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INTRODUCTION 

For the past 50 years, business and management and political science and 

international relations scholars alike have studied multinational corporations (MNCs) ties 

with political and regulatory actors and agents, particularly governments, political 

institutions, and regulators. We refer to such efforts by the firm to influence or manage 

political entities as corporate political activity (CPA) (Hillman and Hitt, 1999; Hillman, Keim 

and Schuler, 2004; Lawton, McGuire and Rajwani, 2013). Both academics and practitioners 

frequently highlight the relevance of CPA in and across international markets and call for 

further integration of the non-market perspective into international business and management 

research (Lawton, Doh and Rajwani, 2014). 

MNCs engage in such activities for at least three, partially overlapping reasons. First, 

and specifically in the international business environment, companies encounter a wide 

variety of regulations and public policies enacted by regional and national governments and 

by international or supranational treaties and organizations such as the North American Free 

Trade Agreement or the European Union. This creates substantial complexity and costs for 

firms. Consequently, firms try to better understand and engage with this environment through 

CPA (e.g., Lawton, McGuire and Rajwani, 2013). Second, the political environment in each 

market can create significant threats for firms and negatively influence MNCs strategic 

options and performance, e.g. through regulatory or legal measures (De Villa, Rajwani and 

Lawton, 2015). Firms often respond to such political and regulatory pressures by using 

different types of corporate political activities, including engaged and non-engaged 

approaches (e.g., De Villa, Rajwani, Lawton and Mellahi, 2018; Nell, Heidenreich and Puck, 

2015; Puck, Rogers and Mohr, 2013). Lastly, political environments can also create 

opportunities for firms. MNCs, try to create strategic opportunities, such as favorable 

investment conditions, preferential treatments, or similar, using CPA in a proactive way 
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(Shirodkar and Mohr, 2015a; Shirodkar and Mohr, 2015b; Heidenreich, Mohr and Puck, 

2015). 

Existing research has created a wealth of insights into the CPA of MNCs. However, 

assessing CPA research in the context of internationalization and the MNC, we argue that our 

knowledge of many dimensions of MNC non-market, political strategies is still rather limited, 

specifically when compared to research on the market side of strategy. With this focused 

issue, we therefore intend, both theoretically and empirically, to venture further into this 

research realm. 

 

AIM AND CONTENT OF THIS SPECIAL ISSUE 

In our call for papers for this focused issue, we highlighted the need for research in 

the following four areas. 

(a) Drivers of MNC corporate political activity (CPA) 

Identifying the factors that lead firms to engage in CPA, or factors that affects firms’ 

choice of particular types of CPA, is the subject of the majority of prior studies into the CPA 

of MNCs. Recent research has discussed a large number of such drivers at the firm-level (De 

Villa, Rajwani, Lawton and Mellahi, 2018; Funk and Hirschman, 2017; Lawton, Rajwani and 

Doh, 2013; Shirodkar and Mohr, 2015a; Shirodkar and Mohr, 2015b), industry-level 

(Lawton, Rajwani and Doh, 2013; Mbalyohere and Lawton, 2018; Mbalyohere, Lawton, 

Boojihawon and Viney, 2017; Schuler, 1996) or country/institutional-level (Banerjee and 

Venaik, 2017; Holtbruegge, Berg and Puck, 2007; Zhang, Zhao and Ge, 2016; Sojli and 

Tham, 2017; Choi, Jia and Lu, 2014). Given the nature of MNCs, however, we perceive a 

need for more research specifically into the idiosyncrasies of firm contexts and into how 

these contexts interact with firm-level drivers of firms’ choice of political strategy in different 

markets. Recent research in this vein has, for example, investigated the relative importance of 
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non-market capabilities versus supranational institutional safeguards as a means to mitigate 

against risks in overseas markets (Albino-Pimentel, Dussauge and Shaver, 2018).  

In this focused issue, Liedong and Frynas (2018), Voinea and van Kranenburg (2018) 

and White, Boddewyn, Rajwani and Hemphill (2018) draw on institutional theory to explore 

how specific characteristics of institutional contexts shape firms’ political activities and 

strategy. 

