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A B S T R A C T   

Multinational companies have been a force for good but, unfortunately, some misbehave. Our comprehensive 
literature review on multinationals’ misbehavior reveals three ideas. First, most research focuses on the inter-
action between the multinational and its institutional context, but insights vary depending on whether the 
drivers of misbehavior lie inside or outside the multinational. Second, we find a dearth of studies on social and 
environmental misbehavior, and an overemphasis on the study of governance dimensions, especially corruption. 
Third, we uncover three implicit assumptions that shaped past analyses: data availability, bad contexts leading 
good multinationals astray, and a focus on topical novelty.   

“It was ‘very much in line of its culture of Goldman Sachs to conceal 
facts from certain compliance and legal [authorities]” Tim Leissner, 
former partner of the US investment bank Goldman Sachs, commenting 
on the bank’s involvement in a US$2.76 billion embezzlement at 1MDB, 
Malaysia’s state investment fund (Weinland, Palma & Smyth, 2018). 

1. Introduction 

Multinational corporations have been a force for good around the 
world, facilitating the global diffusion of sophisticated technologies and 
practices. Unfortunately, some misbehaved and contributed to corrup-
tion, the overexploitation of natural resources, or the abuse of workers. 
This behavior has created a debate on the benefits and costs of global-
ization and multinationals’ responsibility for them (Economist, 2017a; 
Stiglitz, 2002). Some even suggest illegal multinational strategies pro-
vide an advantage (Iriyama, Kishore & Talukdar, 2016). However, 
despite the importance of the topic in the press (Economist, 2011, 2014, 
2018a), multinationals’ misbehavior has received relatively less atten-
tion in international business research, with the notable exception of 
corruption (see a review in Cuervo-Cazurra, 2016). We know little about 
how multinationals, alone or in conjunction with others such as sub-
contractors, violate organizational and social norms at home and 

abroad. Studying multinationals’ misbehavior can reveal new insights 
because the diversity in legal and moral expectations across multiple 
countries challenges ideas from studies of misbehavior in a single do-
mestic context (Greve, Palmer & Pozner, 2010; Vardi & Wiener, 1996; 
Vaughan, 1999; Pinto, Leana & Pil, 2008). 

Hence, we provide a comprehensive content analysis of three de-
cades of scholarship on the misbehavior of multinationals to map out 
this emerging field. After clarifying the concept and explaining how it 
differs from misbehavior in a domestic setting, we discuss three ideas. 
First, insights and determinants vary depending on whether the drivers 
of malfeasance lie inside or outside the multinational and on who is 
harmed. We find that most research focuses on the interaction between 
the multinational and its institutional context. Second, grouping 
misbehavior into social, governance, and environmental types, mirror-
ing the three dimensions of corporate social responsibility (Kohl, 2016), 
we find a dearth of studies on social and especially environmental 
misbehavior, despite their significant negative externalities on society, 
and an overemphasis on the study of governance dimensions, especially 
corruption. Third, we uncover three implicit assumptions that shaped 
past analyses: data availability, bad contexts leading good multina-
tionals astray, and a focus on topical novelty rather than theoretical 
inadequacy. Based on this, we suggest extending future research on 
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multinationals’ misbehavior (a) theoretically by modifying traditional 
arguments around agency theory, transaction cost economics, resource 
dependence, institutional theory, and the resource-based view, (b) 
leveraging work from adjacent social sciences including ethics, psy-
chology, sociology, anthropology, law, political science and economics, 
and (c) outlining salient topics that have escaped the scrutiny of inter-
national business scholars. 

Our review contributes to the literature in two ways. First, it clarifies 
the connections among types of misbehavior that have been studied in 
parallel under a variety of labels, such as corporate social irresponsi-
bility (see the review in Riera & Iborra, 2017), organizational miscon-
duct (see the review in Greve, Palmer & Pozner, 2010), corporate crime 
(see the review in Arlen, 2018), corruption (see Rose-Ackerman’s re-
views, 1999 and 2007), and discrimination by firms in their treatment of 
employees and customers (see the review in Lippert-Rasmussen, 2017). 
We provide new insights into these topics by considering how their ar-
guments change when we study multinationals. The diversity of legal, 
ethical, and legitimacy standards and among stakeholders across coun-
tries in which multinationals operate challenges arguments and propo-
sitions of prior work on misbehavior in domestic firms, including the 
definition of misbehavior. 

Second, the review helps advance the theories of the firm in their 
application to the multinational (Buckley & Casson, 1976; Dunning, 
1974; Johanson & Vahlne, 1977). A common assumption in theories of 
the firm is that managers operate within ethical and legal boundaries, 
especially those of the home country. We show how relaxing this 
assumption leads to new theoretical insights and predictions on how the 
firm uses and builds its advantages or coordinates activities and selects 
transaction relationships and partners. This offers new predictions on 
the conditions under which firms and their managers deviate from ex-
pected behavior when operating outside their home country. 

2. Multinationals’ misbehavior: beyond domestic misbehavior 

2.1. Multinationals’ misbehavior 

We define multinationals’ misbehavior as actions that break stan-
dards of expected behavior by companies with value-added operations 
in several countries. We use the term misbehavior as an encompassing 
term in our analysis. This includes a variety of related concepts discussed 
in prior literature, such as corporate social irresponsibility, i.e., “a set of 
actions that increases externalized costs and/or promotes distributional 
conflicts” (Kotchen & Moon, 2012); organizational misconduct, or 
“behavior in or by an organization that a social-control agent judges to 
transgress a line separating right from wrong; where such a line can 
separate legal, ethical, and socially responsible behavior from their 
antitheses” (Greve, Palmer & Pozner, 2010, 56); corporate crime, which 
includes accounting malpractices, false statements of assets and profits, 
occupational safety and health hazards, bribery of foreign officials and 
unfair labor practices (Clinard & Yeager, 2011); as well as narrower 
concepts such as corruption, i.e., the abuse of entrusted office for private 
gain (Cuervo-Cazurra, 2016). 

2.2. Challenges of analyzing multinationals’ misbehavior 

Although this definition of multinational misbehavior is straight-
forward, its application in international business research requires 
theoretical sophistication. Unlike the case of firms in a domestic setting 
that are exposed to one set of accepted standards in their context, in the 
case of multinationals, identifying the appropriate standards of behavior 
is less clear because of (1) multiplicity in standards, (2) arbitraging 
across locations, and (3) unclear intentionality. 

2.2.1. Multiplicity of standards of misbehavior 
The study of multinationals’ misbehavior goes beyond adding 

contextual contingencies to studies of misbehavior in a domestic setting 

because of the wide diversity in the standards of expected behavior that 
can be used to judge multinationals across locations. This diversity 
challenges the conceptualization of misbehavior in studies of domestic 
firms that rely on a more clearly defined definition of standards in terms 
of diversity, alignment, and judgement. 

First, countries have a broad diversity of legal, ethical, and legiti-
macy standards that question the identification of the appropriate 
standard for judging misbehavior in multinationals. Legal standards are 
an initial and relatively straightforward approach because laws and 
regulations are explicit, and it is easy to check whether an action con-
forms to the legal standards. However, there is a large diversity of what 
countries consider legal. Additionally, even what is legal varies in its 
enforcement, with some nations having a more effective and unbiased 
application of laws and regulations than others. 

Second, there is a wide variation in the alignment of standards within 
countries. What is legal might not always be considered ethical, and 
what is illegal might not always be illegitimate (Martin et al., 2013). 
Even allowing for some divergence, advanced countries tend to have 
alignment in their legal, ethical, and legitimate standards. In contrast, in 
many less advanced nations, laws do not reflect the ethical and legiti-
mate standards of practice, and formal laws and regulations sometimes 
conflict with one another or might be at odds with informal traditions. 

Third, the standard used for identifying misbehavior depends on the 
person making the judgment (Greve, Palmer & Pozner, 2010), and in the 
case of multinationals, there is a broader diversity of judges because 
their activities affect multiple stakeholders across countries. The same 
action might be considered appropriate by one group of stakeholders 
and as gross misbehavior by another (e.g., closing a foreign facility to 
improve profits is acceptable by shareholders but misbehavior for the 
local community). 

2.2.2. Arbitraging misbehavior across locations 
The presence of the multinational in multiple countries creates 

additional complexity in the identification of misbehavior. Multina-
tionals’ globally dispersed operations provide them with unique op-
portunities to arbitrage activities across borders (Kogut, 1985; 
Ghemawat, 2007). This arbitrage can be used to increase misbehavior. 
Multinationals can select international locations to reduce compliance 
with norms, for instance, locating polluting operations in countries with 
lower standards, or relocating to jurisdictions with low tax levels. This 
arbitrage can be used not only to reduce operational costs or risks in a 
legal manner but also to hide illegitimate or even illegal corporate 
behavior. This was, for example, exemplified in the so-called Panama 
Papers and Paradise Papers that revealed wealthy individuals and 
multinationals creating fictitious subsidiaries to evade taxes (Econo-
mist, 2017b). 

2.2.3. Unclear intentionality 
The diversity of locations makes it challenging to identify the 

intentionality and associated responsibility of multinationals’ misbe-
havior. There is a variety in the intentionality in misbehavior. First, 
misbehavior may be the result of multinationals’ managers actively 
engaging in misbehavior abroad. Headquarter managers may choose to 
invest in particular locations because they know they can get away with 
activities that are shunned in the home country, like not following 
environmental or labor standards. Second, home country managers may 
not know that employees in subsidiaries outside the home country fail to 
follow norms. Subsidiary employees may make decisions they know are 
improper (e.g., non-compliance with safety or environmental standards 
abroad) but good for their career and the firm, even if such behavior is 
formally disallowed by the multinational. Third, misbehavior may be an 
unintentional outcome of activities. Sometimes employees may become 
accomplices to misbehavior they do not initiate (e.g., bankers un-
knowingly helping clients launder money). Multinationals may also 
unknowingly misbehave indirectly when partner firms hide contestable 
local practices (e.g., subcontractors using child or slave labor in the 

A. Cuervo-Cazurra et al.                                                                                                                                                                                                                      



Journal of World Business 56 (2021) 101244

3

inputs sold to the firm). In such cases, multinationals may suspect the 
misbehavior of their partners and choose to ignore it. All these raise 
interesting questions around the responsibility of the multinational for 
the misbehavior and accountability of its employees and partners across 
locations. 

Adding more nuance to the study of accountability is the shift in 
public perception towards placing a broader moral responsibility on 
multinationals to know the behavior of their partners and employees 
and to use a common set of standards across global operations. Multi-
nationals are held accountable by multiple stakeholders, such as the 
media, leading to legitimacy crises (Lamin & Zaheer, 2012). 

3. Research design 

3.1. Data collection and analysis 

We conducted a comprehensive review of the literature on multi-
national misbehavior to address these challenges. To do this, we fol-
lowed the following steps. First, we surveyed publications in social 
sciences that analyze misbehavior in multinationals. This provided an 
overview of the primary authors, journals, topics, connections among 
disciplines and journals, the progression of the literature over time, and 
a set of keywords for a systematic literature review in international 
business. 

Second, we identified the main arguments about multinationals’ 
misbehavior in articles published in management journals. We did this 
in the tradition of content analysis, including both large samples, case 
studies, and theoretical essays (Duriau, Reger & Pfarrer, 2007; Gaur & 
Kumar, 2018; Luo & Zhang, 2016). Considering the wide variation that 
emerged from an initial search of keywords in management journals in 
the Web of Science Database, we included a large variety of keywords 
based on (1) manifestations of deviance (crime, criminal, deviance, 
illegal, illegitimate, immoral, improper, irresponsibility, irresponsible, 
malfeasance, misbehavior, misconduct, misdemeanor, mis-
doing/misdeed, transgression, unethical, or wrongdoing); (2) outcomes 
(breach, fines, penalty, sanction, scandal, stigma, violation, or whistle-
blowing); (3) environmental problems (environmental damage, pollu-
tion); (4) social issues (abuse, bullying, child labor, discrimination, 
harassment, labor exploitation, slavery); and (5) governance challenges 
(bribery, cartel, collusion, corruption, cronyism, expropriation, fraud, 
insider trading/dealing, money laundering, rent-seeking, smuggling, tax 
avoidance/evasion). In these searches, we included the terms multina-
tional or international business to narrow down the articles to those 
about multinationals’ misbehavior. We ran these searches on three sets 
of management journals: (1) top journals in international business (Asia 
Pacific Journal of Management (APJM), Global Strategy Journal (GSJ), 
International Business Review (IBR), Journal of International Business 
Studies (JIBS), Journal of International Management (JIM), Journal of 

World Business (JWB), Management International Review (MIR)); (2) top 
journals in management (Academy of Management Journal (AMJ), 
Academy of Management Review (AMR), Administrative Science Quarterly 
(ASQ), Entrepreneurship Theory and Practice (ETP), Journal of Manage-
ment (JOM), Journal of Management Studies (JMS), Management Science 
(MS), Organization Science (OS), Organization Studies (OrgStud), Strategic 
Entrepreneurship Journal (SEJ), Strategic Management Journal (SMJ)); and 
(3) the top journal in ethics (Journal of Business Ethics (JBE)). We 
included this last one because our initial survey indicated that the field 
of ethics frequently includes analysis of unethical and irresponsible 
multinational behavior. 

Third, we read the title, abstract, and keywords, which resulted in 
further insights on the themes covered. For the content analysis, we 
included (1) firms misbehaving, punished for misbehavior, and their 
responses to misbehavior, (2) firms that have international activities or 
are multinationals, (3) academic articles published after 1990. We 
excluded studies that did not touch on inappropriate firm behavior, 
studies of domestic activities, teaching cases, and newspaper articles. 
This selection process yielded 197 articles. 

3.2. Descriptive findings 

Our initial descriptive analysis of the results suggests that studies of 
multinational misbehavior tend to be concentrated in the 2010s and 
appear in three journals: JBE, JWB, and JIBS. Although there are a few 
early studies in the 1990s, the study of multinational misbehavior 
gained attention in the late 2000s and especially the 2010s, which saw 
an increase in the number of articles. Despite this, the topic seems to be 
still in its infancy, given the relatively low number of articles per year. 
The distribution by journals is JBE (88), JWB (30), JIBS (27), JIM (10), 
IBR (10), SMJ (9), APJM (6), JMS (4), MIR (5), AMJ (2), OrgStud (2), 
GSJ (1), OS (1), Management Science (1), and ASQ (1). No articles 
matching our search criteria appeared in JOM, ETP, or SEJ. 

