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ABSTRACT 

As the world becomes more globalized, multinational corporations (MNCs) 

are obliged to spread and open subsidiaries in foreign countries. Unfortunately, some 

countries have unstable political systems that exist in a state of systematic crisis. For 

corporations whose subsidiaries are caught in the middle of a political crisis in foreign 

territories, this unrest presents high physical and economic risks. Thus, what types of 

threats do firms encounter, and how do they perceive them? Can their experience 

influence their perception of the crisis? The focus of this dissertation is to study the 

decision-making process of multinational corporations in times of political and 

economic crisis at a subsidiary level, utilizing the example of Mozambique. Two 

studies were conducted.  

The first was drawn on prior literature on threat perception, social 

embeddedness and MNCs’ reaction to external threats. A conceptual model of MNCs’ 

response to political crises in frontier markets was developed. The antecedents or 

predictors of exit included influences on exit decision, past experiences, crisis 

perceptions and the moderator effect of social embeddedness between perception and 

exit.  

The second study focused on MNCs that not only decided to stay in the 

foreign market, but seek for unique opportunities in an economic crisis. The 

conceptual model created is simple, and builds upon existing literature on social 

embeddedness, MNCs’ experience, and international staffing. Within the international 

staffing literature, it provides a strong contribution to the theories on parent country 

nationals and host country nationals, implementing new constructs such as parent 

company experience and subsidiary company experience.  
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Both models were tested using a survey data from managers of 108 MNCs’ 

subsidiaries in Mozambique, some of which exited due to the economic and political 

crisis, and some of which remained. The results indicate that both models are mostly 

supported. These studies contribute to the literature involving MNCs in host 

countries, including threat perception, social embeddedness, local content, 

international staffing, expatriates and past experiences. In practical terms, they 

provide a tool for both policymakers and private MNCs to act preemptively in times 

of political and/or economic crisis.  
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CHAPTER 1 

CAUGHT IN A POLITICAL CRISIS: WHAT TRIGGERS AN MNC 
SUBSIDIARY’S EXIT STRATEGY? THE CASE OF MOZAMBIQUE 

 

Introduction 
 

When a country experiences violent conflict, political turmoil, natural 

disasters, or other significant crises, businesses are often adversely affected. Previous 

research shows that many foreign businesses, or multinational corporations (MNCs), 

fully or partially exit a country during times of war or political conflict (Dai, 2011). 

When MNCs exit, jobs and revenue are lost, and host country governments are left 

with fewer resources. The ensuing spiral of firm exit and economic loss can 

exacerbate the conflicts that drove firms out in the first place. Thus, it would be 

useful, from a policy standpoint, to understand the processes firms go through when 

deciding whether or not to leave. If these processes were understood, it might be 

possible for policymakers to intervene strategically to encourage important firms to 

remain in the country. This research will focus on countries facing political crises that 

sometimes degenerate into violent conflicts.  

The purpose of this research is to build and test theory of firm behavior, in 

particular, foreign MNC subsidiaries in countries undergoing political crises. There 

are many studies that examine MNC behavior in conflict/disaster situations, but most 

research involves large-scale empirical studies that do not provide deep insights into 

decision-making processes within firms (see, e.g. Dai, 2011; Elboiashi, 2015). By 

collecting detailed survey data from subsidiary managers in Mozambique, a country 

that underwent a significant political crisis, we are able to build and test a theory 

linking firm experience in crises and managers’ perceptions of the severity of the 

situation to a subsidiary’s decision to exit. Furthermore, we investigate whether 
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managers with greater social embeddedness in the local market view the unfolding 

crisis as less of a threat.  

 The context for this research is Mozambique. This provides a unique 

opportunity to study a country that was peaceful for many years but since 2014 turned 

into an unstable political environment characterize by social disorder. Being able to 

observe the decision-making process of MNCs present in this country provides an 

opportunity for important data collection for this and future research. The aim is to 

provide insights into managers’ perceptions of risk and the relationship to firm action 

and thereby help companies to make more informed business decisions in response to 

external crises.  