(b) Management and organization of CPA 

Despite some recent advances, we still know relatively little about the management 

and organization of CPA within the MNC. Doh et al. (2014), for example, discuss how 

MNCs can benefit from a chief external officer, ensuring ownership of non-market issues is 

explicitly integrated into the corporation’s strategic decision-making and top management 

team profile. There is also ample evidence that organizing CPA across borders represents a 

substantial challenge for the MNC (Blumentritt and Nigh, 2002; Kobrin, 2015). Overall, 

however, our knowledge on the challenges of organizing CPA across borders remains 

fragmented. Therefore, we called for submissions addressing CPA management, 

organization, and structure within MNCs as promising avenues for theory development in the 

field.  

In this focused issue, the paper by Elsahn and Benson-Rea (2018) takes a more micro-

level perspective and explores the interplay between MNC management’s attitude towards 

external stakeholders and the implementation of different political strategies. 

 (c) Outcomes of CPA in MNCs 

We also argue that research on the effectiveness of non-market strategy across borders 

remains scarce (Doh, Lawton and Rajwani, 2012; Doh, McGuire and Ozaki, 2015; 

Dorobantu, Kaul and Zelner, 2017). Research has identified and analyzed the performance 

and other outcomes of political strategies. For example, Nell, Puck and Heidenreich (2015) 
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found a positive and significant relationship between the use of the three types of political 

strategy suggested by Hillman and Hitt (1999) and the goal achievement perceived by 

subsidiary managers (Nell et al., 2015). Similarly, Heidenreich, Puck and Filatotchev (2014) 

investigated the effects of firms’ use of Hillman and Hitt’s (1999) information and financial 

incentives strategy (Hillman and Hitt, 1999) on firms’ development of a stakeholder network 

and their performance. Furthermore, Jia (2014) analyzed to what extent public and private 

political actions are substituting or complementing each other. Because of the often 

inconsistent and even conflicting findings as to the effects of different types of CPA, extant 

research has also explored the contingent nature of the performance effects and other 

outcomes of political strategies. For example, Luo and Zhao (2013) suggested two firm-level 

variables - subsidiary reputation and length of operations in the host country - to moderate the 

positive link between a relational political strategy used at the subsidiary level and the firm’s 

performance in the host country. Mohr, Fastoso and Wang (2016) investigated how the effect 

of partnering with state-controlled actors on the survival of international joint ventures in 

China varies with the type of state-controlled actor, the foreign firm’s host-country 

experience as well as the age of the joint venture. Also focusing on firms’ CPA in China, Yan 

and Chang (2018) examined the (interdependent) effects of firms’ having political 

connections to different government institutions.  

We see more space for theoretical and empirical contributions that theorize about, and 

empirically explore, the contingent nature of the effects of CPA. Specifically, while there has 

been research on the role of institutional contingencies in the domestic context (Kozhikode 

and Li, 2012), there is a need to clarify the role how differences in the institutional 

characteristics in firms’ home and host country or countries, as well as the differences 

between such characteristics, may affect the consequences of firms’ use of different types of 

CPA (Seong-Jin, Nan and Jiangyong, 2015). 
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In our focused issue, Banerjee and Venaik (2018) draw on institutional theory to 

investigate the effects that different political strategies have on firm legitimacy, whereas 

Arreola and Bandeira-de-Mello (2018) investigate how minority state ownership affects the 

subsequent internationalization of emerging market multinationals. 

 (d) Integration of CPA and CSR in MNCs 

Despite the clear inter-relationship between CPA and CSR, there has been limited 

research on when and how MNCs integrate different types of non-market strategies across 

global markets. Although scholars have started addressing this interdependence in firms’ non-

market strategy in a national context (Den Hond, Rehbein, de Bakker and Lankveld, 2014; 

Mellahi, Frynas, Sun and Siegel, 2016), our understanding of this interdependence in 

international firms remains limited. Addressing such questions would help to develop a better 

understanding of the overlap between, and integration of, the two key pillars of non-market 

strategy in an international setting. Similarly, there remains a relative lack of research 

clarifying the link between market- and non-market strategy (Funk and Hirschman, 2017). 

Although some of the papers we include in this focused issue touch upon the integration of 

CPA and other elements of non-market strategy, we did not receive any submissions 

specifically aimed at addressing this integration. It thus remains one of the areas in need of 

further research. 

