.423
4.708
1.302
46.348
68.827
4.928
4.950
5.193
5.312

0.018
2.946
0.542
0.444
2512.381
3.572
3.437
0.257
0.360
0.396
32,182.2
1.928
6.763
4.281
3.823
4.640
4.720
1.360
51.829
53.448
4.937
4.679
5.289
5.164

0.010
2.670
0.542
0.444
2473.998
3.572
3.603
0.210
0.399
0.755
36,053.0
0.889
6.917
3.691
3.850
4.205
4.697
1.243
40.867
84.206
4.918
5.221
5.097
5.461

0.044
1.573
0.498
0.497
8231.691
0.888
0.927
0.423
0.485
0.217
13,758.5
2.895
1.569
0.360
0.346
0.343
0.237
0.580
18.088
21.536
0.672
0.613
0.384
0.985
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0.050
1.506
0.499
0.497
8415.763
0.890
0.904
0.437
0.480
0.132
12,140.4
3.540
1.859
0.189
0.416
0.274
0.307
0.695
23.865
18.313
0.902
0.425
0.493
1.148

0.037
1.630
0.499
0.497
8050.735
0.888
0.942
0.408
0.490
0.110
14,967.5
1.927
1.207
0.223
0.257
0.257
0.135
0.429
5.023
10.917
0.301
0.651
0.185
0.760

p-values of
t-test Diff/
z-test Diff
0.000***
0.005***
0.003***
0.092*
1.000
1.000
0.937
1.000
0.002***
0.059*
0.180
0.000***
0.000***
0.000***
0.097*
0.000***
0.181
0.000***
0.113
0.001***
0.000***
0.000***
0.642
0.000***
0.000***
0.000***

Table 3 – Pearson Correlation Matrix
This table reports the Pearson correlation coefficients for the variables used in the regression analysis for the matched sample of 1,144 firms. Pearson correlation
coefficients were used for continuous variables, point biserial correlation coefficients were used for dichotomous variables. *** and ** denote significance at the
1% and 5% level (for the two-tailed test), respectively.

1. CSR dummy
2. Employment Change
3. Training Index
4. Listed dummy
5. Common Law dummy
6. MNE dummy
7. Size (no. of employees)
8. Rating of Profitability
9. Rating of Innovation
10. Family dummy
11. M&A dummy
12. Investor Rights
13. GNI per Capita '08 ($)
14. GNI Growth Rate
15. Absence of Corruption
16. Harmony
17. Affective Autonomy
18. Intellectual Autonomy
19. Egalitarianism
20. Civil Liberties
21. Power Distance
22. Individualism
23. Political
24. Labor Market
25. Macroeconomic
26. Infrastructure

