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THE IMPACT OF FORMAL AND INFORMAL INSTITUTIONAL DISTANCES 

ON MNE CORPORATE SOCIAL PERFORMANCE 

 

Abstract 

Does country selection affect the corporate social performance (CSP) of 

multinational enterprises (MNEs)? In this study we suggest that greater institutional 

diversity within an MNE’s operating environment may adversely affect its ability to 

maintain higher levels of CSP. Using institutional distance and organizational learning as 

our theoretical lenses, we investigate the impact of institutional differences on CSP. We 

conceptualize the MNE as a unique portfolio of locations and use the MNE’s entire 

operating footprint to explore the effects of average portfolio formal and informal 

institutional distances on CSP. We hypothesize and find that firms with greater average 

informal institutional distance within their portfolios have lower overall levels of CSP. 

Findings also confirm the moderating influence of formal institutional distance; greater 

formal institutional distance within the MNE portfolio reduces the CSP benefits of 

international scope.  
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