 

PAPERS IN THIS SPECIAL ISSUE  

In line with the call for papers, the papers included in this focused issue can be 

grouped according to their main contribution into: (a) Drivers of MNC CPA; (b) Management 

and organization of CPA; and (c) Outcomes of CPA in MNCs. In the following, we briefly 

outline how the individual papers contribute to each of these topics. 
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We have included three papers that study different drivers of MNCs’ CPA. First, 

Liedong and Frynas (2018) investigate the drivers of CPA with their paper Investment 

climate constraints as determinants of political tie intensity in emerging countries: Evidence 

from foreign firms in Ghana. The authors draw on institutional theory to deepen our 

understanding of how different types of investment climate constraints affect MNC CPA 

strategies in emerging countries. More precisely, the authors categorize investment climate 

constraints into administrative factors, such as corruption, and control constraints, such as 

profit repatriation restrictions, and argue that both have a positive effect on the intensity of 

local political ties. While the extant literature is rich in studies on each of these constraints in 

isolation, we lack understanding about the relative influence of these two constraints. In 

addition, the authors hypothesize that the existence of local public affairs functions moderates 

this relationship. They test their hypotheses empirically using survey data from 80 

respondents of foreign subsidiaries operating in Ghana and find support for some of their 

hypotheses. With this paper, the authors contribute to CPA and international business 

literature in three ways. First, they illustrate how different constraints affect political tie 

intensity, thus adding to our knowledge of CPA antecedents. Second, the paper explores the 

role of the public affairs function, a research question which has so far been largely 

neglected. Last, using data collected in Africa, the study adds to our understanding of a 

geographically often overlooked region. 

Second, in their paper Feeling the squeeze: Nonmarket institutional pressures and 

firm nonmarket strategies, Voinea and van Kranenburg (2018) add to our understanding of 

the drivers of CPA by delineating how the pressures from different non-market institutions 

translate into specific MNC political strategies. More precisely, the authors integrate new 

institutional economics and the neo-institutional perspective to conclude that the strategies 

used by MNCs to manage such institutional pressures depend on the power held by the 
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respective institution. Furthermore, the authors explore factors determining the pressure from 

each non-market institution. By using the data of respondents from a survey of foreign MNCs 

operating in the Netherlands, and by applying structural equation modelling and partial least 

squares path modelling, the authors provide evidence on factors determining institutional 

pressures. The authors show that MNCs manage pressures from political institutions, interest 

groups, and the media through relational strategies, whilst they use transactional strategies to 

manage pressures from regulatory agencies and standards agencies. The authors contribute to 

research on international CPA in two ways. First, they enable us to better understand the 

relationship between various types of non-market institutional pressures, their drivers, and 

MNCs’ choices between different CPA strategies, a topic which has so far been largely 

overlooked. Second, they contribute to our understanding of the political behavior of MNCs 

in a non-U.S. setting. 

Third, White, Boddewyn, Rajwani and Hemphill (2018) investigate the drivers of 

CPA in MNCs by exploring how MNCs use political ties in response to perceived regulator 

uncertainty. In their study Regulator vulnerabilities to political pressures and political tie 

intensity: The moderating effects of regulatory and political distance, the authors draw on the 

institution-based view and neo-institutional theory to deepen our understanding of how 

MNCs use their connections to host country governments to safeguard their foreign 

operations against volatile policy processes and unpredictable individual policymakers. More 

precisely, the authors hypothesize that managerial perceptions of regulator vulnerability to 

political pressures contributes to the intensification of political ties, as firms aim to use these 

political ties to hedge their business against policy uncertainty. Furthermore, they argue that 

MNCs from politically or regulatory different countries are less capable of pursuing such 

strategies. The authors provide empirical evidence for their hypotheses by using survey data 

from a sample of 181 wholly owned foreign subsidiaries operating in the Philippines. By 
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doing so, they contribute to international CPA literature by exploring the previously 

neglected relationship between policy uncertainty, political and regulatory distance, and 

intensity of political ties to local government agents. Furthermore, the authors deepen our 

understanding of a relatively unexplored geography, the Philippines. 

Focusing on the management and organization of CPA in MNCs, Elsahn and Benson-

Rea’s paper (2018), Political schemas and corporate political activities during foreign 

market entry: A micro-process perspective, adopts a micro-process perspective to investigate 

the role of MNC management’s attitude towards external stakeholders that shapes their 

preference for certain political strategies. The paper contributes to CPA theory by 

investigating political strategies in the context of foreign market entries through a micro-

process perspective, which has so far remained largely neglected by scholarly work. The 

authors do so by conducting an inductive multiple case study with semi-structured interviews 

involving 16 respondents from six New Zealand MNCs. Following this methodology, they 

identify two political schemas, systematic and episodic, describing the MNC management’s 

attitude towards how to approach external political stakeholders. They proceed and propose 

that each schema leads to different preferences for political strategies, a relationship which is 

further moderated by factors at the managerial, firm, industry and country level. Hence, the 

authors contribute to the debate on CPA by explaining how processes underlying MNCs’ 

CPA strategies during market entries function at the micro level. In doing so, they 

complement current CPA research, which has largely remained at a macro perspective, such 

as external institutions or internal organizational structures, and improve our understanding of 

processes underlying the CPA of international firms. 