1
2
3
4
5
6
7
8
9
10
11
12
13
1.000
0.008
1.000
0.245*** -0.150*** 1.000
0.254*** -0.042
0.047
1.000
-0.163*** 0.087*** -0.088*** 0.000
1.000
0.129*** -0.029
0.117*** 0.084*** 0.000
1.000
0.096*** -0.031
-0.006
0.148*** -0.002
0.080*** 1.000
0.030
-0.136*** 0.146*** 0.037
0.000
0.138*** 0.036
1.000
0.075** 0.005
-0.049
-0.041
0.090*** 0.133*** 0.024
0.388*** 1.000
-0.081***-0.005
-0.001
-0.148***-0.056
0.031
-0.090***-0.029
-0.004
1.000
0.137*** 0.032
-0.015
0.173*** 0.040
0.150*** 0.163*** 0.073** 0.034
-0.057
1.000
-0.070** -0.093*** 0.173*** 0.054
0.414*** -0.012
-0.033
-0.038
0.094*** -0.021
0.083*** 1.000
-0.127*** 0.045
-0.118***-0.085*** 0.141*** -0.040
0.066** 0.051
-0.018
-0.077** 0.002
-0.119*** 1.000
0.052
0.000
0.066** 0.162*** -0.217*** 0.041
-0.074** -0.024
-0.080***-0.010
-0.085*** 0.019
-0.683***
-0.033
0.047
-0.028
-0.025
0.049
-0.028
0.063** 0.015
-0.034
-0.063** 0.112*** -0.041
0.766***
0.176*** -0.074** 0.180*** -0.064** -0.820*** 0.038
-0.030
0.015
-0.065** 0.050
0.015
-0.621***-0.293***
-0.030
0.038
-0.047
-0.051
0.040
-0.024
0.055
0.008
0.017
0.012
0.097*** -0.020
0.627***
0.069** -0.039
0.021
-0.058
-0.635***-0.058
0.005
-0.022
-0.081*** 0.045
0.038
-0.505*** 0.366***
-0.011
0.041
-0.025
-0.104***-0.047
0.047
0.007
0.074** 0.050
-0.013
0.095*** -0.127*** 0.563***
0.090*** -0.093*** 0.069** 0.079** -0.101***-0.064** -0.028
-0.085***-0.024
0.073** -0.006
0.053
-0.564***
0.012
-0.046
0.032
-0.043
-0.303*** 0.026
-0.052
-0.020
-0.046
0.012
-0.118***-0.209***-0.507***
-0.175*** 0.111*** -0.145***-0.056
0.714*** -0.012
0.029
0.026
0.049
-0.088*** 0.057
0.465*** 0.638***
0.028
0.029
0.035
-0.002
-0.014
-0.001
0.074** 0.020
-0.031
-0.055
0.149*** -0.086*** 0.604***
-0.150*** 0.072** -0.182*** 0.019
0.443*** -0.051
0.060** -0.003
-0.009
-0.097***-0.011
0.254*** 0.744***
0.019
0.043
0.025
-0.015
-0.250
0.025
-0.026
0.029
-0.003
-0.056
0.068** -0.124*** 0.034
-0.034
0.046
-0.065** -0.003
0.151*** 0.044
0.139*** 0.012
-0.029
-0.066** 0.070** -0.042
0.779***
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14. GNI Growth Rate
15. Absence of Corruption
16. Harmony
17. Affective Autonomy
18. Intellectual Autonomy
19. Egalitarianism
20. Civil Liberties
21. Power Distance
22. Individualism
23. Political
24. Labor Market
25. Macroeconomic
26. Infrastructure

14
15
16
17
18
19
1.000
-0.583*** 1.000
0.177*** -0.013
1.000
-0.700*** 0.745*** 0.001
1.000
-0.328*** 0.568*** 0.582*** 0.613*** 1.000
-0.624*** 0.654*** 0.164*** 0.717*** 0.466*** 1.000
0.269*** -0.689*** 0.034*** -0.400***-0.300*** -0.503***
0.508*** -0.705*** 0.270*** -0.699***-0.184*** -0.460***
-0.597*** 0.551***-0.611*** 0.478***-0.155*** 0.480***
-0.477*** 0.918*** 0.089*** 0.690*** 0.482*** 0.674***
-0.395*** 0.541***-0.666*** 0.328*** 0.025
0.112
0.262*** 0.382*** 0.318*** 0.122*** 0.299*** 0.321***
-0.549*** 0.819***-0.248*** 0.707*** 0.362*** 0.512***
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20

21

22

23

24

25

1.000
0.407*** 1.000
-0.471*** -0.557*** 1.000
-0.533*** -0.762*** 0.451*** 1.000
-0.452*** -0.394*** 0.649*** 0.330*** 1.000
-0.312*** -0.228*** -0.036
0.496*** 0.006
1.000
-0.562*** -0.631*** 0.559*** 0.763*** 0.644***0.106***

Table 4 – Listed Firms, MNEs, Institutional Setting, CSR Statement, and Employer-employee
Interdependence
This table reports the regression results for the matched sample of 1,144 firms. The dependent variables
are: (1) CSR dummy equals one if the firm has a CSR code, and zero otherwise. (2) Adjusted Employment
Change is equal to 0 if there have been no restrictive employment practices and the number of employees
has increased over the last three years; 1 if there have been no restrictive employment practices and the
number of employees has not changed over the last three year; 2 if there has been a recruitment freeze; 3
if there has been redeployment; 4 if there have been voluntary redundancies; 5 if there have been early
retirements; 6 if there has been no renewal of fixed/temporary contracts; 7 if there has been outsourcing;
and 8 if there have been compulsory redundancies. Adj. Employment Change is adjusted by firm size,
using the number of employees. (3) Training Index ranges from zero to five, and it is equal to the sum of
the four dummy variables related to High Number of Days per Year Training (as a percentage of staff
turnover) per category of employee plus the High Percentage Annual Payroll Costs Spent on Training
dummy. The explanatory variables are defined in the Appendix. ***, **, and * denote significance at the
1%, 5%, and 10% level (for the two-tailed test), respectively. Standard-errors are in italic.