Most studies analyze governance misbehavior. The database con-
tained 188 generic search terms on misbehavior and 147 keywords 
related to outcomes; papers can have multiple keywords. Our search by 
keywords related to environmental, social, and governance misbehavior 
revealed a clear focus on governance misbehavior (360 hits), particu-
larly corruption (161). We found fewer articles on social misbehavior 
(89), with discrimination as the most frequent keyword, and on envi-
ronmental misbehavior (62), with pollution as the most frequent 
keyword. 

Surprisingly, it is rare for studies to specify a particular theoretical 
base. Among those that do, there is an overwhelming focus on in-
stitutions and institutional theory (46 papers) followed by transaction 
costs (five) and agency theory (three). Resource dependence theory and 
the resource-based view of the firm were not featured explicitly in the 
abstracts except in one literature review on corruption 

Fig. 1. Review framework.  
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(Cuervo-Cazurra, 2016). 

4. Insights from past research 

We suggest organizing the disparate literature on multinational 
misbehavior into three broad themes that are connected in a causality 
chain from the drivers to the types to the victims of multinational 
misbehavior. Fig. 1 illustrates this classification, and Table 1 provides a 
list of representative studies on the drivers and victims of multinational 
misbehavior. 

4.1. Drivers of misbehavior: internal and external 

An initial organization of the literature on multinationals’ misbe-
havior is the categorization into whether the drivers of misbehavior 
occur within or outside the multinational. One set of studies sees the 
drivers of misbehavior as situated within the multinational, for instance, 
due to unethical leadership practices. A larger group of studies points at 
the context as a driver of misbehavior. 

4.1.1. Internal drivers of multinational misbehavior 
Articles examining drivers of misbehavior within multinationals are 

Table 1 
Overview of selected multinationals’ misbehavior literature.   

Drivers of multinationals’ 
misbehavior 

Victims (Types in 
parenthesis) of 
multinationals’ misbehavior 

Internal to the 
multinational 

Misbehaving employees: Li & 
Murphy (2012); Miceli (1996);  
Muellner, Klopf & Nell (2017);  
Steidlmeier (1999); Timofeyev 
(2015); Weber (2015); Wisler 
(2018) 

Employee rights and 
wellbeing (social): Eweje 
(2005); Eweje (2009); Peng, 
Wong & Song (2016)  

(Un)ethical corporate culture, 
policies or leadership practices:  
Calderón-Cuadrado, 
Álvarez-Arce, Rodríguez-Tejedo 
& Salvatierra (2009); Stoul, 
Etter, Banghart & Woo (2017); 
Tavakoli, Kennan & 
Crnjak-Karanovic (2003);  
Welch & Welch (2006) 

Bias and discrimination 
towards employees (social):  
Appold, Siengthai & Kasarda 
(1998); Daspro (2009);  
Fitzsimmons, Baggs & 
Brannen (2020); Gherardi & 
Poggio (2001); Harvey, 
Novicevic, Buckley & Fung 
(2005); Insch, McIntyre & 
Napier (2008);  
Koveshnikov, Tienari & 
Piekkari (2019); Leong, Tan 
& Loh (2004); Oltra, 
Bonache & Brewster (2013); 
Śliwa & Johansson (2014);  
Tharenou (2010); Van der 
Straaten, Pisani & Kolk 
(2020); Varma, Stroh & 
Schmitt (2001); Wu, Lawler 
& Xiang (2008)  

Intra-multinational power 
struggle: Mudambi & Navarra 
(2004) 

Bullying of employees 
(social): Harvey, Treadway, 
Heames & Duke (2009);  
Harvey, Treadway & 
Heames (2006)  

Majority shareholder 
entrenchment: Boubakri, 
Guedhami & Mishra (2010) 

Subsidiary or headquarter 
misalignment (governance):  
Balogun, Fahy & Vaara 
(2019); Ciabuschi, 
Dellestrand & Kappen 
(2012); Kaufmann & 
Roessing (2005)   
Investors (governance):  
Grosman, Aguilera & Wright 
(2019) 

External to the 
multinational 

Collusion between misbehaving 
firms: Christmann & Taylor 
(2006); Du, Xu, Lio & Lai 
(2018); Jones, Temouri & 
Cobham (2018) 

Companies misbehaving 
towards the natural 
environment 
(environmental): Aguilera- 
Caracuel, Aragón, Hurtado- 
Torres & Rugman (2012);  
Berry, Kaul & Lee (2021);  
Eweje (2006); Villo, Halme 
& Ritvala (2020)  

Misbehavior as an industry:  
Gillespie (2003); Gillespie & 
McBride (2013); Mudambi & 
Paul (2003); Kshetri (2005) 

Misbehavior in global value 
chains (social): Amaeshi, 
Osuji & Nnodim (2008);  
Asgary & Li (2016); Frenkel 
(2001); Halter, Arruda & 
Halter (2009); French 
(2010); Khan (2007);  
Stringer & Michailova (2018)  

Companies (not) meeting 
institutional expectations:  
Blanc, Cho, Sopt & Branco 
(2019); Bowen, Freidank, 
Wannow & Cavallone (2018);  
Burchell & Cook (2013);  
Collins (2009); Fiaschi, Giuliani 
& Nieri (2017); Lamin & 
Zaheer (2012); Luo (2006);  
Luyckx & Janssens (2016);  
Maruyama & Wu (2015);  
Moeller, Harvey, Griffith & 
Richey (2013); Rao & 
Hamilton (1996); Surroca, 

Unethical negotiation tactics 
towards partners 
(governance): Al-Khatib, 
Malshe & Abdulkader 
(2008); Leonidou, Leonidou, 
Coudounaris & Hultman, 
(2013)  

Table 1 (continued )  

Drivers of multinationals’ 
misbehavior 

Victims (Types in 
parenthesis) of 
multinationals’ misbehavior 

Tribó & Zahra (2013); Tan 
(2009); Yang & Rivers (2009);  
Villo, Halme & Ritvala (2020);  
Wang & Li (2019); Zhao, Park & 
Zhou (2014)  
Political ties, rent-seeking:  
Bucheli & Salvaj (2018);  
Dieleman & Sachs (2008); Wu, 
Johan & Rui (2016) 

Intellectual property or 
copyright infringements 
hurting competitors 
(governance): Fainshmidt, 
White & Cangioni (2014);  
Sonmez, Yang & Fryxell 
(2013)  

Pressure and attractiveness of 
bribery in certain contexts:  
Baughn, Bodie, Buchanan & 
Bixby (2010); Daniel, 
Cieslewicz & Pourjalali (2012);  
Iriyama, Kishore & Talukdar 
(2016); Jeong & Weiner 
(2012); Jiménez, Russo, Kraak 
& Jiang (2017); Lewellyn & 
Bao (2017); Luiz & Callum 
(2014); Millington, Eberhardt 
& Wilkinson (2005); Spencer & 
Gomez (2011); Stevens & 
Newenham-Kahindi (2021) 

Non-compliance with or 
abuse of standards and 
regulations including taxes 
(governance): Akamah, 
Hope & Thomas (2018);  
Allred, Findley, Nielson & 
Sharman (2017); Brenner 
(2011); Darrough (2010);  
Eden, Juarez Valdez & Li 
(2005); Fung, Yau & Zhang 
(2011); Gilbert, Tourani-Rad 
& Wisniewski (2007); Keig, 
Brouthers & Marshall (2015); 
Kemme, Parikh & Steigner 
(2020), Lenz (2020);  
Matute, Sánchez-Torelló & 
Palau-Saumell (2020);  
Strike, Gao & Bansal (2006);  
Weismann (2009); West 
(2018); Wettstein (2010);  
Wu & Salomon (2017)   
Companies behaving 
unethically or (potentially) 
weakening institutions 
(governance): Byrne (2014);  
Cuervo-Cazurra (2006, 
2008a); Cuervo-Cazurra & 
Genc (2008); 
Cuervo-Cazurra, Ciravegna, 
Melgarejo & Lopez (2018);  
Fogel (2006); Godinez & Liu 
(2018); Idahosa (2002);  
Jeong & Siegel (2018); 
Regner & Edman (2014)  
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usually based on organization theory and illustrate how differences in 
individual standards lead individuals to misbehave. Several studies 
analyze misbehaving individuals who pose a risk or engage in corruption 
and hence damage their firms (Muellner, Klopf & Nell, 2017; Tim-
ofeyev, 2015). Other studies point at multinational policies or corporate 
culture as the source of misdoing, for instance, by having social media 
policies that conflict with the rights of individuals (e.g., Stohl, Etter, 
Banghart & Woo, 2017), accordingly recommending new ways to rem-
edy it through new policies such as whistleblowing initiatives (e.g., 
Tavakoli, Keenan & Crnjak-Karanović, 2003). Finally, a few articles 
discuss a form of intra-firm wrongdoing where one segment of the 
multinational displays undesirable behavior towards another, such as 
rent-seeking by subsidiaries that use their bargaining power to extract 
rents from headquarters (e.g., Mudambi & Navarra, 2004), or majority 
shareholder entrenchment (Boubaktri, Guedhami & Mishra, 2010; 
Grosman, Aguilera & Wright, 2019). 

4.1.2. External drivers of multinational misbehavior 
The more dominant body of research assumes that the drivers of 

misbehavior are situated outside the multinational, particularly in its 
multi-faceted institutional environment. Some papers cover collusion 
between competitors (e.g., Christmann & Taylor, 2006), while a few 
look at illegal industries such as drugs (e.g., Mudambi & Paul, 2003), 
counterfeit goods (Gillespie & McBride, 2013), or cybercrime (Kshetri, 
2005). Some articles show that multinationals can behave irresponsibly 
depending on the institutional contexts they operate in and emerge from 
(Fiaschi, Giuliani & Nieri, 2017; Keig, Brouthers & Marshall, 2015), 
simultaneously acting responsibly and irresponsibly (Hahn, 2021; 
Strike, Gao & Bansal, 2006). Most prevalent, though, is work on cor-
ruption, often by multinationals operating in emerging markets, which 
has seen a large volume of studies in the international business literature 
(Cuervo-Cazurra, 2016). Often, the underlying assumption is that mul-
tinationals are tempted into unethical actions because they operate in a 
location where there is pressure to bribe (e.g., Spencer & Gomez, 2011) 
or where bribing leads to significant benefits (e.g., Jeong & Weiner, 
2012). 

4.2. Types of multinational misbehavior: environmental, social, and 
governance 

To clarify the dispersed literature and achieve a deeper under-
standing of what types of misbehavior multinationals engage in, we 
grouped articles into three themes that are typically addressed by 
different scholarly communities: environmental, social, and governance 
misbehavior. These reflect the typical dimensions of corporate social 
responsibility (Kohl, 2016). Each topic shows different types of negative 
externalities. Environmental misbehavior shows extensive negative ex-
ternalities, some of which are global. Social misbehavior reflects serious 
negative externalities in the form of abuses of local communities. 
Governance misbehavior arguably shows relatively limited negative 
externalities, as the misbehavior tends to be concentrated on the rela-
tionship between the multinational and its employees or transaction 
partners. Tables A, B, and C in the appendix contain the key articles on 
environmental, social, and governance misbehavior in multinationals, 
summarizing the question, empirical base, and main arguments. 

4.2.1. Environmental misbehavior in multinationals 
Most of the research on environmental misbehavior in multina-

tionals is on the ‘pollution haven hypothesis,’ in which multinationals 
relocate their polluting activities to countries with weaker environ-
mental regulations to avoid the compliance costs of their home countries 
(Berry, Kaul & Lee, 2021; Bu & Wagner, 2016; Christmann & Taylor, 
2001; Copeland & Taylor, 1994; Strike, Gao & Bansal, 2006). However, 
quantitative studies find inconclusive evidence on the pollution haven 
hypothesis (Christmann & Taylor, 2001; Dobson, 1992; Harrison, 1994). 
Additionally, we know little about how multinationals ‘hide’ their 

polluting facilities via institutional arbitrage by transferring their irre-
sponsible practices to subsidiaries facing lower stakeholder pressures. 
Regarding multinationals in emerging countries, anecdotal evidence 
also suggests environmental misbehavior (Eweje, 2009; Surroca, Tribó 
& Zahra, 2013). This is especially the case with associated companies 
whose activities do not appear in the annual reports. 

There is also a dual approach in which multinationals can simulta-
neously have negative and positive environmental effects under 
different conditions (Strike, Gao & Bansal, 2006). Wang and colleagues 
(2013) discuss how multinationals’ investments harm the natural 
environment, particularly in locations where institutions are underde-
veloped. Bu & Wagner (2016) suggest that multinationals can contribute 
both to a ‘race to the top’ and a ‘race to the bottom’ simultaneously, 
based on their environmental capabilities. Some scholars (Ramamurti, 
2012; Ramamurti & Singh, 2009; Williamson & Zeng, 2009) argue that 
in their global expansion, emerging market multinationals tend to 
exhibit better corporate social performance than their home country, 
domestic counterparts (Zyglidopoulos, Williamson & Symeou, 2016). A 
possible explanation for this finding is that internationalization may 
lead firms to reduce their propensity for environmental misbehavior 
because of the exposure to more stringent standards. 

4.2.2. Social misbehavior in multinationals 
Research in social misbehavior in multinationals has drawn attention 

to three very diverse issues: child labor, discrimination, and human 
rights violations. Multinationals from advanced economies may find 
that emerging economy subcontractors use slave and child labor to 
manufacture products for them. However, simple prescriptions from a 
developed market context may not work. Abolishing child labor might 
have unintended negative consequences, as French (2010) suggests 
based on survey data from Brazil. One of the four basic representational 
approaches (called ‘no-speak’) can harm the poor in the developing 
world, because such a representation ignores the local context and its 
complexities, as Khan (2007) argues. 

In the study of discrimination practices in multinationals, most of the 
attention is on gender discrimination. The main argument is that 
advanced country multinationals operating in emerging economies 
confront the dilemma of complying with local standards by following a 
‘moral relativism’ approach, or abiding by home country principles, 
which could be seen as ‘ethical imperialism’. US law requires American 
firms to follow non-discriminatory policies in their overseas operations, 
but this may be problematic in cultures that discourage gender equality 
(Mayer & Cava, 1993). Thus, while the emerging country subsidiaries of 
advanced country multinationals often engage in some discrimination, 
this is usually less than their local counterparts (Daspro, 2009; Fitz-
simmons, Bags & Brannen, 2020; Leong, Tan & Loh, 2004; Van Der 
Straaten, Pisani & Kolk, 2020). Wu and colleagues (2008) find that 
multinationals from countries with effective age and gender discrimi-
nation laws, and more individualistic and feminine cultures, are less 
likely to engage in gender or age discrimination abroad. Another 
important issue in discrimination research is a ‘glass ceiling’ faced by 
women in foreign assignments. As they are less frequently considered for 
expatriate roles, this is likely to restrain their progression into senior 
positions (Insch, McIntyre & Napier, 2008). 