Our focused issue includes two papers that have analyzed the outcomes of MNCs’ 

CPA.  First, addressing effects and effectiveness of CPA strategies in their paper The effect of 

corporate political activity on MNC subsidiary legitimacy: An institutional perspective, 
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Banerjee and Venaik (2018) draw on institutional theory to deepen our understanding of how 

MNC subsidiaries can use CPA strategies to build legitimacy in foreign host markets and 

overcome their liability of foreignness. The authors identify five corporate political strategies 

using mimetic isomorphism, information, financial, constituency building and relational 

approaches respectively, and they hypothesize that each of these strategies has a positive 

effect on legitimacy. The authors go on and test these five hypotheses through a self-

administered questionnaire survey, using a sample of 214 top executives and senior managers 

from foreign subsidiaries operating in Australia. Using regression analysis to test the data 

gathered through this survey, the authors find empirical support for most of their 

hypothesized relationships between different CPA strategies and legitimacy. From a global 

perspective, the authors contribute to the ongoing discussion on how foreign firms can 

manage their political dependencies in host countries. More specifically, this paper offers 

three contributions to international business and CPA literatures. First, the authors illustrate 

how the political strategies of foreign subsidiaries can be used to manage their external 

stakeholders to gain legitimacy. Second, the study provides insights on complementary 

effects between different CPA strategies. Third, the authors add to the debate on how MNCs 

can balance the need for mimetic isomorphism against the need for innovativeness. 

The second paper addressing effects of CPA strategies, is The differential effects of 

minority state ownership types on the internationalization of emerging market multinationals 

from democratic states, by Arreola and Bandeira-de-Mello (2018). The authors draw on the 

political survival literature and add to the theory on political ties by arguing that different 

types of minority state equity have different effects on the internationalization of firms. The 

authors reason that this is due to differences in governance profiles between these two 

ownership types. They proceed and provide empirical support for their hypotheses by 

combining a quantitative analysis of a sample of Brazilian multinationals in the form of 



 11 

instrumental and fixed-effects regressions with a qualitative case study analysis. Previous 

research on political research has predominantly used China as an empirical setting, hence 

limiting external validity due to differences in decision-making mechanisms between 

democratic and authoritarian systems. By using a sample from Brazil, a democratic country, 

the paper aims to close this methodological gap. In addition, the paper makes three distinct 

theory contributions. First, the authors provide empirical evidence on the effects of state 

ownership on the internationalization of domestic multinationals from democratic countries. 

Second, the authors show under which conditions minority state ownership ties have positive 

and negative effects on the internationalization of emerging market multinationals. Finally, 

the authors provide new insights on the mechanisms underlying this relationship. 

 

MOVING FORWARD: WHAT’S NEXT IN MNC CPA RESEARCH 

With this focused issue we intended to contribute to international CPA research by 

exploring four questions: first, what are the drivers of CPA in multinational corporations? 

Second, how do MNCs manage and organize CPA? Third, what, if any, are the effects and 

outcomes of MNCs’ use of CPA? Fourth, how do MNCs integrate their CPA with other (non-

market and market) strategies? We have already suggested how this focused issue contributes 

to answering the first three of these questions. However, we lack a profound understanding of 

how CPA can be integrated with other, often conflicting, strategic objectives and processes. 

Recent research emphasizes the strategic importance of aligning CPA and CSR within non-

market strategy and the risks associated with contradictory or conflictual market and non-

market strategies (Den Hond et al., 2014; Lawton et al., 2014; Mellahi et al., 2016). Further 

research is required to explore internal organizational alignment processes, alignment 

structural configurations, coping strategies, and the effects of strategic misalignment. 
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Although the absence of research on the alignment or integration of CPA with MNC 

strategy is particularly striking, there are also unanswered question regarding our first three 

questions, i.e. the drivers, management, and outcomes of MNC CPA. We call on scholars in 

international business and adjacent fields to continue work in these areas. On the question of 

the drivers of CPA in MNCs, we see particular potential in further research on the nature and 

development of political capabilities in MNCs and how these capabilities shape the CPA of 