Constant
CSR dummy
Listed dummy
Common Law dummy
MNE dummy
Ln Size
Rating of Profitability
Rating of Innovation
Family dummy
M&A dummy
Investor Rights
Ln GNI
GNI Growth Rate
Absence of Corruption
Harmony
Affective autonomy

CSR dummy
Adj. Employment Change
(1a)
(1b)
(2a)
(2b)
-1.894*** 1.885
0.084*** 0.090***
0.447
1.714
0.014
0.033
0.001
0.001
0.003
0.003
0.936*** 0.901*** -0.006** -0.006**
0.136
0.146
0.003
0.003
-0.778*** -0.339** 0.010*** 0.011**
0.136
0.160
0.004
0.005
0.327**
0.278*
0.002
0.002
0.147
0.157
0.003
0.003
0.219*** 0.197*** -0.011*** -0.011***
0.042
0.046
0.001
0.001
0.132
0.104
-0.003*
-0.003*
0.082
0.086
0.002
0.002
0.281*** 0.274*** -0.003*
-0.003*
0.079
0.082
0.002
0.002
-0.305*
-0.310*
0.003
0.003
0.162
0.170
0.003
0.003
0.183
0.123
0.003
0.004
0.143
0.151
0.003
0.003
1.247*
-0.018*
0.678
0.011
-0.425***
0.002
0.152
0.003
-0.267***
-0.002*
0.073
0.001
1.861*
0.020
1.057
0.023
11.838**
-0.322***
5.809
0.112
2.121
0.009
1.842
0.035
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Training Index
(3a)
(3b)
0.125
-1.776
0.369
1.335
0.488*** 0.473***
0.121
0.127
0.275**
0.230*
0.109
0.114
-0.192*
-0.263*
0.106
0.155
0.295**
0.323**
0.127
0.132
0.004
-0.029
0.036
0.039
0.112*
0.125*
0.068
0.070
0.141**
0.129**
0.065
0.066
-0.067
-0.090
0.142
0.147
-0.037
-0.096
0.122
0.126
0.484
0.604
-0.153*
0.093
-0.050
0.062
2.443**
1.126
6.208
4.886
1.416
1.665

Intellectual Autonomy
Egalitarianism
Civil Liberties
Power Distance
Individualism
Political
Labor Market
Macroeconomic
Infrastructure
Industry Effects
N
Pseudo R2 (Adj. R2)
LR chi2 (F-statistic)
Prob.

Yes
1,144
0.133
211.150
0.000

9.431*
5.290
3.856**
1.959
0.718
0.539
-0.003
0.041
-0.088*
0.050
8.867**
3.489
-3.904**
1.982
0.134
0.712
0.490
0.515
Yes
1,144
0.172
271.920
0.000
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Yes
1,046
(0.180)
(9.350)
0.000

-0.264***
0.101
-0.057
0.035
-0.026***
0.009
-0.002***
0.001
0.004***
0.001
-0.036
0.065
0.116***
0.037
-0.038***
0.013
0.014
0.009
Yes
1,046
(0.179)
(6.850)
0.000

Yes
370
0.043
54.780
0.009

4.738
4.434
-1.211
1.685
0.708*
0.407
-0.012
0.038
-0.048
0.046
8.143***
3.098
-2.180*
1.198
-0.025
0.591
0.432
0.426
Yes
370
0.065
82.990
0.001