 First, we ask: what types of threats do firms encounter, and how do they 

perceive them? We propose that firms’ resources and capabilities such as experience 

in high-risk environments will influence not only the actions firms take, but also their 

perception of risks and threats in the local environment. A large body of literature has 

found that experience is important to decisions such as where to locate foreign 

investment (Henisz & Zelner, 2005), where to locate R&D (Feinberg and Gupta, 

1996) and the kinds of strategies MNCs use to mitigate country risk (Feinberg and 

Gupta, 2009). Consistent with this research, we expect to find that subsidiaries in 

MNCs with significant experience in countries with political crises will act differently 

from subsidiaries without such experience. However, in contrast to previous research, 

we predict that experience will have an indirect effect on the actions that firms take. 

Instead, we predict that experience will affect how managers perceive the unfolding 

crisis, and that crisis perception will directly affect action. 

 Second, we ask: what influences a company’s decision to exit a country during 

a political crisis? To answer this question, we theorize about the role of social ties to 
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the local market. We predict that social ties will give managers better access to trusted 

sources of information. Previous research has highlighted the importance of 

knowledge – especially in developing countries. In the context of emerging markets 

and transition economies, Siegel (2007) writes that “just obtaining information…. is 

often critical to a firm’s success (p. 626).” Luo and Chung (2005) note that during 

Taiwan’s market transition credible information was a “scarce resource” (p. 411) (See 

Feinberg, Magelssen and Smith, 2017). We predict that managers with more social 

embeddedness will perceive the situation as less threatening and therefore be less 

likely to champion the strategy of exiting the market.  

 We make several key contributions to existing research. First, we shed light on 

the role experience plays in MNCs’ exit choices. Most previous research has 

hypothesized a direct association between experience and action. Similarly, a plethora 

of different measures of experience have been used in the literature. For example, Dai 

(2011) uses subsidiary age as a measure of country-specific experience. We 

hypothesize and test for the kinds of experience that seem to matter most in crisis 

situations. We find the greatest effect on threat perception arises from experience of 

other crises in the same region as the focal country. Moreover, as discussed above, we 

test for and find that experience does not consistently have direct effects on the 

decision to exit. Instead, it affects managers’ perceptions as to the severity of the 

crisis, which directly affect the exit decision. 

Second, we shed light on the role of managerial social embeddedness on the 

subsidiary’s decision to exit. Both of these critical resources directly affect the 

decision to exit directly and indirectly, through their effect on managers’ perceptions 

of the severity of the crisis. From a policy standpoint, governments wanting to keep 

foreign subsidiaries from leaving during times of crisis, our results could be 
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significant.  

In the following sections, we briefly discuss Mozambique as the context for 

our research, review the literature and present our model. We then discuss our 

research methodology for testing the model and present our results and insights. 

Political Crisis: The Case of Mozambique 
 

After its independence from Portugal in 1975, Mozambique was caught in the 

middle of the Cold War and decided to ally with the Soviet communist regime. From 

1981 to 1992, the country faced a terrible civil war, one of many occurring in 

Southern African territories during that period. The war led Mozambique to become 

one of the three poorest countries in the world (World Development Report, 1998). 

Thanks to the adoption of the Treaty of Rome on the 4th of October 1992, 

Mozambique was finally at peace, becoming democratic and adopting free elections. 

This brought a new economic, political and financial dynamic to the country, which 

was finally free to develop its markets. The country started a relentless journey 

towards economic growth and inflation control.  

From 1995 to 1999 average GDP growth was among highest in Africa at 10%, 

and inflation dropped from 54% to 5.5% (Fauvet, 2000). The real revolution 

happened in the 2000s’ decade, when Mozambique was found to have the largest coal 

(carbon coke) deposit in the world (2003), and the third largest natural gas reservoir in 

the world (2008) (Court & McCaerthy, 2015). These discoveries led to rapid 

economic growth in Mozambique and put the country on the energy world map. In 

those years, there was a common sense of euphoria, and MNCs described 

Mozambique as the new oil & gas “El Dorado” (Gqada, 2013). 
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Unfortunately, this was not to last. In 2014 Mozambique’s economy was 

shaken deeply and the entire system was distressed with the constant risk of collapse. 