Given the absence of a global body that can regulate multinationals’ 
adherence to human rights, there is real potential for violations in this 
realm as well. We note that there appears to be more literature on 
relatively mild unethical behavior towards employees and multinational 
stakeholders such as discrimination or unethical negotiating tactics than 
on severe violations such as slavery in global value chains. The human 
rights literature within the field of international business is still rela-
tively nascent (Wettstein et al., 2019). Some work has appeared on 
modern slavery practices that persist in global value chains (e.g., 
Burmester, Michailova & Stringer, 2019; Crane, 2013; Crane, LeBaron, 
Allain & Behbahani, 2017; Stringer & Michailova, 2018), but this vital 
theme has yet to penetrate mainstream international business literature. 
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More broadly, Murphy and Vives (2013) propose a framework for 
business and human rights to help multinationals implement the United 
Nations ‘Protect, Respect, and Remedy’ framework. Jackson (1998) 
argues for the need for an international court for international corpo-
rations. Stohl and colleagues (2017) find that most corporate social 
media policies inhibit free speech and are contrary to the UN Global 
Compact and other international agreements. Zhao and colleagues 
(2014) argue that multinationals tend to focus on economic adaptation, 
which often makes them fall behind in social adaptation, leading to 
public crises, indicative of multinational misbehavior. 

4.2.3. Governance misbehavior in multinationals 
Most of the research on governance misbehavior has focused on 

corruption abroad. Tax evasion is a more recent topic that is gaining 
traction, while other governance issues like global collusion are less 
investigated. 

Corruption in multinationals has a long history of analysis. Waldman 
(1973) was an early proponent of the need to study corruption in in-
ternational business and the importance of following a universal 
approach (corruption is bad) versus a local one (corruption might not be 
wrong in certain places). Subsequent studies were preoccupied with 
identifying corruption abroad (Beaver, 1994) and assessing the effec-
tiveness of the US Foreign Corrupt Practices Act that criminalized bribes 
paid by US firms abroad (Geo-JaJa & Mangum, 2000). 

Once datasets measuring corruption at the country level were 
available in the mid-1990s from the World Bank and Transparency In-
ternational, there was a rush of studies on the impact of host country 
corruption on multinationals. Most articles that studied country-level 
corruption argued that host country corruption discouraged foreign in-
vestments (Cuervo-Cazurra, 2006, 2008a, 2008b; Voyer & Beamish, 
2004), or affected entry modes (Duanmu, 2011; Karhunen & Ledyaeva, 
2012; Rodriguez, Uhlenbruck & Eden, 2005; Sartor & Beamish, 2018), 
although there are exceptions (Brouthers, Gao & McNicol, 2008). A few 
studies find that high levels of foreign direct investment could increase 
corruption (Robertson & Watson, 2004) and the inverse relationship, in 
which foreign direct investment reduced corruption (Kwok & Tadesse, 
2006). 

Another line of inquiry studies the impact of home country corrup-
tion on multinationals. Some articles investigate how home country 
corruption increases performance and strengthens the 
internationalization-performance relationship when expanding outside 
the home region (Cuervo-Cazurra et al., 2018a), and induces firms to 
bribe abroad (Spencer & Gomez, 2011). Others focus on home country 
conditions, studying how home country corruption leads to more in-
vestments in corrupt countries (Cuervo-Cazurra, 2006). 

Furthermore, a related line of inquiry in corruption in multinationals 
explores ways to limit bribery abroad using laws such as the US Foreign 
Corrupt Practices Act of 1978 and the OECD Convention on Combating 
Bribery of Foreign Public Officials in International Business Transactions 
of 1997. There was an early questioning of the effectiveness of the 
Foreign Corrupt Practices Act (Geo-JaJa & Mangum, 2000) and exam-
ples of how US firms bribed abroad (Beaver, 1994). However, over time, 
the Foreign Corrupt Practices Act has been increasingly used to prose-
cute foreign bribery (Weismann, 2009). The OECD Convention appears 
to have been effective in discouraging investment in corrupt countries, 
and the Foreign Corrupt Practices Act appears to have deterred US firms 
from investing in corrupt countries after the OECD Convention was 
implemented (Cuervo-Cazurra, 2008a). 

Beyond corruption, another vital area of multinational governance 
misbehavior is tax evasion, which has seen more scholarly advances 
recently (e.g., Gokalp, Lee & Peng, 2017). Multinationals arbitrage 
differences in tax regimes thanks to their operations across jurisdictions. 
They reduce their tax burden and enjoy tax incentives through inter-
national legal structures or transfer pricing, and public perception has 
considered this unethical even if it is legal (Godar, O’Connor & Taylor, 
2005; Matute, Sánchez-Torelló & Palau-Saumell, 2020; Mehafdi, 2000; 

Johnson & Holub, 2003). In specific institutional environments, regu-
latory arbitrage is prevalent (Fung, Yau & Zhang, 2011). As such, some 
firms engage more in tax management strategies, displaying less trans-
parency in their disclosures (Akamah, Hope & Thomas, 2018). Other 
firms act as intermediaries, playing an essential role in facilitating 
inappropriate tax strategies across jurisdictions (Allred et al., 2017; 
Jones, Temouri & Cobham, 2018). Echoing the difficulties in measuring 
misbehavior, studies use variables that do not directly measure tax 
evasion, such as the presence of tax haven subsidiaries (Akamah, Hope & 
Thomas, 2018) or the antecedents or effects of penalties for corporate 
fraud (Eden, Juarez Valdez & Li, 2005; Wu, Johan & Rui, 2016). 

Multinationals also misbehave by colluding with other firms. This 
occurs via cartels (Brenner, 2011), self-regulation (Christmann & Tay-
lor, 2006), financial irregularities (Du et al., 2018), rent-seeking 
(Dieleman & Sachs, 2008; Wu, Johan & Rui, 2016), or by partici-
pating in illegal industries (Gillespie, 2003; Mudambi & Paul, 2003). As 
many studies implicitly blame the poor quality of country institutions as 
leading multinationals to act opportunistically and break norms, some 
have called for greater corporate morality, including in tax evasions 
(Godar, O’Connor & Taylor, 2005; Johnson & Holub, 2003; Lenz, 2020). 

4.3. Victims of multinational misbehavior: groups within the 
multinational, the multinational, specific stakeholders, and the public 

We classify the victims of multinational misbehavior according to 
whether the harm occurs in the multinational (groups or the multina-
tional) or outside the multinational (specific stakeholders or the public). 

4.3.1. Harm to groups within the multinational 
Within multinationals, the literature primarily recognizes employees 

as victims of misbehavior, often by unintentional policies that lead to 
discrimination or excessive pressure on employees. Most of these 
analyze gender differences in hiring and assessment (Wu, Lawler & 
Xiang, 2008) or other types of biases like language (Śliwa & Johansson, 
2014). Emerging research seems to show that multinational firms may 
display less bias than purely local ones (Fitzsimmons, Baggs & Brannen, 
2020; Van Der Straaten, Pisani & Kolk, 2020). Others discuss more 
targeted and damaging undesirable behavior toward employees, 
including bullying (Harvey, Treadway & Heames, 2006) or psycholog-
ical contract violation (Peng, Wong & Song, 2016). 

4.3.2. Harm to the multinational 
The harm can also concern different parts of the multinational, such 

as a subsidiary or headquarters, in cases where their interests are not 
aligned and controversial decisions are taken (e.g., Balogun, Fahy & 
Vaara, 2019). Finally, where misbehavior is driven by majority share-
holder entrenchment, it is the minority investors who are harmed. 
Overall, the idea of specific units within the multinational being harmed 
by misbehavior was not prominent in the articles we reviewed. 

4.3.3. Harm to specific stakeholders 
In terms of specific groups outside the multinational impacted by 

misbehavior, we found studies on unethical practices between buyers 
and suppliers across borders (e.g., Leonidou, Leonidou, Coudounaris & 
Hultman, 2013), but this theme is relatively rare. Multinationals may 
also unethically disadvantage their competitors by infringing on intel-
lectual property rights (e.g., Fainshmidt, White & Cangioni, 2014). We 
found that the most dominant theme in the articles retrieved was harm 
done to stakeholders in multinational supply chains. As multinationals 
differ from domestic firms in their extensive reliance on global value 
chains, this leads them to be held responsible for misbehavior by their 
suppliers and subcontractors towards the latter’s stakeholders (Amae-
shi, Osuji & Nnodim, 2008; Frenkel, 2001; LeBaron, 2014), including 
non-adherence to basic worker’s rights (e.g., Stringer & Michailova, 
2018) or child labor (e.g., Khan, 2007), with multinationals attracting 
activists, media or investors holding the multinational accountable. 
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4.3.4. Harm to the public 
Further, multinationals are in a unique position to arbitrage across 

jurisdictions, leading to rule-breaking that harms the general public, for 
instance when they evade regulations by shifting activities across 
countries (e.g., Allred et al., 2017). In particular, the topic of multina-
tional tax evasion has seen a recent rise in scholarly interest (Kemme, 
Parikh & Steigner, 2020; Lenz, 2020; West, 2018) as well as substantial 
coverage in the media, given its negative impact on government tax 
receipts. They may also harm the general public in host countries if they 
engage in corruption, which leads to private benefits for officials, at the 
expense of public benefit. The public harm can also be indirect, for 
instance when firms build a capability to deal with low-quality in-
stitutions (Cuervo-Cazurra & Genc, 2008) and select corrupt countries 
for investment (Cuervo-Cazurra, 2006), or when concentrated wealth is 
associated with lower national socio-economic outcomes (Fogel, 2006), 
leading to suboptimal political or economic institutional arrangements 
that limit national welfare. Finally, some articles analyze how multi-
nationals may engage in a race to the bottom in environmental regula-
tions (the ‘pollution haven’ hypothesis) or, instead, whether they raise 
standards in host countries (Bu & Wagner, 2016; Christmann & Taylor, 
2001). These and other articles investigate harm to the natural 
environment. 

Finally, we note that our literature review surfaced conceptual and 
review articles that tend to straddle our classification into antecedents, 
types and outcomes as they aim to clarify specific topics, such as cor-
ruption (Bahoo, Alon & Paltrinieri, 2020; Cuervo-Cazurra, 2016; 
Kouznetsov, Kim & Wright, 2019), cronyism (Khatri, Tsang & Begley, 
2006), human rights (Holliday, 2005; Wettstein et al., 2019), gender 
(Koveshnikov, Tienari & Piekkari, 2019), business ethics (Asgary & 
Mitschow, 2002; Frederick, 1991), child labor (Kolk & Van Tulder, 
2004) or anti-dumping (Robin & Sawyer, 1998). 

5. Extending research on multinationals’ misbehavior 

We now go beyond the review of past studies and provide sugges-
tions on how to proceed in future research. We begin by identifying the 
hidden assumptions that have caused the relatively patchy treatment of 
this important topic. We follow with a structured explanation on how to 
extend five theories of the firm (i.e., agency theory, transaction cost 
economics, resource dependence theory, neo-institutional theory and 
resource-based view) by analyzing multinational misbehavior. We then 
suggest bridges to adjacent disciplines (i.e., ethics, psychology, sociol-
ogy, anthropology, law, political sciences, and economics), which can be 
fruitfully incorporated in the international business literature to clarify 
when, how and why multinationals misbehave. Finally, we reflect on a 
few salient topics unique to multinationals with extensive media 
coverage that merit more attention from international business scholars. 

5.1. Implicit assumptions driving research on multinational misbehavior 

The uneven treatment of misbehavior in the international business 
literature is driven by implicit assumptions and research strategies. We 
thus ask, what is missing and why? This allows us to outline three areas 
where we see clear gaps in the literature. 

5.1.1. Study what can be measured 
We find that data availability drives research on multinational 

misbehavior. The review reveals a wide diversity in the topics analyzed, 
and, at the same time, a concentration of research on a few topics, like 
corruption, to the detriment of other relevant issues, not because of 
importance but because of data availability. For example, whereas 
corruption was acknowledged as a problem early on (Waldman, 1973), 
it was not until the World Bank and Transparency International pub-
lished measures of corruption in multiple countries that the literature 
expanded significantly. Studies used firm-level explanations to analyze 
the influence of corruption on foreign direct investment 

(Cuervo-Cazurra, 2006, 2008a, 2008b ). The availability of firm-level 
data, like the World Bank’s Business Environment and Enterprise Per-
formance Survey, led to another spur in research (Lee & Hong, 2012). A 
similar process seems to be occurring in research on environmental 
misbehavior. The availability of country-level measures like the Envi-
ronmental Performance Index of Yale University or the Sustainable 
Development Goals, or firm-level measures like ASSET4 and RepRisk is 
driving new research on the topic (Wang & Li, 2019). This leaves a host 
of more ambiguous topics and data-scarce empirical contexts unstudied. 
Empirical studies focus on easily observable outcomes (e.g., financial 
statements, secondary datasets) and there is little questioning of the 
accuracy of such data, even when some lack reliability (Stuart & Wang, 
2016). Thus, a fruitful avenue for researchers interested in a topic is to 
measure and make available indicators that other researchers can then 
use to analyze how multinationals misbehave. 

5.1.2. Good multinationals in bad contexts 
Most studies assume that bad contexts lead good firms astray. The 

implicit assumption appears to be that multinationals and their man-
agers are ‘good’, yet they end up doing bad things either because they 
happen to operate in countries with lower standards and opportunistic 
officials, or they accidentally hire rogue employees who engage in un-
savory practices in faraway locations. The implicit message of much 
research is that multinationals adapting to local practices may unwill-
ingly cross the line of what is acceptable in the home country and thus 
misbehave. 

However, in many cases, multinationals are willing participants in 
misbehavior (Jeong & Weiner, 2012; Jones, Temouri & Cobham, 2018). 
Moreover, due to the ‘good’ firm and managers’ bias, there is also scant 
attention in the literature on internal organizational controls and their 
effectiveness. Much research focuses on country controls such as laws 
that identify and punish misbehavior (Cuervo-Cazurra, 2008). More 
research is needed into the internal mechanisms that enable misbe-
havior, as case studies show that emerging market multinationals in 
weak institutional environments display different control systems 
(Dieleman & Boddewyn, 2012) or response strategies (Villo, Halme & 
Ritvala, 2020). Future research can take this idea and study the inter-
action between the opportunities and incentives to identify mechanisms 
that enable misdoing. 