Table 5 – CSR Statement, Employer-employee Interdependence, and the Moderating Effects of Public Listing, Multinational Activities
and Institutional Setting
This table reports the regression results for the matched sample of 1,144 firms. The dependent variables are: (1) CSR dummy, (2) Adjusted
Employment Change, and (3) Training Index. Regressions (4a), (5a), and (6a) control for the differential effect of listing status on the association
between employer-employee interdependence and Common Law dummy. Regressions (4b), (5b), and (6b) control for the differential effect of
MNE status on the association between employer-employee interdependence and Common Law dummy. Regressions (4c), (5c), and (6c) compare
the differential effects of MNE and listing status on the association between employer-employee interdependence and Common Law dummy in the
combined model. The explanatory variables are defined in the Appendix. ***, **, and * denote significance at the 1%, 5%, and 10% level (for the
two-tailed test), respectively. Standard-errors are in italic.

Constant

(4a)
1.730
1.727

CSR dummy
(4b)
1.883
1.714

(4c)
1.746
1.729

CSR dummy
Listed dummy

1.042***
0.214
Common Law dummy
-0.144**
0.067
MNE dummy
0.278*
0.157
Common Law x Listed dummy -0.262
0.289
Common Law x MNE dummy

0.901***
0.146
-0.329*
0.190
0.292*
0.170

-0.027
0.288

Listed dummy x MNE dummy
Common Law x MNE x Listed dummy
Control variables
Industry Effects
N.
Pseudo R2 (Adj. R2)
LR chi2 (F-statistic)
Prob.

Yes
Yes
1,144
0.172
272.750
0.000

Yes
Yes
1,144
0.172
271.930
0.000

0.905***
0.275
-0.298**
0.141
0.132
0.294
-0.042
0.379
0.239
0.410
0.320**
0.159
-0.503
0.561
Yes
Yes
1,144
0.173
273.600
0.000

Adjusted Employment Change
(5a)
(5b)
(5c)
0.090*** 0.090*** 0.091***
0.033
0.033
0.033
0.001
0.001
0.001
0.003
0.003
0.003
-0.004** -0.004** -0.004**
0.002
0.002
0.002
0.012**
0.012**
0.011**
0.005
0.005
0.005
0.002
0.001
0.001
0.003
0.004
0.006
0.002
-0.001
0.005
0.007
0.005
0.004
0.005
0.008
-0.002*
0.001
0.000
0.010
Yes
Yes
Yes
Yes
Yes
Yes
1,046
1,046
1,046
(0.179)
(0.179)
(0.177)
(6.680)
(6.700)
(6.220)
0.000
0.000
0.000
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Training Index
(6a)
(6b)
1.818
1.770
1.337
1.336
0.479*** 0.466***
0.128
0.127
0.165*
0.169*
0.089
0.090
-0.212** -0.050
0.098
0.078
0.328**
0.489***
0.132
0.181
-0.192
0.240
0.080
0.060

Yes
Yes
370
0.065
83.620
0.000

Yes
Yes
370
0.066
84.770
0.000

(6c)
1.627
1.345
0.495***
0.129
0.154*
0.087
-0.162*
0.098
0.309***
0.106
-0.116
0.324
-0.125
0.088
0.329*
0.197
0.184
0.240
Yes
Yes
370
0.069
88.120
0.000

Table 6 – CSR Statement, Employer-employee Interdependence, and Institutional Setting: Focusing on Emerging and Transitional
Economies
This table reports the regression results for the matched sample of 1,144 firms. The dependent variables are CSR dummy (Models (7a and 7b)),
Adjusted Employment Change (regressions (8a) and (8b)), and Training Index (regressions (9a) and (9b)). Regressions are run on the sub-sample
of firms excluding emerging and transitional countries (regressions (7a), (8a), and (9a)) and on the sub-sample of emerging and transitional
countries (regressions (7b), (8b), and (9b)). All variables are explained in the Appendix. ***, **, and * denote significance at the 1%, 5%, and
10% level (for the two-tailed test), respectively. Standard-errors are in italic.

Constant
CSR dummy
Listed dummy
Common Law dummy
MNE dummy
Control variables
Industry Effects
N.
Pseudo R2
LR chi2 (F-statistic)
Prob.