MNCs. While some of the papers in this focused issue contribute to this endeavor, more work 

is needed. In particular, the research stream connecting MNC behavior in foreign markets to 

home country characteristics (see, for instance, Cuervo-Cazurra, 2006; Cuervo-Cazurra & 

Genc, 2008; De Villa et al., 2018; García-Canal and Guillén, 2008; Holburn & Zelner, 2010; 

Luo and Wang, 2012; Meyer, Ding, Li and Zhang, 2018; Stoian & Mohr, 2016) suggests that 

this could be a fruitful avenue for future research. For instance, it may be worth exploring 

how the political resources and capabilities which an MNC has built in its home country, 

affect the nature and focus of its international strategies. 

More work is also needed to enhance our understanding of the management and 

organization of CPA in MNEs. Many practitioners remain uncertain as to how CPA can be 

optimally configured and managed to add value, particularly within complex and diversified 

multinationals. Much in-depth and comparative research remains to be done on the internal 

operational processes and management structures of CPA within MNCs, and particularly 

between headquarters and overseas subsidiaries. We also need to better understand the nature 

and optimization of internal versus external CPA. When and why do MNCs outsource CPA 

to management consultancies or law firms? What are the limitations of an externalized 

approach to CPA? What role can third parties such as trade associations play in the design 

and delivery of CPA for MNCs, both at home and abroad? Further, we see potential in 

studying how CPA relates to internal micro-politics and conflict management within MNCs 
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(Dörrenbächer & Geppert, 2006, 2009). We also suggest building on and extending work on 

the micro-foundations of strategy (Barney and Felin, 2013; Foss, 2011; Foss and Pedersen, 

2016) to analyze the micro-foundations of CPA. This seems particularly promising given that 

firms’ political ties are tied to particular individuals.  

With regard to the outcomes and effectiveness of CPA, we suggest that scholars 

broaden their view on what constitutes relevant effectiveness criteria and outcome measures 

to be studied. In particular, to reflect on the longer-term outputs and outcomes that CPA may 

foster, which can be difficult to conclusively capture in most studies. This can be even more 

so for MNCs engaging in host countries and deploying CPA to gradually build legitimacy, 

gain access, and overcome the liability of foreignness. Moreover, insights from practice 

would suggest that the results of CPA are often more intangible than tangible, and therefore 

difficult to capture and measure. In particular, the legitimacy, influence, and power that CPA 

garners for MNCs.  There can of course be a dark side to CPA in these cases, where corrupt 

practices and illegal behavior are facilitated by the connections and authority that CPA 

delivers. More work is needed in this area, particularly exploring the long term and intangible 

outcomes and effectiveness of CPA for MNCs, and also the connectivity between, and 

organizational and institutional responses to, irresponsible CPA and MNC corrupt practices. 

There is growing evidence and consensus that more developed and robust institutions can 

reduce corruption, particularly in emerging markets (Mbalyohere et al, 2017; Mbalyohere and 

Lawton, 2018), and MNCs are encouraged to play a role in transmitting clear and consistent 

CPA practices to their overseas subsidiaries (Rajwani & Liedong, 2015). It is argued that 

there is room for multinationals from home countries where CPA is regulated, to push for 

similar laws in emerging economies, with the goal of resolving any anarchical or improper 

political engagement. This suggests that MNEs act as institutional entrepreneurs by 

transferring rules to develop fragile institutions and advocating best practices, and in this way 
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contribute to global governance (Rajwani & Liedong, 2015). Interdisciplinary approaches 

may be helpful to further research in these areas, bringing useful ethical insights and practices 

from political science, sociology or philosophy (Scherer & Palazzo, 2007). 

Although there are innumerable challenges to data collection and to the reliability and 

robustness of findings in emerging economies, more work is needed on multinational CPA 

process and practice in much of the world. Many seminal CPA studies rely on data from the 

United States, and whilst there is a growing body of research drawing on evidence from 

China in particular, a more global approach is needed. The papers in this focused issue go 

some way to addressing this deficit.  

In sum, the papers in this focused issue provide relevant new insights into the political 

activity of MNCs. They specifically add to our theoretical understanding of the drivers, 

organization, and consequences of such activities. At the same time, we have discussed a 

number of relevant gaps in the literature in the last chapter of this paper. We are confident 

that addressing those gaps will help to develop our understanding of the topic as well as its 

impact on firms and societies. 
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