5.1.3. Interesting topics 
When studying the motivations and contributions of the studies, we 

find that topical novelty rather than theoretical inadequacy is the selling 
point of studies on multinational misbehavior. Misbehavior is a rare and 
hidden occurrence, challenging the ability of scholars to research it. 
Moreover, in countries with problematic institutions, there is even less 
reporting of misbehavior (Jensen, Li & Rahman, 2010). We see that 
media attention often triggers new studies on underdeveloped topics, 
such as tax evasion, and the findings are often interpreted in the light of 
known theories. There is an opportunity to develop a solid body of 
research around themes related to misbehavior that can impact the 
global discussion in media and in policy circles, rather than simply 
following it. A more structured approach can help develop new theo-
retical mechanisms. Models of the multinational assume that firms and 
managers operate within institutional constraints (North, 1990; Scott, 
1995), which is not the case in misbehavior. Explaining misbehavior 
reveals the limitations of current theories and opportunities to advance 
them, as we discuss next. 

5.2. Extending theories of the firm by analyzing multinational 
misbehavior 

Research on multinational misbehavior can help extend theories of 
the firm by addressing their assumptions on internal misbehavior from 
employees and external misbehavior from the relationships between the 
multinational and its environment. We illustrate this with five 
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traditional theories of the firm: agency theory, transaction costs/insti-
tutional economics, resource dependence, neo-institutional theory, and 
the resource-based view. We order them in terms of their view on 
misbehavior, from one extreme in agency theory and transaction costs 
economics that assume misbehavior, to resource dependence that is 
more ambivalent on misbehavior, to institutional theory and the 
resource-based view that tend to assume well-behaved individuals. 
These assumptions result in varying predictions, complementing re-
views on domestic firm misbehavior (Greve, Palmer & Pozner, 2010) 
while offering new research questions for international business 
scholars. We summarize our suggestions in Table 2. 

5.2.1. Agency theory: self-centered managers and unreliable partners 
First, agency theory analyzes relationships in which one party, the 

principal, establishes monitoring and control systems to ensure that 
another party, the agent, selects the decisions that ensure the achieve-
ment of the principal’s objectives. This relationship (Ross, 1973) suffers 
from a divergence in objectives, imperfect contracting, and asymmetric 
information (Fama & Jensen, 1983; Jensen & Meckling, 1976). The 
theory assumes misbehavior by agents, who use information asymme-
tries to pursue their objectives at the expense of those of the principals. 

Internal misbehavior from an agency perspective is typically based 
on the assumption of the divergence of objectives among managers 
within the multinational. The traditional view is that self-centered 
subsidiary managers may be seeking rents from other entities to 
further their objectives (Cuervo-Cazurra, Mudambi & Pedersen, 2019; 
Mudambi & Navarra, 2004; Roth & O’Donnell, 1996). However, the 
assumption of divergence can be extended towards illegal actions in 
ways that the current literature on harm to the multinational has so far 
overlooked. Subsidiary managers may engage in illegal actions that 
improve their career prospects at the expense of the multinational, such 
as bribing local politicians to increase subsidiary success and, 

consequently, their standing. This type of behavior creates a laboratory 
for the theory on the conditions that push some managers to engage in 
illegal behavior while others do not. Is it that the multinational suffers 
from an adverse selection problem of having selected or promoted 
managers that were inclined toward illegal behavior? Or is it that the 
high-powered incentives in which subsidiary managers are promoted 
push them toward illegal behavior? Another extension is on the design 
of controls to prevent misbehavior. An agency perspective would pro-
pose that multinationals impose stricter controls to prevent misbehavior 
by subsidiary managers, especially in countries with low-quality in-
stitutions. However, this assumes that headquarter managers, the prin-
cipals, do not misbehave and it is the subsidiary managers, the agents, 
who misbehave. An interesting extension is to challenge this assumption 
and consider that it may be headquarter managers who require the 
subsidiary managers to misbehave, pushing them to engage in illegal 
practices in far-away subsidiaries, such as pollution or labor abuse, to 
the benefit of the multinational. Principals may be unprincipled, leading 
to corruption (Peiffer & Alvarez, 2016). Jeong & Weiner (2012) point 
out that while headquarters may benefit most from misbehavior such as 
paying bribes, it is the agents who bear most of the risk of negative 
consequences. Thus, the study of misbehavior adds a novel twist to 
agency theory, by questioning the assumption of misbehaving agents 
and incorporating the possibility of misbehaving principals. In such a 
situation, how does the multinational establish controls when it is the 
principals who need to be prevented from forcing agents to misbehave? 

External misbehavior in agency theory emerges from the relation-
ships between the firm and external partners, such as with suppliers and 
distributors or even among owners who become entrenched and act to 
the detriment of minority shareholders (Boubakri, Guedhami & Mishra, 
2010) and society at large (Fogel, 2006). Agency theory conceptualizes 
the firm as a nexus of contracts, suggesting that multinationals also need 
to rethink their external relationships, especially in countries that lack 

Table 2 
Misbehavior in multinationals and theories of the firm.  

Theory Agency Transaction cost economics Resource dependence Neo-institutional Resource-based view 

Disciplinary basis Economics Economics Sociology Sociology Economics/Strategy 
Key issue addressed 

by the theory 
How principals in firms 
ensure that agents make 
decisions to achieve 
principals’ objectives 

How managers reduce costs in 
firms’ economic transactions 

How managers ensure 
support for their firms’ 
operations 

How managers ensure the 
legitimacy of their firms’ 
operations 

How managers increase 
value creation from firms’ 
resources/ capabilities 

Key question on 
multinational 
misbehavior 

How managers prevent 
misbehavior in foreign 
operations 

How managers reduce 
transaction costs in their 
cross-border operations 

How managers reduce 
the power dependence 
on foreign partners 

How managers facilitate the 
legitimacy of the firm 
abroad 

How managers improve the 
firm’s competitive 
advantage abroad 

View on 
misbehavior 

Always. Agents will tend 
to misbehave and seek 
their own objectives 

Usual. Transaction partners 
might behave 
opportunistically if given the 
chance 

Common. Parties with 
power over others might 
abuse the power to 
extract concessions 

Uncommon. Firms imitate 
others to achieve legitimacy, 
and some practices might be 
illegal 

Rare. Partners focus on 
value creation in 
collaboration with others 

Sources of internal 
multinational 
misbehavior 

Self-centered managers. 
Managers pursue their 
objectives at the expense 
of the multinational 

Opportunistic managers. 
Managers seek gains at the 
expense of the multinational 

Managerial fiefdoms. 
Managers build fiefdoms 
to increase their power 
within the multinational 

Internal legitimacy 
tensions. Managers face 
internal legitimacy tensions 
between headquarters and 
subsidiaries 

Employee misuse of 
resources. Managers and 
employees misuse firm 
resources of the subsidiary 
to build their ventures 

Key answer on 
internal 
multinational 
misbehavior 

Managers establish 
controls and incentives to 
prevent subsidiary 
managers from 
misbehaving abroad 

Managers design contracts to 
reduce managerial 
opportunism abroad 

Managers establish 
controls and dependence 
to reduce the power of 
managers abroad 

Managers design practices 
that can be legitimate in 
headquarters and the 
subsidiary 

Managers develop controls 
over resources to reduce the 
loss of resources 

Sources of external 
multinational 
misbehavior 

Unreliable partners. 
Local partners seek their 
objectives and cheat the 
multinational 

Opportunistic external 
partners. Local partners seek 
benefits from their 
transactions with the 
multinational 

Abusive external 
partners. Local partners 
use their power over the 
subsidiary to extract 
rents 

Legitimate but illegal 
behavior. Local partners 
lead subsidiaries to follow 
externally legitimate 
practices that are illegal 

Partners’ misuse of 
resources. Local partners 
and competitors obtain 
unauthorized resources 
from the multinational 

Key answer on 
solving external 
multinational 
misbehavior 

Multinational managers 
design incentive and 
control systems to prevent 
external partners from 
misbehaving 

Multinational managers 
internalize transactions and 
increase controls to reduced 
misbehavior by partners 
abroad 

Multinational managers 
reduce dependence on 
ethically dubious 
partners in host countries 

Multinational managers 
design practices that ensure 
global legitimacy even if 
they are illegitimate in the 
host country 

Multinational managers 
design systems to protect 
resources/ capabilities to 
reduce misbehavior in the 
host country 

Initial arguments Jensen & Meckling (1976), 
Hölmstrom (1979) 

Coase (1937), Williamson 
(1975, 1985), North (1990) 

Pfeffer & Salancik (1978) DiMaggio & Powell (1991) Penrose (1959), Barney 
(1991)  
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good controls on misbehavior or in partnerships with high information 
asymmetry. The usual view is that multinationals risk suffering from the 
misbehavior of external parties who, for example, provide components 
and inputs of much lower quality than agreed or produced in unsavory 
conditions by workers. This is a common extension of the theory, which 
can be further refined by analyzing how the context increases infor-
mation asymmetries and the possibility of misbehavior by partners, 
especially when the country lacks reliable contract dispute mechanisms 
in the form of an unbiased and efficient judicial system. The theory tends 
to assume that in case of a dispute, principals and agents can solve the 
disagreements in court, but what happens when the courts are not 
reliable? Another more intriguing issue is how the multinational can 
establish a contract with external parties in situations like this. How can 
the managers of the subsidiary align the incentives of partners so that 
they comply with the conditions of the contract in situations of weak 
contract resolution? Thus, analyzing misbehavior across locations can 
help facilitate a better understanding of the external drivers of the 
design of agency relationships. 

5.2.2. Transaction cost economics: opportunistic managers and 
opportunistic external partners 

Transaction cost economics (Williamson, 1975), also known as 
institutional economics (North, 1990), focuses on understanding how 
managers can reduce the cost of transacting with other parties. In 
addition to imperfect contracting and information asymmetries, trans-
actions suffer from opportunism by contractual partners who misbehave 
if given a chance, and asset specificity in which investments have a low 
secondary value outside the transaction (Williamson, 1985). 

In this theory, internal misbehavior takes the form of opportunistic 
subsidiary managers who misuse the resources of the subsidiary. 
Managerial opportunism in multinationals tends to receive little atten-
tion because the theory focuses on the decision of whether to use the 
market or the company to govern a particular transaction (Buckley & 
Casson, 1976; Hennart, 1982; Teece, 1986). However, subsidiary man-
agers may benefit from information asymmetries and limitations in 
cross-border controls and behave opportunistically with company as-
sets, using them for their benefit at the expense of the company. Rather 
than consider whether the subsidiary should internalize activities or use 
external vendors to minimize transaction costs, the misbehaving man-
ager may decide to rely on particular suppliers or vendors that provide 
the manager with financial inducements even if transaction costs are 
higher. Such a possibility helps extend transaction cost theory by forcing 
it to consider not just the conditions of the transaction as traditionally 
done, but also who decides the transaction, with the externalization 
decision being influenced by the subsidiary manager’s efficiency in 
obtaining rents. Another interesting extension is to analyze the role of 
the knowledge gained by the manager from working in the subsidiary 
and the possibility of abusing this knowledge by leaving and creating a 
competitor. All this helps extend the theory’s focus beyond the trans-
action and into incorporating managerial opportunism within the 
transaction. 

External misbehavior is a familiar realm in the application of trans-
action cost economics in multinationals. The standard view is that 
multinationals face more information asymmetries in their foreign op-
erations and may suffer from misbehaving local partners, especially in 
countries with poor quality contractual institutions that enable partners 
to renege on contracts and expropriate the foreign firm (Henisz, 2000). 
The usual solution is for multinationals to increase control over their 
foreign operations, dealing with fewer partners, or avoiding external 
contracting altogether. These ideas of partner misbehavior highlight the 
importance of understanding which party has the assets that lead to the 
highest increase in value creation (Hennart, 2009; Verbeke & Kano, 
2013). However, there is more to this misbehavior than merely a po-
tential of expropriation. Misbehaving partners can engage in illegal 
actions and transfer these to the firm by, for example, using unautho-
rized materials or labor or environmental practices in the inputs or 

components sold to the multinational. This helps extend the theory by 
bringing opportunisms to an extreme level in uncommon mechanisms, i. 
e., the partner may undermine the value of the assets of the multina-
tional not through the usual mechanism of expropriation but through 
the uncommon mechanism of contamination. Thus, it would be inter-
esting to analyze how the foreign subsidiary protects not only physical 
assets from expropriation, which can be done by using supply contracts 
instead of alliances, but also intangible assets from being tainted by the 
association with unethical partners. 

5.2.3. Resource dependence theory: managerial fiefdoms and abusive 
external partners 

Resource dependence theory is concerned with power relations. It 
analyzes how managers deal with parties that have power over the 
company because they control resources that the firm needs to operate 
(Pfeffer & Salancik, 1978). The traditional solution is establishing re-
lationships to ensure access to the necessary resources through acqui-
sition, co-optation, or alliances. The theory does not assume 
misbehavior but rather the abuse of power, which in some cases can be 
viewed as misbehavior. 

Internally in the firm, the usual application of resource dependence 
is to argue that subsidiary managers compete against each other for 
support from headquarters. This can take the form of upgrading the 
mandate of the subsidiary and making it into a center of excellence 
within the multinational network (Birkinshaw & Hood, 1998). Subsid-
iary managers might design mechanisms to reduce the dependence and 
associated power of headquarters over the subsidiary rather than co-opt 
headquarters. International operations are less under the control of in-
terest groups at home like the government (Choudhury & Khanna, 
2014). Going beyond this traditional application of the theory is the idea 
that subsidiary managers might actually misbehave and abuse their 
control, seeking independence from headquarters in unsavory ways. 
This reduction of headquarters’ power can be made by reducing trans-
parency and resisting compliance with headquarters. Increasing host 
country relationships that provide alternative access to scarce resources 
enable subsidiary managers to counter the economic power exerted by 
headquarters. Such local ties may be unsavory to headquarters, when for 
example, the subsidiary connects to local partners not so much for their 
local support but to counter headquarters’ control. It would be inter-
esting to analyze how internal dependence within the multinational is 
managed by replacing dependence on headquarters with dependence on 
host country partners, providing another avenue to probe further into 
misbehavior harming groups within the multinational. Another 
intriguing avenue of research is the extension of resource dependence to 
help shed light on individual relationships within multinationals that 
result in misbehavior, for instance, those of supervisors and employees 
leading to discrimination (Varma, Stroh & Schmitt, 2001). 