A combination of factors led to these events.  

First, Mozambique has a weak institutional environment that is not conducive 

to economic progress. For example, all land is state-owned, and private firms can 

never be secure regarding their investments. Since land cannot be owned by private 

firms (Van Den Brink, 2008), title disputes are common, but these cannot be 

adjudicated in court. In order to take advantage of the oil and gas discoveries, the 

government of Mozambique needed to implement a series of important institutional 

and economic reforms but failed to do so in a timely manner. As a result, MNCs 

couldn’t manage to finalize the necessary financial arrangements in order to start 

production of these commodities. Additionally, due to the large drop in energy 

commodities prices beginning in 2012, Mozambique’s energy sector lost billions of 

dollars in future investments, as returns became insufficient to justify investment. For 

many MNCs, the “Mozambican project” was put on standby. According to Nhamire 

(2016) foreign investment dropped by 35% in the first quarter of 2016. 

Further economic problems were caused by the discovery that former 

president Armando Emilio Guebusa left the country in illicit debt for more than two 

billion dollars. This led to the loss of international community trust. A headline in 

Bloomberg (May 26, 2016) declared that Mozambique was “hours away from 

default.” Second, Mozambique elected a new president in 2014, starting a political 

struggle between the former president and the newcomer. This created a strong 

internal political instability. The opposition party (RENAMO) stated that the 2014 

elections where not transparent and rejected the election results (Fletcher and Mucari, 

2014).  
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These political tensions escalated into violent conflict in 2015, which continues 

today. Land communication between north and south are currently closed, and the 

country does not have enough coastline infrastructure to deviate the commercial 

logistics on land into maritime services. In June 2016, two people were killed, and 

twelve cargo trucks were burned while traveling through territory held by militia 

groups allied with RENAMO (Nhamire, 2016). As a result, the government of 

Mozambique announced that the army would begin escorting trucks traveling through 

important RENAMO-held territory. According to Nhamire (2016), although the 

trucks offer protection, they also double the travel time and significantly increase 

transport costs. On an article written for the International Business Times, Buchanan 

(2016) writes: 

“In an escalation of a simmering conflict between old civil war foes, army 
operations began in Tete Province in October 2015, and thousands have 
fled to bordering Malawi fearing violence and harassment from 
government soldiers, and the situation is still evolving in Mozambique – 
one of Africa's fastest-growing economies, which is looking to escape 
years of poverty and conflict by tapping into its huge energy resources” 
(p.1). 

 
Africa is known to be an unstable continent, where large sums can be gained 

or lost in short periods of time. MNCs caught in such environments adopt different 

strategies to limit damages and maximize gains, but how? Understanding the decision 

processes of firms that make important choices in risky and dangerous environments 

is essential to create awareness for others (MNCs and/or policymakers). In this 

environment, the perceived severity of the political crises perception by MNCs plays 

a dominant role for such decisions to unfold and will be at the center of our study. As 

we will see in the next chapter, the literature around this argument misses important 

analyses on a MNC’s decision to exit a market in time of political crisis.  
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Literature Review  
 

We divide this review into three parts. First, we will discuss the literature 

linking firm characteristics to their perception of the environment and evaluation of 

the risk/crisis. Second, we will review the literature linking firms’ perception of the 

environment to the risk mitigation actions they take. Last, we will review the 

literature on social embeddedness in order to provide useful insights on how social 

embeddedness may or may not influence decisions and perception.  

Experience and Perceptions of Risk 
 

A general area of ongoing interest to international business scholars is how 

managers perceive risk and how their perceptions influence firm strategy (Miller, 

1993; Oetzel and Getz, 2012; others). To date, most of the research in this area has 

inferred risk perception from large-scale empirical studies. This research has shown 

that international experience can have a significant influence on FDI in risky 

countries and those at war (Dai, 2011; Feinberg and Gupta, 2009; Holburn and 

Zelner, 2010). In addition, research in this area has shown that country-specific 

experience can be particularly valuable in overcoming liabilities of foreignness (Luo 

and Peng, 1999) and reducing operational costs (Buckley and Casson, 1981). In 

addition, locational knowledge is associated with an increased commitment to invest 

in a country (Barkema et al, 1996; Yu, 1990). This is important since several studies 

have shown that international experience more generally may have limited 

transferability (Li and Meyer, 2009; Yu, 1990; Oh and Oetzel, 2017).  