Exc. Emerging & Transitional Economies
CSR dummy Adj. Employment
Training
Change
Index
(7a)
(8a)
(9a)
6.935
-10.919
18.346*
8.245
10.887
10.561
0.152
0.458***
0.251
0.144
0.874***
-0.329**
0.292**
0.166
0.156
0.145
-0.264*
0.228*
-5.591*
0.146
0.123
3.121
0.174**
-0.065
0.344**
0.088
0.260
0.152
Yes
Yes
Yes
Yes
Yes
Yes
928
846
295
0.176
0.083
0.086
226.770
2.960
87.590
0.000
0.017
0.000
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Emerging & Transitional Economies
CSR dummy
Adj. Employment
Training
Change
Index
(7b)
(8b)
(9b)
4.461
-19.703
-48.573
2.564
27.645
197.153
0.005
0.419
0.567
0.442
1.545***
0.564
0.133*
0.452
0.539
0.075

1.239**
0.461
Yes
Yes
216
0.346
99.670
0.000

0.940
0.688
Yes
Yes
200
0.103
1.700
0.000

0.954**
0.390
Yes
Yes
75
0.177
45.890
0.000

Table 7 – CSR Statement, Employer-employee Interdependence, Institutional Setting and Investor
Rights
This table reports the regressions results for the matched sample of 1,144 firms. The dependent variables
are CSR dummy (regression (10)), Adjusted Employment Change (regression (11)), and Training Index
(regression (12)). All variables are explained in the Appendix. ***, **, and * denote significance at the
1%, 5%, and 10% level (for the two-tailed test), respectively. Standard-errors are in italic. (a) denotes that
the difference between the two coefficients in question is statistically different at the 1% level. (a) denotes
that the difference between the two coefficients in question is statistically different at the 1% level.

Constant
CSR dummy
Listed dummy
MNE dummy
Common Law
Investor Rights x Common Law
Investor Rights x Civil Law
Control variables
Industry Effects
N
Pseudo R2 (Adj. R2)
LR chi2 (F-statistic)
Prob.

CSR dummy
(10)
1.706
1.934

Adj. Employment Change Training Index
(11)
(12)
0.075**
-1.495
0.038
1.485
0.001
0.477***
0.003
0.127
0.877***
-0.005*
0.234*
0.145
0.003
0.125
0.297**
0.002
0.338***
0.156
0.003
0.132
-2.112*
0.065*
-4.236**
1.246
0.037
2.119
(a)
2.591*
0.030
4.565**
1.511
0.049
2.211
0.308*(a)
-0.030**
0.455
0.173
0.015
0.786
Yes
Yes
Yes
Yes
Yes
Yes
1144
1046
370
0.168
(0.177)
0.068
267.120
(6.760)
86.480
0.000
0.000
0.000
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Table 8 – CSR Statement, Employer-employee Interdependence in the Un-matched Sample
This table reports the regressions for the un-matched sample of 4,165 firms. The dependent variables are
CSR dummy (regressions (13a) and (13b)), Adjusted Employment Change (regressions (14a) and (14b)),
and Training Index (regressions (15a) and (15b)). All variables are explained in the Appendix. ***, **,
and * denote significance at the 1%, 5%, and 10% level (for the two-tailed test), respectively. Standarderrors are in italic. (a) denotes that the difference between the two coefficients in question is statistically
different at the 1% level.

Constant
CSR dummy
Listed dummy
Common Law dummy
MNE dummy
Ln Size
Rating of Profitability
Rating of Innovation
Family dummy
M&A dummy
Investor Rights
Ln GNI
GNI Growth rate
Absence of Corruption
Harmony
Affective Autonomy
Intellectual Autonomy
Egalitarianism
Civil Liberties
Power Distance