In external relations, resource dependence is commonly associated 
with the management of relationships with powerful external actors on 
which the subsidiary depends, leading to co-optation. However, the 
subsidiary’s dependence on untrustworthy local partners and politicians 
might lead to an intriguing extension of resource dependence in un-
ethical situations. Subsidiary managers might need to provide external 
parties in the host country with illegal private benefits to ensure that the 
subsidiary receives the necessary support to operate there, e.g., bribing 
politicians to get a permit to operate or a contract. However, the illegal 
nature of this co-optation creates tension within the subsidiary as 
managers are unable to sever the relationships for fear of the illegal 
behavior being revealed. Thus, a novel theoretical extension emerges on 
how the illegal co-optation of external parties results in an increase 
rather than a reduction of power of external parties. In some situations, 
especially in countries with low-quality political and institutional con-
ditions, subsidiary managers might encounter inappropriate situations, 
such as low-level bribes needed for permits (Casciaro & Piskorski, 2005). 
Different from the traditional view of the theory of co-opting highly 
powerful partners, subsidiaries may be pressured to co-opt individuals 
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with little actual power. The need to co-opt external parties also creates 
the conditions for external parties to extract rents from the multina-
tional, thus sustaining misbehavior, and calling for unique control 
mechanisms (Dieleman & Boddewyn, 2012). Conversely, powerful 
multinationals may cause their dependents, including subcontractors, to 
resort to illegal actions, introducing a novel extension of the theory that 
can better explain misbehavior in global value chains. 

5.2.4. Neo-institutional theory: internal legitimacy tensions and legitimate 
but illegal external relations 

Neo-institutional theory aims to understand how managers can help 
the firm achieve legitimacy within society. Companies are social entities 
embedded within the broader social context (Scott, 1995). They are 
subject to isomorphic pressures that induce them to imitate legitimate 
practices, either because they face regulatory pressures via laws and 
relations, normative pressures in the form of expected norms of 

behavior, or cognitive pressures from cultural expectations (DiMaggio & 
Powell, 1983). 

In the internal relations within the multinational, there are legiti-
macy tensions between headquarters and subsidiaries that require an 
internal balancing act. In the traditional application of the theory, 
subsidiary managers select actions that increase subsidiary legitimacy in 
the host country, but such actions go against the legitimate norms of 
behavior established in the multinational (Kostova & Zaheer, 1999). The 
study of misbehavior adds new opportunities for extending the theory by 
considering how the illegality of internal norms of behavior play across 
the network of subsidiaries. For example, subsidiary managers might 
engage in gender discrimination because the practice is perfectly legal 
and accepted; however, this might be considered gross misbehavior by 
headquarters. This opens the possibility of analyzing the tension within 
multinationals of how legitimacy is defined and which standards are 
appropriate to use within the multinationals. These internal legitimacy 

Table A1 
Content analysis of selected articles on multinationals’ environmental misbehavior.  

Author(s) Year Journal Question Research design Findings/arguments 

Dobson 1992 JBE Whether American multinationals comply 
with generally accepted ethical norms in 
their overseas operations 

Three case studies Multinationals do not give ethics adequate weight 
when they decide on environmental matters 

Harrison 1994 JWB Whether the pollution haven hypothesis 
explains foreign direct investment in 
developing countries 

Studies on investments in polluting 
industries and pollution havens 

No empirical support for the pollution haven 
hypothesis 

Gallarotti 1995 JWB Whether environmental strategies pay off Managerial incentive structure Environmental strategies pay off, given the 
multiple benefits that a firm can achieve through 
them 

Christmann & 
Taylor 

2001 JIBS Whether globalization is detrimental to the 
environment 

Survey of Chinese managers from 118 
firms, operating in China 

No support for the pollution haven hypothesis. 
Globalization increases institutional and customer 
pressures for firms to engage in self-regulation and 
adopt certifiable standards 

Eweje 2006 JBE The environmental impact of 
multinationals operating in developing 
countries 

Case study of the Nigerian oil industry. 
Interviews with multiple stakeholders 

Oil multinationals contribute to environmental 
degradation, which is unacceptable for multiple 
stakeholders 

Aguilera- 
Caracuel 
et al. 

2012 JBE How institutional distance and financial 
performance influence the generation of 
environmental standards in multinationals 

135 multinationals from three industries 
(chemical, energy and petroleum, 
machinery), headquartered in five 
countries (USA, Canada, Mexico, France, 
Spain) 

Institutional distance between home and host 
country reduces the standardization of 
environmental practices, headquarter financial 
performance supports standardization and 
strengthens institutional distance – 
standardization 

Surroca, Tribó 
& Zahra 

2013 AMJ How multinationals respond to corporate 
social responsibility stakeholder pressures 
in the home country 

269 subsidiaries in 27 countries 
belonging to 110 multinationals from 22 
countries over the period 2000–2007 

Multinationals respond to home country 
stakeholder pressures for increased corporate 
social responsibility by transferring corporate 
social irresponsibility practices to their 
subsidiaries with fewer stakeholder pressures, 
especially their interlocked minority-owned 
subsidiaries 

Wang, Gu, 
David & 
Yim 

2013 JIBS How foreign direct investment affects a 
host environment 

287 Chinese cities over the period 
1999–2005 

Institutional development significantly alleviates 
environmental threats from foreign direct 
investment 

Bu & Wagner 2016 JIBS How firm environmental capabilities help 
the race to the bottom and race to the top 

297 foreign direct investment events 
from large US multinationals that 
invested in Chinese provinces over the 
period 1992–2009 

Pollution-haven and induced innovation 
hypothesis co-exist in the internationalization of 
multinationals 

Villo, Halme 
& Ritvala 

2020 JWB How multinationals-non-governmental 
organizations conflict over a serious 
transnational environmental issue evolves 
in a context of state-managed network 
capitalism 

Case study of Arctic oil drilling dispute 
between environmental non- 
governmental organizations headed by 
Greenpeace, and Gazprom, the Russian 
energy giant 

Authors propose two new concepts for conflict 
situations where corporations and states are 
intertwined: shadow-boxing (where the escalation 
of visible action by non-governmental 
organizations is met with a seemingly separate but 
concerted response by the multinationals and 
state bodies) and homeostasis (where the 
contested corporate activity continues 
undisturbed after the escalated conflict) 

Berry, Kaul & 
Lee 

2021 SMJ Whether companies source more from 
countries with less stringent 
environmental regulations 

US manufacturing imports from 77 
countries over the period 2006–2016 

Authors find evidence of a pollution haven effect, 
i.e., a negative association between the stringency 
of a country’s environmental standards and its 
share in US imports. This effect was present for 
sourcing from multinational-owned foreign 
operations as well sourcing from unrelated third 
parties abroad, and was more pronounced in 
industries with high toxic emissions and low 
technological intensity  
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Table B1 
Content analysis of selected articles on multinationals’ social misbehavior.  

Author(s) Year Journal Question Research design Findings/arguments 

Mayer & Cava 1993 JBE How US firms should promote gender 
equality in a culture which discourages 
gender equality in the workplace 

Conceptualizes the dilemma and makes 
normative propositions 

Multinationals which promote workplace 
equality in a host country such as Japan, 
which is actively involved in the 
international economic and political 
community, is not ‘ethical imperialism’ in 
any pejorative sense and is preferable to 
amoral relativism or a social contract 
approach 

Appold, 
Siengthai & 
Kasarda 

1998 ASQ The factors that lead to gender inequality in 
the employment of managers 

Data on firms operating in Thailand whose 
headquarters are in the US, Japan or 
Thailand 

The immediate business environment, 
rather than national culture, determines 
the choice of management strategy 

Jackson 1998 JBE Whether there is a need for a court for 
international corporate offenses 

Dialectic Given the absence of any institution for 
imposing legal liability on global business, 
we need an international corporate court 

Jackson 2000 JBE How concerns about the limits of 
adjudication (and its various moral 
counterparts) apply to international decision- 
making connected to the human rights 
obligations of multinationals 

Ethical problems in developing countries as 
examples 

Scenarios having a strong polycentric 
character in one or more of the above 
senses are prevalent in international 
business ethics 

Gherardi & 
Poggio 

2001 JWB How gender asymmetry in organizations is 
produced and reproduced through cultural 
and symbolic practices 

Examines the rules and the rituals by which 
gender is created and recreated in 
organizations through the analysis of 
narratives 

Organizational cultures define settings, 
tasks, and behaviors specific to the men 
and women who work within them; 
organizational cultures presuppose a set of 
already hierarchically normed 
interactions based on the sexual division 
of labor and on gender expectations 

Kolk & Van 
Tulder 

2004 JWB How multinationals address conflicting 
norms and expectations 

50 leading multinationals adopt universal 
ethical norms (related to exportive human 
resource management) or relativist ethical 
norms (related to adaptive human resource 
management and multidomestic strategies) 

Child labor is not an issue where 
universalism prevails. A limited number of 
multinationals have adopted an active 
policy with explicit codes and policies, 
while others use more general statements 

Leong 2004 JBE The factors that affect multinationals’ 
discrimination in recruitment ads in a lax 
regulatory environment 

Discrimination in 1,122 recruitment print 
ads of US, UK, and Japanese affiliates of 
multinationals 

With the lack of a strong legal framework 
in the host country, the home country’s 
legal and cultural imperatives would be 
more salient, suggesting differences in 
discrimination as a function of home 
country imperatives 

Harvey, 
Novicevic, 
Buckley & 
Fung 

2005 JWB How the acceptance of inpatriate managers 
by home country managers in multinationals 
can be enhanced 

Develops a practical framework to address 
this issue 

Unless the inpatriate ‘liability of 
foreignness’ issue is addressed, the 
development of a global mindset will be 
more difficult, and organizations will be 
less likely to be able to compete 
successfully in the global marketplace 

Holliday 2005 JBE How current approaches by socially 
responsible corporations doing business in 
Myanmar can stimulate political reform 

Contextual features of business links with 
Myanmar 

Socially responsible corporations, 
committed to improving individual life 
chances through engagement with 
developing societies, should undertake 
collaborative and principled direct 
investment in Myanmar 

Khan 2007 JBE How ethical issues in developing countries 
can be best represented by international 
business and their stakeholders 

Fieldwork-based case study on the child 
labor issue in Pakistan’s soccer ball 
industry. 60 interviews. 

The author illustrates how one of the four 
basic representational approaches 
identified (called ‘no-speak’) can have 
detrimental consequences for the poor in 
the developing world 

Christmann & 
Taylor 

2006 JIBS How ISO (International Organization for 
Standardization)-certified firms in China 
select their level of compliance 

Survey of Chinese firms, 206 usable 
responses 

ISO-certified firms in China strategically 
select their level of compliance depending 
on customer preferences, customer 
monitoring, and expected sanctions by 
customers 

Strike, Gao & 
Bansal 

2006 JIBS Whether the internationalization of US firms 
influences their corporate social (ir) 
responsibility 

222 US firms from 1993-2003 International diversification is associated 
with both more corporate social 
responsibility and more corporate social 
irresponsibility 

Welch & Welch 2006 IBR How effective corporate culture is as a control 
mechanism in the multinational context 

Review and reconcile literature in different 
fields in this area 

It is difficult to engineer individual 
commitment to a corporate value system; 
it takes a long time to restructure and 
introduce new systems and practices for 
new strategic direction 

Insch 2008 JBE How female managers can break the 
expatriate glass ceiling that prevents them 
from receiving the foreign management 
assignments and experience that are 
becoming increasingly critical for promotion 
to upper management 

Pre-assignment, on-assignment, and post- 
assignment strategies for breaking the 
expatriate glass ceiling 

Multinationals need to create the proper 
atmosphere for the development of the 
requisite social networks that are crucial 
to receiving expatriate assignments and 
inserting the appropriate female 
employees into those networks 

(continued on next page) 
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Table B1 (continued ) 

Author(s) Year Journal Question Research design Findings/arguments 

Prieto-Carrón 2008 JBE How the feminist academic literature on 
women and industrialization gives us 
necessary insights into the position of female 
shop floor workers in the industrialization 
process, and how ideologies of gender matter 

Literature review on women workers in the 
industrialization process, global supply 
chains, and corporate codes of conduct 

When this crucial knowledge is ignored, 
then the ethical policies of the companies 
also ignore the real situation of the women 
workers at the bottom of their supply 
chains 

Daspro 2009 JBE Whether US multinationals operating in 
Mexico, compared with Mexican companies, 
use less discriminatory language in job 
advertisements 

Job ads placed on the largest online job ad 
websites by 15 US companies and 15 
Mexican companies 

The influence of the legal and cultural 
context of the company’s country of origin 
may be reflected in its choice of whether 
or not to discriminate when placing an 
employment advertisement overseas 

Wu 2008 JIBS How multinational home country cultural 
and institutional forces affect the use of 
employment gender and age discriminatory 
criteria in host countries where anti- 
discrimination legislation is absent 

Assess a sample of recruitment 
advertisements placed in widely read 
national publications in Thailand and 
Taiwan 

National culture acts to some extent 
independently of the legal environment, 
with the inclusion of both constructs in the 
analysis enhancing explanatory power 

Brenkert 2009 JBE How international business should address 
situations in which people in business must 
confront the possibility that they must 
compromise some of their important 
principles or values in order to protect other 
ones 

Google in China as a case study What Google did is morally permitted, so 
long as it is accompanied by other actions 
that seek to mitigate and reverse what it is 
currently doing 

Harvey, 
Treadway, 
Heames & 
Duke 

2009 JBE The foundations of bullying in global 
organizations 

Builds a model of how individual 
characteristics, culture and social 
relationships are each related to bullying; 
provides recommendations on how to assess 
and monitor bullying 

To understand the causes and 
consequences of bullying, study the innate 
(nature) and learned (nurture) behaviors 
of individuals 

Maak 2009 JBE How we should conceptualize the political 
role and status of corporations 

Discussion of the roles of multinationals Multinationals have political roles and 
could be guided through the notion of 
cosmopolitanism 

Yang & Rivers 2009 JBE The factors that drive corporate social 
responsibility practices in multinationals’ 
subsidiaries 

Examines the antecedents of corporate 
social responsibility practices from 
institutional and stakeholder perspectives 

Multinationals’ subsidiaries will be likely 
to adapt to local corporate social 
responsibility practices 

Eweje 2009 JBE How and why multinationals operating in 
South Africa respond to labor and ethical 
issues 

Fieldwork between 1999 and 2001, 
interviews, and archival data were used to 
characterize labor and ethical issues 

Multinationals’ corporate responsibility 
and ethical policies in the area of labor 
relations have been questioned; 
multinationals are actively trying to find a 
solution to some issues but not others that 
are seen as important by locals (e.g., 
collective bargaining, wage levels) 

Tharenou 2010 JBE The factors that lead women to self-initiated 
expatriation (initiate and finance own 
expatriation) and what they gain in 
repatriation 

Theorizes reasons and discusses outcomes 
of repatriation 

Women self-expatriate partly to gain 
access to management positions and 
international assignments. However, their 
repatriation may not realize the same 
return on investment as it does for men 

Wettstein 2010 JBE The extent to which corporations are 
responsible for advocating human rights 

Discussion of implicit and silent corporate 
complicity, the author establishes the 
argument that corporations should protect 
human rights 

As political actors of considerable power, 
corporations not only have an obligation 
to respect human rights, as is commonly 
assumed, but also one to protect them 
against systematic violations committed 
by third parties in their perceived sphere 
of influence and authority 

French 2010 JBE Whether an abolitionist position towards 
child labor is problematic 

Survey data, gathered in 2002 in two public 
schools in Brazil 

Multinationals sourcing in developing 
areas should go beyond the usual calls to 
rid their facilities and supply networks of 
child workers and instead, should examine 
the specific context and the implication of 
practices for the welfare of the children 

Oltra, Bonache & 
Brewster 

2013 JBE What a fair distribution of outcomes and 
rewards between expatriates and local 
employees in multinationals would be 

Logically deduces the two principles of 
workplace justice on the basis of Rawlsian 
justice principles as well as employment 
discrimination theory 

Two principles of workplace justice: (1) 
the principle of no discrimination, 
whereby overall working conditions and 
opportunities enjoyed by locals should be 
comparable to those enjoyed by 
expatriates; (2) the principle of fair 
meritocracy 

Byrne 2014 JBE To what extent multinationals doing 
extensive harm to people and the 
environment should be responsible 

Develops a normative argument As sovereignty is being transferred from 
nation-states to multinationals, they 
should uphold corporate social 
responsibility and human rights 

Zhao, Park & 
Zhou 

2014 JBE How the economic and social adaptation of 
multinationals in developing markets 
contribute to public consumer crises 

180 multinationals with subsidiaries in 
China which faced public consumer crises. 
The authors use event history analysis 

Multinationals run into public crises when 
they fail to socially adapt to stakeholder 
environmental changes in emerging 
markets. Focusing only on economic 
adaptation contributes to these crises 

Keig, Brouthers 
& Marshall 

2015 JMS Whether operating in corrupt environments is 
related to the level of a multinational’s 
corporate social irresponsibility 

692 firms’ data on corporate social 
responsibility from 2010 

Higher levels of formal and informal 
corruption environments found in a 
multinational’s portfolio are related to 

(continued on next page) 
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tensions can be more nuanced by going beyond the assumption of 
headquarters having superior standards. For example, headquarters’ 
managers might follow internal practices that are considered perfectly 
acceptable at home, but breach accepted norms in the host country, such 
as shaming underperforming employees in front of their peers or bribing 
government officials to expedite procedures. 