In cases like Mozambique, where political risk and violent conflict are 

significant concerns, managerial level experience can yield important information 

about the nature of political conflict in the country and what role the government 

plays in reducing or exacerbating tensions. Experience may also give managers a 
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sense for when conflict rhetoric poses a serious threat and when it is more about 

political posturing. For example, researchers found that firms with country-specific 

experience were more like to expand their investments in a country facing certain 

types of armed conflict. This relationship held even when the number of conflicts 

involving the host country government increased (Oh and Oetzel, 2017). Despite 

these insights, very little research has been done on how experience shapes 

perceptions of the investment environment, and how it may shape strategic responses 

and foreign direct investment (see Miller, 1993; Oetzel and Getz, 2012 for 

exceptions).  

 Most of the studies on risk perception have focused on developing a better 

understanding of managerial cognition and decision-making under uncertainty (e.g., 

Miller, 1993; Porac et al., 1995; Sutcliffe, 1994; Sutcliffe and Huber, 1998; Milliken, 

1990). The managerial cognition literature puts strong emphasis on how and why 

managers notice changes in their environment and firm and industry-related factors 

that enhance or constrain information flows.  

Nearly all studies in this area emphasize the role of time. In the short term, 

firm experience and past choices may limit or constrain knowledge flows to decision-

makers. Thus, managers may simply fail initially to notice important changes in the 

environment, or, even if they do notice the changes they may be unable to interpret 

them. Milliken (1990) defines effect uncertainty as arising when managers are 

uncertain about the effect an environmental change will have upon their organizations 

and are therefore unable to evaluate whether the change poses and opportunity or a 

threat.  

One important problem managers face is that they need to perceive an 

environmental change, interpret it (perception acquisition) and act on it before they 
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actually know the meaning of the change and the degree to which it is relevant to their 

respective firms. According to Milliken (1990), it is only after “an accumulation of 

experience in the changed environment (p. 44)” that managers learn the correctness or 

incorrectness of their interpretation. Unfortunately, in high-risk conflict situations, 

managers may simply not have the luxury of time to accumulate experience before 

needing to make important decisions about the future of their firms. 

Thus, managerial and firm experience is viewed as an important construct in 

this research. For example, Sutcliffe and Huber (1998) stress the role of 

organizational history: 

“...[a] firm’s particular history affects its selection and socialization 
processes, and these in turn constrain ways of perceiving and 
ultimately constrain the variety of perceptions held across the 
members of its TMT [(Top Management Team)]” (p.795) 
 

Building on this literature, a particularly intriguing question is whether 

managers from different firms perceive the same external events as risks nor not. 

Differences in perception suggest that some may find investment opportunities, while 

others only see threats. A key factor affecting how people perceive risk is the 

experience of the firm and its managers. In this next section, we discuss how risk 

perceptions may affect firm response to political crises. 

Perceptions of Risk and Risk Remediation Actions 
 

The relationship between managerial perception and firm action has not been 

well established in previous research. Most choice models in the context of FDIs, 

such as the work of Dai (2011), assume that latent perceptions drive action. However, 

few models empirically investigate the perceptions or test the links between 

perception and action. The main idea is that the more threatening the perception of the 

unfolding situation, the more drastic the actions a firm will take.  
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A large body of research has examined the actions that firms take in risky 

environments. Jensen and Biglaiser (2012), define political risk as the degree to which 

governments are willing to renegotiate agreements with MNCs. By “renegotiate 

agreements” the authors include, but not limit to, property rights violations, 

expropriations, tax increases, currency fluctuations, et cetera. A country’s political 

risk level is an important assessment tool to judge the possibility of any FDI. 