CSR dummy
Adj. Employment Change
(13a)
(13b)
(14a)
(14b)
-3.186*** -3.984*** 0.114*** 0.145***
0.222
0.849
0.011
0.028
0.006**
0.006**
0.002
0.002
0.485*** 0.478*** -0.006** -0.003*
0.074
0.080
0.002
0.002
-0.301*** -0.315** 0.008**
0.010**
0.097
0.156
0.003
0.005
0.293*** 0.343*** -0.005** -0.004*
0.077
0.083
0.003
0.003
0.290*** 0.235*** -0.017*** -0.016***
0.024
0.026
0.001
0.001
0.001
0.025
-0.189*** -0.198***
0.041
0.042
0.022
0.022
0.170*** 0.199*** -0.001
-0.001
0.037
0.038
0.001
0.001
-0.334*** -0.457*** 0.006**
0.006**
0.082
0.086
0.003
0.003
-0.074
-0.074
0.002
0.003
0.072
0.076
0.002
0.002
0.900**
-0.013
0.352
0.010
0.030
-0.002
0.075
0.002
-0.161***
-0.004***
0.031
0.001
1.831***
-0.008
0.675
0.020
10.624***
-0.200***
1.355
0.040
-0.706
-0.006
0.619
0.019
6.233***
-0.149***
0.983
0.030
1.732**
-0.073***
0.804
0.024
1.080***
-0.005
0.242
0.008
0.022*
-0.001***
0.012
0.000
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Training Index
(15a)
(15b)
-0.382** -1.820***
0.128
0.500
0.292*** 0.261***
0.044
0.046
0.066**
0.059*
0.030
0.035
-0.092*
-0.075*
0.047
0.044
0.070*
0.136***
0.042
0.048
0.038*** 0.037**
0.014
0.015
0.020
0.034*
0.024
0.020
0.093*** 0.116***
0.022
0.022
-0.037
-0.031
0.048
0.049
0.003
0.034
0.044
0.045
-0.166
0.189
-0.138***
0.045
-0.047***
0.018
0.003
0.403
0.793
0.752
-1.604***
0.363
0.038
0.547
-3.060***
0.489
0.511***
0.142
0.010
0.007

Individualism
Political
Labor Market
Macroeconomic
Infrastructure
Industry Effects
N.
Pseudo R2 (Adj. R2)
LR chi2 (F-statistic)
Prob.

Yes
4,165
0.073
399.120
0.000

-0.074***
0.009
9.650***
2.053
-3.148***
0.451
-0.158
0.300
0.489**
0.223
Yes
4,165
0.119
645.270
0.000
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Yes
4,165
(0.136)
(28.220)
0.000

0.002***
0.000
-0.076
0.061
0.052***
0.014
-0.027***
0.009
0.005
0.007
Yes
4,165
(0.142)
(19.180)
0.000

Yes
2,639
0.016
145.490
0.000

-0.008*
0.005
-1.110
1.189
-0.045
0.293
-0.414**
0.184
-0.335***
0.118
Yes
2,639
0.028
257.810
0.000

about ECGI
The European Corporate Governance Institute has been established to improve corporate governance through fostering independent scientific research and related activities.
The ECGI will produce and disseminate high quality research while remaining close to
the concerns and interests of corporate, financial and public policy makers. It will draw on
the expertise of scholars from numerous countries and bring together a critical mass of
expertise and interest to bear on this important subject.
The views expressed in this working paper are those of the authors, not those of the ECGI
or its members.

www.ecgi.org

ECGI Working Paper Series in Finance
Editorial Board
Editor

Ernst Maug, Professor of Corporate Finance, Mannheim
Business School, University of Mannheim

Consulting Editors

Franklin Allen, Nippon Life Professor of Finance, Professor of
Economics, The Wharton School of the University of 		
Pennsylvania
Julian Franks, Professor of Finance, London Business School
Marco Pagano, Professor of Economics, Facoltà di Economia
Università di Napoli Federico II
Xavier Vives, Professor of Economics and Financial 		
Management, IESE Business School, University of Navarra
Luigi Zingales, Robert C. McCormack Professor of 		
Entrepreneurship and Finance, University of Chicago, Booth
School of Business

Editorial Assistants

Tamas Barko, University of Mannheim
Sven Vahlpahl, University of Mannheim
Vanessa Wang, University of Mannheim

www.ecgi.org\wp

Electronic Access to the Working Paper Series
The full set of ECGI working papers can be accessed through the Institute’s Web-site
(www.ecgi.org/wp) or SSRN:
Finance Paper Series

http://www.ssrn.com/link/ECGI-Fin.html

Law Paper Series

http://www.ssrn.com/link/ECGI-Law.html

www.ecgi.org\wp