In terms of external relations, institutional theory recognizes the 
multiple, often conflicting external stakeholder demands for legitimacy. 
This line of research is particularly promising in the context of multi-
nationals that are held accountable to a variety of standards from the 
diverse set of stakeholders they serve (Lamin & Zaheer, 2012). However, 
the study of misbehavior adds new insights because of the diversity of 
views of not only legitimacy but also legality. Subsidiary managers may 
encounter the challenge of how to operate in a country in which prac-
tices that are illegal are nevertheless considered perfectly legitimate in 
the host country. For example, in some countries, corruption is an 
accepted way of facilitating relations, even though such practices are 
considered illegal in the host country as well as in international law 
(Spencer & Gomez, 2011). The challenge is to identify how to address 
the legitimacy and legality tensions in the relationships between the 
subsidiary and its stakeholders. Additionally, it is well established that 
the legitimacy standards vary across stakeholder groups, so that 
achieving legitimacy with one group of stakeholders may result in ille-
gitimacy with another group, thereby creating tension for managers. 
The study of misbehavior brings new nuances to this idea by heightening 
the consideration of legitimacy. For example, in non-democratic coun-
tries, subsidiary managers might collaborate with host country gov-
ernment officials, but doing so might be seen as being instruments of 
oppression by its home country citizens (Brenkert, 2009). 

5.2.5. Resource-based view: employee misuse of resources and partner 
misuse of resources 

The resource-based view studies how managers use firm resources 
and capabilities to create products that serve customers better than 
competitors (Penrose, 1959). It identifies the processes that enable the 
development of resources and their protection from competitors’ 
imitation and substitution (Barney, 1991; Dierickx & Cool, 1989). The 
theory tends towards a favorable view of human behavior, assuming 
that individuals co-operate to create value for the firm, and that 
competition is bound within accepted norms of behavior. 

Internally in the firm, the usual view of the theory is that managers 
and employees are a source of advantage (Castanias & Helfat, 1991) 
because they are able to integrate, create, and use knowledge in the 
activities of the company (Kogut & Zander, 1992). The usual view of the 
theory is that subsidiary employees tend to work towards a common 
good thanks to organizational practices that facilitate knowledge ex-
change and creation (Kogut & Zander, 1992). The study of misbehavior 

incorporates an alternative narrative in a theory that tends to assume 
that managers and employees are well-behaved. Misbehaving managers 
not only create a challenge to the theory but can help rethink the clas-
sification of resources. Resources and capabilities are typically classified 
as sources of advantage, parity, or disadvantage in terms of how they 
help the firm achieve a competitive advantage (Montgomery, 1995). 
Misbehaving managers could theoretically be seen as disadvantageous 
resources because they can create legal and ethical challenges to the 
company. However, they can alternatively be seen as sources of 
advantage because they enable the subsidiary to operate in the host 
country and win contracts thanks to bribing government politicians and 
civil servants, for example. This tension extends the theory beyond the 
typical classification of resources in terms of their advantage by bringing 
in the importance of how such advantage is created. Subsidiary man-
agers may take actions that are considered illegal or immoral but that 
nevertheless support the subsidiary’s advantage, such as building a su-
perior capacity to bribe foreign officials, being better at exploiting labor, 
or not following environmental requirements to reduce costs. 

Externally, the traditional concern of the resource-based view is that 
competitors abuse the firm by imitating its capabilities. In the case of 
multinationals, the way in which this happens is commonly discussed as 
being part of the unintended spillover effects by multinationals, in 
which the innovations and technology of subsidiaries of foreign com-
panies are diffused in the host country via employee mobility, demon-
stration, supplier and distributor training, and competition (Blomstrom 
& Kokko, 1998). The study of misbehavior incorporates an extension of 
the demonstration effect by introducing the concept of copycats, or 
companies that reverse engineer the products of companies and copy the 
sources of the advantage of the subsidiary, leapfrogging its innovative 
efforts (Luo, Sun & Wang, 2011) . This is a common case in countries 
with low-quality protection of intellectual property rights (Kaufmann & 
Roessing, 2005). In a more extreme situation, competitors might steal 
trade secrets and sell counterfeit products of lower quality to unsus-
pecting customers. In this way, the theory can be extended to consider 
illegal means by which competitors imitate the sources of the advantage 
of the company. In so doing, the theory can be extended by analyzing 
whether to pursue legal remedies against competitors and, if so, what 
type (Fainshmidt, White & Cangioni, 2014). Legal remedies may not be 
effective in some countries, further challenging the analysis of the pro-
tection against imitation and adding new insights to the theory. 

5.3. Bridges to social sciences 

Studies of multinational misbehavior can draw on broader scholarly 
work in social sciences to evolve our understanding of a phenomenon of 
high complexity. Some of these perspectives, in particular economics, 
have been leveraged in management, but others are comparatively 

Table B1 (continued ) 

Author(s) Year Journal Question Research design Findings/arguments 

higher levels of corporate social 
irresponsibility 

Stohl, Etter, 
Banghart & 
Woo 

2017 JBE To what extent organizations’ social media 
policies embody the sensibilities and 
communicative values associated with 
second and third generation corporate social 
responsibility (i.e., employee rights and 
dialogic processes) or represent first- 
generation corporate social responsibility 
ideas (i.e., adherence to laws to facilitate 
profit-making) 

Examines publicly available policies of the 
world’s 250 most valuable companies, 
obtained from the 2014 Financial Times 
Global 500 list and the 250 companies with 
the world’s highest revenues obtained from 
2014 Fortune Global 500 list 

Firms have both risk and business 
rationales and frames for social media; 
policies inhibit corporate social 
responsibility; firms blur boundaries of 
communication 

Fitzsimmons, 
Baggs & 
Brannen 

2020 JWB How gender, race, and mother tongue relate 
to immigrants’ work outcomes 

20,000 employees of 6,000 Canadian firms There is a significant pay difference 
between those experiencing the most 
advantages and those experiencing the 
most barriers, but inequities are less 
pronounced in firms that are 
internationally oriented  
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Table C1 
Content analysis of selected articles on multinationals’ governance misbehavior.  

Author(s) Year Journal Question Research design Findings/arguments 

Beaver 1994 JBE How a US firm used bribery to gain a 
contract 

Westinghouse nuclear power plant in the 
Philippines in the 1970s-1990s 

Corruption has long term costs and 
multinationals cannot adopt local practices 
without consequences 

Rao & Hamilton 1996 JBE How ethics affect profits Event study of unethical conduct in 1989- 
1993 from Wall Street Journal of 58 publicly 
traded US and multinational firms 

Stock react negatively before unethical 
behavior is announced and drop after the 
announcement 

Steidlmeier 1999 JBE What the differences between gifts and 
bribes in China are 

Description of gifts in China Separate bribery from gratuity from 
commission based on the type of moral action 
and perspective of moral agents 

Geo-JaJa & Mangum 2000 JBE Whether the Foreign Corrupt Practices 
Act poses a disadvantage for US firms 
abroad 

12 questionnaires of US firms in Nigeria 
and interviews 

Foreign Corrupt Practices Act does not limit 
competitiveness 

Habib & Zurawicki 2002 JIBS How corruption affects FDI Bilateral FDI from 7 home countries to 89 
countries in 1996-1998 

Corruption, transparency international 
chapter, and political stability reduce FDI and 
the absolute difference in corruption 
increases FDI 

Johnson & Holub 2003 JBE How companies can repair their 
legitimacy in the context of tax 
inversions when perceptions of 
morality change 

Archival/multi-case, qualitative As perceptions of legitimacy of corporate 
actions change, companies must understand 
the changing playing field of legitimacy- 
conferring entities. In the case of inversions, 
companies are slow to respond 

Mudambi & Paul 2003 JIM Whether the OLI (ownership, location, 
internalization) paradigm applies to 
multinational activity by extralegal 
enterprises 

Theory Location and internationalization apply well 
to extralegal enterprises but not the 
ownership aspect. Extralegal enterprises 
distort markets which are amplified by 
prohibition 

Robertson & Watson 2004 SMJ How FDI affects corruption Corruption in 1999-2000 for 99 or 80 
countries, FDI in 1998-1999 

Changes in FDI, masculinity, and uncertainty 
increase corruption 

Mudambi & Navarra 2004 JIBS Whether knowledge flows inside 
multinationals are affected by rent- 
seeking behavior 

1995 postal survey of UK subsidiaries of 
275 non-UK firms in 3 industries 

Knowledge flows affect bargaining power of 
subsidiaries, which can lead to rent-seeking 
and reduce the benefits of autonomy of 
subsidiaries; the insights require 
multinationals to pay attention to 
organizational design and incentive 
structures to reduce suboptimal behaviors 

Voyer & Beamish 2004 JBE How corruption affects foreign 
investment 

29,546 investments of Japanese 
subsidiaries in 59 countries in 2000 

Corruption reduces FDI 

Eden, Juarez Valdez 
& Li 

2005 JIBS How transfer pricing penalties affect 
the behavior and profits of 
multinationals 

24 Japanese firms with US affiliates & 
American Depository Receipts (ADRs) 
1990-1999 

Stiff penalties lower profits, valuation, and 
deter tax avoidance 

Rodriguez, 
Uhlenbruck & 
Eden 

2005 AMR How host country corruption affects 
multinationals’ entry strategies 

n.a. Arbitrary corruption leads to joint ventures, 
pervasive corruption leads to wholly-owned 
and arm’s length firms if coming from a 
country with anti-corruption laws and with 
experience 

Uhlenbruck, 
Rodriguez, Doh & 
Eden 

2006 OS How corruption affects entry mode 400 telecommunication projects in 96 
emerging countries in 1996-1998 from 
World Bank Private Participation in 
Infrastructure 

Pervasive corruption leads to non-equity over 
joint venture and wholly-owned, and 
arbitrary leads to joint venture over wholly- 
owned firms 

Weitzel & Berns 2006 JIBS How corruption affects target premia 
in cross border acquisitions 

4,979 acquisitions (961 cross-border, 4,018 
domestic) in 42 countries in 1996-2003 

Corruption reduces target premium 

Cuervo-Cazurra 2006 JIBS How host country corruption affects 
inward FDI 

Bilateral FDI inflows from 183 home 
economies to 106 host economies 1990- 
2002 

Host country corruption reduces bilateral FDI 
flows, especially for home countries with 
laws against bribery abroad, but not for home 
countries with high corruption 

Fogel 2006 JIBS Effect of concentrated family 
ownership on social and economic 
outcomes 

Control of largest ten corporations in 41 
countries 

More extensive family control is associated 
with worse social economic outcomes. Family 
control can both be an outcome of poor 
institutions and a cause of it 

Kwok & Tadesse 2006 JIBS How FDI affects host country 
corruption 

Corruption in 2000-2004 and FDI in 140 
countries in 1970-1997 

Past FDI, education, and rule of law have a 
negative influence on corruption 

Luo 2006 JIBS How multinationals manage political 
and social forces abroad 

126 foreign multinationals in China 
surveyed in 2005 

Corruption increases arm’s-length 
bargaining, ethical codes, and reduces co- 
operativeness 

Khatri, Tsang & 
Begley 

2006 JIBS Analyze cronyism and its types Theory Cronyism happens in collectivistic and 
vertical cultures, and can be mitigated 

Rodriguez, Siegel, 
Hillman & Eden 

2006 JIBS Politics, corruption and corporate 
social responsibility in international 
business 

Theory Non-market issues of politics, corruption, and 
corporate social responsibility can extend to 
international business 

Brouthers, Gao & 
McNicol 

2008 SMJ How corruption and market size affect 
FDI 

FDI flows of 44 to 54 countries Corruption does not affect FDI, is stronger in 
countries with higher gross domestic product 
per capita and wages but lower for energy- 
producing countries 

Cuervo-Cazurra 2008 JIM Bilateral FDI inflows in 1999 

(continued on next page) 
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Table C1 (continued ) 

Author(s) Year Journal Question Research design Findings/arguments 

How corruption affects FDI in 
transition economies 

Corruption reduces FDI but not as much for 
transition economies, pervasive corruption 
reduces FDI but not as much for transition 
economies, arbitrary corruption reduces FDI 
and more in transition economies 

Cuervo-Cazurra 2008 JIBS How effective are laws against bribery 
abroad in reducing foreign investment 
in corrupt countries 

Bilateral FDI to 103 economies in 1996- 
2002 

Home countries that implemented the anti- 
bribery convention invest less in corrupt 
countries, and the US invest less in corrupt 
countries only after the OECD convention 

Cuervo-Cazurra & 
Genc 

2008 JIBS How the underdevelopment of the 
home country affects competitiveness 
in host countries 

Largest affiliates of foreign firms in the 49 
least developed countries in 1999-2001 

Political stability and control of corruption 
have a negative impact while rule of law has a 
positive impact on the dominance of 
emerging market firms in the least developed 
countries 

Weismann 2009 JBE How Foreign Corrupt Practices Act 
affects corruption abroad 

106 cases of bribes abroad Foreign Corrupt Practices Act has 
increasingly been used to prosecute bribery 
abroad 

Luo & Han 2009 JWB How firms’ characteristics drive 
corruption 

1,782 firms in China, Brazil, Poland, and 
South Africa from World Bank survey 1999- 
2005 

State-owned, foreign-owned, capacity 
utilization, product quality, leadership 
education reduce bribes, foreign operation 
increases bribes 

Darrough 2010 JBE How anticorruption laws affect bribery 63 cases of US firms bribing abroad in 
1979-2005 

Anti-bribery laws have limited impact on 
reducing corruption 

Baughn, Bodie, 
Buchanan & Bixby 

2010 JBE How multinationals bribe 30 countries in 2006 Home corruption and the OECD Convention 
leads to corruption abroad 

Jensen, Quan & 
Rahman 

2010 JIBS How country characteristics affect 
truthful response to bribery questions 

104 countries and 44,552 firms in 72 
countries in 2000-2005 from World Bank 
Enterprise Survey 

Freedom of the press leads to more responses 
to bribery questions and less underreporting 
and false responses 

Lee, Oh & Eden 2010 MIR Why firms bribe 3,119 firms in 61 countries in 2000 Export, foreign and state ownership reduce 
bribery 

Duanmu 2011 JIM How corruption distance affects entry 
modes 

9,564 foreign investments from 72 
countries in Suzhou, China in 1981-200 

Corruption distance leads to selecting wholly- 
owned instead of joint ventures 

Fung, Yau & Zhang 2011 JIBS How tax incentives are related to 
round-tripping FDI through regulatory 
arbitrage 

Develop a model to derive predictions on 
the effects of tax incentive changes on trade 
flows in mainland China, test using 
Comtrade trade flows between China & 
Hong Kong 

Market imperfections drive firms to trade off 
tax and trade incentives and engage in tax 
evasion (regulatory arbitrage) by under/ 
overstating the value of their trade flows and 
doing round-tripping 

Spencer & Gomez 2011 SMJ What drives subsidiaries of 
multinationals to engage in corruption 

151 foreign subsidiaries in 20 Eastern 
European countries in 1999-2000, and 46 
foreign subsidiaries in Ghana in 2004-2007 

Host country and home country corruption 
increases the perception of the need to pay 
bribes but less so in particular for locally 
owned firms 

Brenner 2011 JIBS Which types of multinationals are 
more likely to reveal cartels and 
collaborate with antitrust agencies 

EU antitrust proceedings, 39 infringements, 
216 firm observations 

Larger multinationals are more likely to 
reveal cartel behavior and collaborate with 
antitrust agencies to reduce penalties 

Jeong & Weiner 2012 SMJ What drives managers to pay bribes 
abroad 

457 food-for-oil contracts in Iraq with 187 
firms from 51 countries in 2000-2002 

Contracts with higher price differentials 
(rents) and owner-manager and publicly 
traded firms paid more bribes 

Karhunen & 
Ledyaeva 

2012 JIM How corruption distance affects 
foreign ownership 

1341 firms with foreign ownership in 
Russia in 1990-2007 

Corruption distance and the OECD 
Convention signatories are more likely to 
select wholly owned subsidiaries 

Lee & Hong 2012 APJM How corruption affects subsidiary 
profitability 

Majority-owned subsidiaries of US firms 
abroad in 13 Asia-Pacific countries in 1999- 
2006 

Control of corruption and exports increase 
profitability 

Lamin & Zaheer 2012 OS What is the effect of defense strategies 
by firms accused of corporate misdoing 
by different stakeholders 

Media analysis, 126 observations of 18 
firms, coding of media articles into positive 
or negative 

General public and investment community 
operate with different moralities (fairness vs. 
profit) and thus value defense strategies 
against attacks on corporate legitimacy differ 

Lee & Weng 2013 SMJ How home country corruption affects 
exports 

7,227 firms in 23 transition countries Home country bribery reduces exports 

Luiz & Stewart 2014 JBE How South African multinationals 
respond to bribery 

Interviews in 15 South African 
multinationals in 2012 

Corruption leads to avoidance of corruption, 
followed by alliance and finally alteration 

Petrou & Thanos 2014 JWB How corruption affects bank foreign 
market entries 

Survey of 131 multinational banks in 2004 
expanding in 40 countries 

Corruption increases capital invested but at a 
decreasing rate (U-shaped relationship), 
especially for market seeking investments 

Godinez & Liu 2015 IBR How host country corruption and 
distance affect FDI 

FDI flows to 12 Latin American countries in 
2006-2009 

Corruption weakly reduces FDI; positive 
corruption strongly reduces FDI 

Yamanoi & Asaba 2015 GSJ How family ownership affects FDI 770 foreign subsidiaries of 117 Japanese 
public firms in 1996-2007 in the electronic 
machinery industry 

Family ownership leads to greenfield 
investments in corrupt countries 

Geleitante, 
Magnusson, 
Parente & 
Alvarado-Vargas 

2016 JIM How home country formal institutions 
affect internationalization- 
performance relationships 

170 studies on multinationality- 
performance from 1982-201 in 26 countries 

Regulatory quality, control of corruption and 
trade openness strengthen the 
multinationality-performance relationship 

Cuervo-Cazurra 2016 JWB Review corruption in international 
business 

Theory The study of corruption can help extend 
agency, resource dependence, resource- 

(continued on next page) 
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underdeveloped in international business, providing opportunities for 
further theoretical extensions. 

5.3.1. Ethics 
Within the field of management but rarely leveraged in international 

business is a relevant stream of literature in ethics on work-related 
matters defining misbehavior as “anything you do at work that you 
are not supposed to do” (Ackroyd & Thompson, 1999: 2) or as em-
ployees’ “violation of organizational norms and values” (Vardi & 
Wiener, 1996: 153). Some types of misbehavior are so embedded in 
daily routines that managers hardly notice them (Sprouse, 1992). 
Ackroyd (2012) identifies different types of misbehavior: those that 
involve appropriation of time (chronic absenteeism), appropriation of 
work (sabotage) and appropriation of product (pilferage), which could 
complement existing studies in international business on employees 
misbehaving, which we have argued remain scarce. Further insights 
make a distinction between those engaged in misbehavior and whom 
they intend to benefit. Actors may engage in misbehavior to benefit 
themselves while harming the organization, or as agents who act on 
behalf of the organization. Generally, scholars associate the latter with 
upper management (Ackroyd, 2012; Ashforth & Anand, 2003; Pinto, 
Leana & Pil, 2008). Trevino (2005) argues that many CEOs do not pay 
attention to ethics, instead perceiving their organization in a positive 

light while remaining out of touch with stakeholders’ expectations. 
Other researchers emphasize that misbehavior emerges from a combi-
nation of high motivation, resource access and absence of checks and 
balances (Zyglidopoulos, Dieleman & Hirsch, 2020). The combination of 
who benefits, why, and how they misbehave has not yet permeated the 
international business literature, which could leverage these ideas to 
extend theories to the specific context of multinationals. 

5.3.2. Psychology 
Psychology scholars have clarified why some individuals are prone 

to misbehaving. The contribution of psychology to understanding 
misbehavior is vast, and its focus on individuals holds significant 
promise for explaining actions by employees and executives. One main 
line of inquiry relevant to our work on multinationals is centered on 
personality and leadership, such as CEOs’ hubris and narcissism. 
Although narcissist personalities are an old topic in clinical psychology, 
the past decade has seen a surge of research on exacerbated narcissistic 
leadership and its impact within and for organizations (e.g., Chatterjee 
& Pollock, 2017; Miller et al., 2017), although not specifically focused 
on international business. We suggest this is a missed opportunity. Some 
positive personality traits have been associated with this narcissistic 
leadership, e.g., charisma and vision (Rosenthal & Pittinsky, 2006), but 
others, such as overconfidence, impulsiveness, a need for admiration 

Table C1 (continued ) 

Author(s) Year Journal Question Research design Findings/arguments 

based, transaction costs, and neo-institutional 
theory 

Allred et al. 2017 JIBS Whether and under what conditions 
corporate service providers are willing 
to create anonymous shell companies 
against international rules 

2,161 requests to 1,639 service providers in 
176 countries 

Significant non-compliance, with tax havens 
and developing countries more compliant 
than OECD incorporated service providers. 
Priming for information on laws or 
consequences has little effect 

Jiménez, Russo, 
Kraak & Jiang 

2017 MIR How host country corruption affects 
private participation in projects 

1,185 private participation infrastructure 
projects in 18 Eastern European countries 
in 1997-2013 

Corruption reduces project success, but less if 
with a local investor 

Lewellyn & Bao 2017 JWB How companies manipulate earnings 13,341 firms from 26 countries in 2012- 
2013 

Corruption increases earnings management 
but less so with power distance and not with 
institutional collectivism 

Muellner, Klopf & 
Nell 

2017 JIM How multinationals appoint host 
country or expatriate managers 

4,029 foreign subsidiaries in 50 developing 
countries in 2015 from Orbitz 

Corruption distance has an inverted U-shaped 
relationship with the proportion of host 
country national managers 

Velamuri, 
Venkataraman & 
Harvey 

2017 JMS How firms build ethical reputations in 
corrupt environments 

2 in-depth cases in India and Zimbabwe A critical mass of positive stakeholder 
responses matters, moderated by firm-level 
and contextual factors 

Godinez & Liu 2018 JBE How corruption affects FDI 28 interviews in 2012-2014 with managers 
in Guatemala 

Corruption affects firms from countries with 
less corruption but not from more corrupt 
countries 

Cuervo-Cazurra 
et al. 

2018 JWB How home country uncertainty affects 
internationalization-performance 
relationships in emerging market firms 

536 firms from Argentina, Brazil, Chile, and 
Peru in 1995-2012 

Political risk reduces performance but 
strengthens it when expanding within the 
home region; corruption increases 
performance and strengthens it when 
expanding outside the home region 

Hornstein & Zhao 2018 SMJ How country governance affects 
corporate philanthropy 

208 US corporate foundations in 1993- 
2008 form Foundation Center 

Host countries with better governance (rule 
of law, control of corruption) receive fewer 
donations 

Sartor & Beamish 2018 JIBS How corruption affects entry mode 643 Japanese investments in 30 countries 
in 2004-2007 

The interaction of petty and grand corruption 
leads to wholly-owned over joint venture, 
petty corruption leads to local partner and 
grand corruption to host partner 

Yang 2018 JIM How subnational institutions affect 
location choice of emerging market 
firms 

143 investments by Chinese firms in 2000- 
2009 

Subnational government controls lead to 
cross-border acquisitions in more corrupt 
countries 

Blanc, Cho, Sopt & 
Branco 

2019 JBE How multinationals change disclosure 
practices as a response to a corruption 
scandal 

A case study with a quantitative and 
qualitative content analysis of disclosure 
practices by Siemens 2000-2011 

Companies change their disclosure practices 
to regain legitimacy after a scandal, with 
different strategies and timelines depending 
on the medium used, i.e., annual reports 
versus sustainability reports 

Sartor & Beamish 2020 JIBS How host country corruption affects 
exit of foreign firms 

5,093 foreign subsidiaries of 1,455 
Japanese multinationals in 1998-2015 

Host country corruption increases exit of 
foreign multinationals from advanced 
economies, but less so when the foreign firm 
has more equity 

Acronyms: FDI (foreign direct investment), OECD (Organization for Economic Co-operation and Development) 
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and dominance have been associated with misbehavior such as exploi-
tation of others for self-interest (O’Reilly & Pfeffer, 2021), thus causing 
more harm than good to organizations (Braun, 2017). As such, leaders’ 
temperament can put the multinationals at risk as they are more likely to 
misbehave by manipulating others, even lying, cheating, and stealing (e. 
g., O’Reilly III & Doerr, 2020; Schröder-Abé & Fatfouta, 2019) while 
feeling less responsible, engaging in dubious practices, manipulating 
earnings reports (Banerjee, Gupta & Villeval, 2018; Olsen & Stekelberg, 
2016), or engaging in fraud and legal disputes (O’Reilly III, Doerr & 
Chatman, 2018; Rijsenbilt & Commandeur, 2013; Van Scotter & Roglio, 
2020. These ideas can be fruitfully leveraged in a global context where 
the complexity of multinationals’ operations and contexts may aggra-
vate or obscure missteps by corporate leaders. 

5.3.3. Sociology 
The field of sociology can help to fill a gap in international business 

to explain how misconduct develops and persists inside the firm through 
group dynamics. Sociologists suggest that misconduct occurs within 
social structures (e.g., Goode, 2015), or as a group phenomenon 
(Schoeneborn & Homberg, 2018); with groups involved in misconduct 
developing unique cognitive frameworks and behavioral repertoires that 
routinize and formalize malpractices. Similarly, Misangyi, Weaver & 
Elms (2008) argue that the formation of collective identities is an inte-
gral part of the process through which misbehavior is institutionalized. 
The existence of embedded identity is vital for creating routines that 
become part of daily organizational life (Brief, Buttram & Dukerich, 
2001) while it perpetuates and hides corrupt activities. The notion from 
sociology that group identity can act like an enclave with its own values 
and culture resonates with much of the criticism about multinationals. 
Researchers on in-group identification mechanisms suggest that leaders 
may be unable to control misbehavior in their teams when mutual 
identification between the members is too high (Hogg, 2004). In a 
similar vein, Trevino (2005) argues that organizational leaders may be 
out of touch with in-groups that display strong mutual identification, 
failing to restrict them in their malpractices. 

5.3.4. Anthropology 
Anthropological studies can provide unusual insights because they 

are not interested in the moral perspective of misbehavior. Anthropol-
ogy assumes there is no objective definition of wrongdoing as morality 
itself is subjective and varies not only with individual perceptions, but 
also with culture (Torsello & Venard, 2016). Anthropology brings to 
light the importance of relative morality, arguing that corruption typi-
cally develops within small communities in which mutual trust and 
loyalty link members around a collective identity while it functions as a 
defense mechanism for that identity (Torsello & Venard, 2016). In such 
environments, exchanges, gifts, and favors are regulated by the norm of 
reciprocity. Thus, being open to multiple norms, including informal 
ones, assessing misbehavior has the potential to advance international 
business scholarship, which has hitherto assumed that favoring personal 
family and friends at the expense of collective or organizational interests 
is a violation of integrity and seen as a transgression. 

5.3.5. Law 
A central issue in the field of law is how formal regulations influence 

firm behavior. So far, a legal perspective is not well represented in the 
international business literature. In the context of international busi-
ness, it relevant to unravel how the different legal and regulatory 
frameworks in the home and host country may incentivize and condone 
a variety of violations committed by corporations. Moreover, law 
scholars also recognize that laws and their implementation can be 
flawed, including being biased for or against multinationals, painting an 
alternative picture of violations (e.g., Mitchell, 2005). Law scholars also 
acknowledge that the acceptance of the narrow-minded pursuit of profit 
has limited the accountability of managers (Greenwood, 2005: 1234). 
One interesting debate is around whether the accountability for 

misbehavior should lie with the corporation as a legal entity, or with the 
individual as its agent. Since the Enron case, several studies analyzing 
the conditions leading to misbehavior (e.g., Greenwood, 2005) dis-
cussed the limitations of corporate legal accountability, which obscured 
the role of employees and other stakeholders. Instead, the bulk of 
post-Enron studies argued for the importance of an interdisciplinary 
approach that considers insights from psychology, i.e., group pressures 
and values (Mitchell, 2005) and the influence of culture (Trevino, 2005) 
as well as making CEOs personally liable. As such, this line of inquiry 
suggests more formal rules should be in place to increase the account-
ability of the CEO to mitigate opportunities for misconduct and uneth-
ical decisions (Mitchell, 2005; Greenwood, 2005). With accountability 
shifting from legal entities to individual executives, this could mean-
ingfully shift multinational policies and incentives in ways that have not 
yet been anticipated in the international business literature. 

5.3.6. Political science 
Two central issues in the field of political science relevant to inter-

national business are political corruption (Rose-Ackerman, 1999; Zhu, 
2017) and the resource curse (Karl, 1997; Sachs & Warner, 1995; 
Shaxson, 2007). Within the domain of international business, re-
searchers have either assumed that multinationals have a positive 
impact on the corruption they find in developing countries or that they 
merely engage with it at the level of local bureaucratic organizations. 
However, the role multinationals play in enhancing or perpetuating the 
political corruption in these countries has not been adequately investi-
gated. For example, Zhu (2017) suggests increased multinational in-
vestments might be accompanied by increased levels of political 
corruption, raising interesting research questions on the nature of 
multinational misbehavior specifically to the political corruption in a 
country. The related issue of the resource curse refers to the phenome-
non that when a poor country discovers large amounts of oil, gas or other 
mineral deposits, the standard of living of its citizens deteriorates due to 
violent conflict, reduced democracy, and inequality that often accom-
pany such discoveries (Shaxson, 2007). International business re-
searchers should try to better understand the roles that multinationals 
play in ameliorating or intensifying the resource curse, especially in 
developing countries. 

5.3.7. Economics 
Although the theory of the multinational is commonly based on 

economic thinking, there are some ideas that can be analyzed in more 
detail. Central to institutional economics is the idea of rent-seeking, a 
situation in which the gain obtained by an agent is disproportional to its 
contribution to society. Despite not being well explored in the interna-
tional business literature, this concept can contribute to identifying 
situations in which firms intentionally mislead customers and the public 
in general, thus rectifying the bias that multinationals tend to be ‘good.’ 
Rent-seeking permeates different types of misbehavior, such as when the 
main executive takes excessive risks for the company, or when he/she 
focuses disproportionally on share value gains or compensation schemes 
at the expense of the stakeholders. How corporate governance can 
effectively curb this type of misbehavior is a challenge to which inter-
national business scholars could insightfully contribute, applying a 
governance perspective to understand misbehavior by multinationals 
(Hirsch & Pozner, 2005). A research question that is currently raising the 
interest of management scholars is CEO, hubris, narcissistic behavior, 
the tendency to take risks (Benischke, Martin & Glaser, 2019), the firm 
emphasis on substantial premiums over market value (Hayward & 
Hambrick, 1997), and engagement in irresponsible behavior (Tang, 
Qian, Chen & Shen, 2015). 

5.4. New topics in the study of multinational misbehavior 

Finally, we outlined a few topics on multinational misbehavior that 
are emerging in the global media but have so far escaped the attention of 
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scholars in mainstream international business research. We believe more 
attention to these salient issues can be the basis for future studies, 
ensuring that the international business field remains relevant to 
contemporary discussions on the benefits and costs of globalization. 

5.4.1. Human rights 
Given the absence of a global body that can regulate multinationals’ 

adherence to human rights, there is real potential for violations in this 
realm as well, with media regularly reporting on such issues as slavery in 
fishing boats, fire safety in the textile factories behind cheap fashion or 
those assembling consumer electronics (e.g., Economist, 2015a; 2018b; 
New York Times, 2012). Governments are also passing legislation on this 
topic (e.g., anti-slavery acts in the UK and Australia), thus forcing 
greater transparency in global value chains. Despite this, the human 
rights literature within the field of international business is still rela-
tively nascent (Wettstein et al., 2019). Some work has emerged on 
modern slavery practices that persist in global value chains (Burmester, 
Michailova & Stringer, 2019; Crane, 2013;Crane, LeBaron, Allain, & 
Behbahani, 2017 ; Stringer & Michailova, 2018), but this important 
theme has yet to penetrate mainstream international business. While the 
mainstream has delved into unpacking multinationals’ value-chain 
strategies (Gereffi, 2019; Kano, Tsang & Yeung, 2020), and forms of 
governance through outsourcing and subcontracting, another line of 
inquiry has argued that value chains have served as channels for labor 
exploitation (Stringer & Michailova, 2018). Furthermore, subcontract-
ing may be fundamentally unethical (LeBaron, 2014). Authors such as 
Crane (2013) suggest that what sustains labor exploitation in the context 
of value chains is the use of subcontracting since it provides the means to 
protect the lead firm from responsibility. This structural deflection keeps 
misbehavior out of sight while facilitating the construction of moral 
justifications for these practices. Thus, a fundamental discussion on the 
ethics of outsourcing, perhaps using constructs from ethics and law, 
would be relevant in international business. 

5.4.2. Sustainable development goals 
An important global initiative has been the establishment of the 

United Nations’ Sustainable Development Goals (SDGs). While the SDGs 
are designed with governments in mind, firms can play an active role in 
their achievement (Montiel, Cuervo-Cazurra, Park, Antolin-Lopez & 
Husted, 2021; Sinkovics, Sinkovics & Archie-Acheampong, 2021). They 
provide businesses with a reference framework to manage systemic risks 
and respond to crises in a more proactive manner (Van Tulder, Rodri-
gues Mirza & Sexsmith, 2021). This initiative potentially reframes the 
way in which corporations see their responsibilities, while increasing 
expectations in society about what standards multinationals are ex-
pected to adhere to. The development of new aspirational goals to bring 
benefits to the public and environment, we argue, will also have im-
plications for those perceived not to be meeting them, thus labeling 
these actors as misbehaving. Thus, SDGs contain the potential to 
generate insights for the development of a framework that associates 
SDGs with types of misbehavior that go against them. Moreover, while 
these goals are frequently hailed in the media as well as referenced by 
chief executives of multinationals, the broad formulation of the SDGs 
provides little guidance on what choices to make to best adhere to them 
(Economist, 2015b). International business research could inform the 
development of better metrics to identify international forms of mis-
behaving in terms of violating SDGs, as well as to recommend which 
corporate strategies are effective in achieving sustainable growth. IB 
scholarship could also fruitfully flag multinational strategies of decou-
pling and greenwashing (Lashitew, 2021). One promising avenue for 
future research could examine how the availability of more data on 
sustainable practices combined with theoretical angles can explain the 
dynamics of external expectations. 

5.4.3. Identity 
Multinationals have to deal with diversity in the countries in which 

they operate, leading to a so-called liability of foreignness (Zaheer, 
1995). This diversity also manifests itself inside the firm, where people 
from different cultures, genders, ethnicities, and sexual orientations 
work together. While discrimination of employees is already an 
emerging field, we suggest more topics can be addressed that connect 
the global diversity within the multinational and the way in which 
employees juggle multiple values and standards. Here we suggest that 
future research can tap into theories from psychology and sociology. In 
particular, social identity, cognitive theory, and moral disengagement 
could be important constructs to advance the literature. While the social 
identity literature helps explain the mechanisms of belonging to multi-
ple groups and organizations, moral disengagement and cognitive the-
ories address why individuals assumed to be ‘morally correct’ are caught 
in misbehavior (e.g., Moore, 2008). Some authors argue that corruption 
and other types of misbehavior persist in organizations because leaders 
are able to reframe their wrongdoings in a way that is excusable and 
justifiable (e.g., Bandura, 1990), while sociological insights explain how 
misbehavior can be institutionalized in groups. A similar topic of interest 
is the articulation and imposition of the values of certain groups on 
others who may perceive them as unethical. As identities (e.g., race, 
nationality, sexual orientation) become increasingly politicized 
(Fukuyama, 2018), multinationals will have to navigate a minefield of 
stakeholder groups, with the international business literature so far of-
fering little guidance on how this might be done. A greater focus on the 
creation and manifestations of individual and group identities as sources 
of misbehavior, we argue, is urgently needed. 

5.4.4. Social movements 
While the international business literature has tended to focus on 

formal rules as a measure of expected standards, more attention is 
needed for normative expectations set by different groups that impact 
multinational legitimacy. One interesting topic here is the rise of social 
movements, including their ability to impose effective constraints on 
irresponsible multinational behavior. Social movements and social 
activism have the potential to influence multinational stakeholders by 
making emotive appeals against certain behaviors (e.g., Goodwin, 
Jasper & Polletta, 2001). Such movements, such as the Black Lives 
Matter movement, have also been extensively covered in the media (e.g., 
Economist, 2020). Interestingly, recent management literature has also 
drawn attention to social movements within organizations (e.g., Briscoe 
& Gupta, 2016), so that social activism may be an internal as well as an 
external force placing standards on multinationals. The emotive issues 
advocated by these groups may be motivated by values prevalent in one 
country, while violating those of another, thus complicating multina-
tional responses. International business scholars could advance the so-
cial movements literature in meaningful ways by paying attention to the 
multiplicity of standards across borders and to the greater diversity of 
international stakeholder groups placing constraints on multinational 
companies. 

5.4.5. Global spread of misbehavior 
As noted above, there are multiple standards for judging the 

misbehavior of multinationals, which provides significant research op-
portunities for exploring how some standards prevail globally, while 
others do not. While there seems to be a process through which the 
misbehavior standards of developed countries are becoming global, this 
is unlikely to be a linear process. For example, the US Foreign Corrupt 
Practices Act has extraterritorial jurisdiction, placing restrictions on 
subsidiary managers’ behavior, even where bribing is an accepted local 
practice. Yet, some innovative managers may handle this by using what 
Johnson (1994) refers to as “moral imagination,” by finding strategies to 
engage in business without bribing, which could, in turn, be dissemi-
nated to other subsidiaries or even beyond the multinational. The global 
dissemination of innovative but questionable tactics across companies 
and countries could lead to new scandals and more restrictive regula-
tions in a co-evolving process with the managers of multinational 
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subsidiaries as important protagonists. The bias of ‘good firms’ and the 
lack of readily available data, we assume, have prevented scholars from 
looking into this, but we argue that the role of multinationals in the 
global spread of misbehavior is a topic that should be dealt with. 

5.4.6. Global compliance 
Finally, we suggest a greater focus on the resolution of multinational 

misbehavior by analyzing multinational global compliance. Many gov-
ernments have passed laws against corporate misbehavior mandating 
greater transparency (e.g., the US Sarbanes-Oxley Act, the UK Bribery 
Act, the UK Modern Slavery Act), some with extraterritorial jurisdiction. 
In response, corporations have established compliance functions to deter 
corporate misbehavior (Burdon & Sorour, 2020; MacLean & Behnam, 
2010) by “standardizing employee behavior within the domains of 
ethics and legal compliance” (Weaver, Trevino & Cochran, 1999: 42). 
However, despite extensive multinational investments in compliance, 
this theme is underdeveloped in the international business literature 
(see Allred et al., 2017; Christman & Taylor, 2006 for exceptions). Its 
study can lead to a better understanding of misbehavior and the multi-
nationals’ responses through compliance, for instance by using resource 
dependence theory to explain variation in compliance levels. One line of 
research would be the possible ways that multinationals try through 
compliance to address the different types of environmental, social, and 
governance misbehavior. The compliance systems required to prevent 
environmental pollution differ from those to prevent social or gover-
nance misbehavior: how can multinationals develop the right functions 
for each? Designing compliance in diverse cultural and institutional 
environments remains challenging. Standardizing compliance functions 
globally might not always be possible or effective, given that multina-
tionals face different misbehavior risks across countries, as the compli-
ance systems in subsidiaries in low-corruption countries might be 
unsuitable in countries with prevalent corruption. 

6. Conclusions 

We reviewed studies on multinationals’ misbehavior, providing a 
summary and clarification of past research, and suggestions on how to 
advance theory and empirics in future studies. Our analysis contributes 
not only to a better understanding of this important and understudied 
topic by providing a timely and comprehensive review, but also helps 
extend the literature in two ways. First, the complexity of the global 
context of operations of multinationals invites an expanded approach to 
misbehavior from studies in domestic contexts (Greve, Palmer & Pozner, 
2010) and a new conceptualization of misbehavior that includes 
cross-border phenomena such as multiple standards, accountability for 
subcontractors in global value chains, and regulatory arbitrage. Second, 
while many models and theories of the multinational focus on the 
benefits of global business activity (see reviews in Rugman, 2009), they 
tend to implicitly ignore the negative implications for the environment, 
people, and institutions. Critics of globalization in general and of mul-
tinationals in particular have highlighted this misbehavior (Klein, 1999; 
Mander & Goldsmith, 1996), requiring a better understanding of this 
phenomenon to counter criticisms when they are unwarranted, and to 
provide guidance to managers on how to prevent misbehavior when the 
critics are correct. 

This review aims to direct future research in international business to 
address this problem. The study reveals that despite the importance of 
the topic, there is little international business research on it, partly 
because of the challenges of measuring and conducting empirical 
studies, and partly because of the biases of current models of the 
multinational toward analyzing the positive impact of these firms. 
Nevertheless, ignoring a topic because it is difficult to measure or un-
comfortable to discuss is not an excuse for not analyzing it. We provide 
an overview while outlining understudied topics complemented with 
suggestions for theoretical extensions. As such, this article serves both as 
a call for more research and as a guide for future studies of 

multinationals’ misbehavior. Its recommendations can help advance not 
only our understanding of this important topic, but also the theory of the 
multinational. We hope this review clarifies the literature and provides 
an inducement to researchers to analyze this fascinating and challenging 
area. 
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