Furthermore, political risk is key to the decision-making process of MNC in respect to 

their presence in the territory. When MNCs perceive that the external environment 

may jeopardize their investment at a subsidiary level, they may decide to apply an exit 

strategy. Reactions are different according to each one’s experience, capability and 

willingness to risk, and this is where this study will focus its research. Many 

companies will prefer to risk and stay for long term returns, where others will prefer 

to downsize immediately. 

Professors’ Oh and Oetzel (2011) studied MNCs’ reaction to major external 

distresses at a subsidiary level. They have divided the concept of disaster into natural, 

technological and terrorist, and compared MNCs’ reaction to the specific distressed 

environment. Their conclusion was that disinvestment at the subsidiary level is more 

likely to happen when the type of severity of the hazard is terrorism and 

technological, and less likely for natural ones. The impact on government reaction to 

the disaster has also a direct impact on MNCs’ decision process for the after math. 

The study implies that downsizing is total, but nothing is said about companies who 

partially downsize, but who keep a marketing and political position. It is clear form 

Oh and Oetzel that politics play a key role in the MNCs post-crisis decision-making 

process.  
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Distressed environments do not bring only economic crises and downsizings, 

but new opportunities for those with an open mind. According to a popular saying, “in 

every crisis there are new opportunities”. Following this saying, Casson and Lopes 

(2013) long discussed the opportunity that risky environments represent to MNC, and 

how their FDI is decided upon a strategic risk analysis. They argue that, in the long 

run, MNCs who decided to invest and stay in distressed countries, have benefitted 

with large incomes over time. Furthermore, an exit strategy is often non-reversible 

and permanent (Dai, 2011), bringing irreversible consequences to MNCs’ assets and 

balance sheets.  

One important aspect to better understand firm’s reaction to a political crisis is 

to identify the role of the MNC among the local society. Can they have an influence 

on it, or must the MNC “go with the flow” without concerning itself about external 

shocks? Oetzel et al (2010) suggested that companies working in such environments 

should change their corporate culture into following specific principles for certain 

kind of economic activities that foster peace. They argued that companies should 

create a transparent relationship with political powers and avoid the use of their 

political influence to act unethically. Doing business without legitimacy and 

transparency increases tension and mistrust among the society. MNCs have an 

important indirect role in the resolution process, but sometimes fail to acknowledge 

this, as companies should profit from peace and stability, not from war and disruption. 

In another paper, Getz and Oetzel (2012) underlined the impact the 

international and national community has on assuring that MNCs are involved in 

legitimate and transparent activities in developing countries. Data presented by the 

authors show that MNCs that are pressured by international stakeholders use 

strategies to positively respond to violent conflicts on their own, and associate with 
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others once the pressure comes from local stakeholders. This is a very significant 

finding as it reveals the importance of a common will to “do the right thing” and 

suggests that the community (not the single individual) is conscious of the importance 

of business ethics and what damage the lack of ethics can inflict on an economy. 

Social Embeddedness, Perception and Remediation Actions 
 

Researchers define embeddedness as the degree of ties with the external 

environment (Halim et al, 2015; Dacin et al, 1999), and social embeddedness as the 

sum of the actual and potential resources an individual has embedded into the network 

of relationships (Halim et al, 2015; Cabello-Medina et al, 2011). Dacin et al (1999) 

and Halim et al (2015) went a little further, suggesting that social embeddedness 

inside a business context, is the degree to which individuals have personal ties in 

order to shape the elements of business.  

This research will contribute to Dacin and Halim et al (1999) findings by 

suggesting that social embeddedness can shape the elements of business by mediating 

the relationship between perception of the context and action taken by firms. In this 

affirmation, perception of the context is key to develop actions. Changes in the 

environment will produce changes to the MNC’s perception of the situation (Myers, 

1982; Dai, 2011), which will be driven by their past experiences in similar contexts 

(Dai, 2011). Companies will than proceed to act based on these perceptions (or 

evaluations) accordingly, with the intent of diminishing their risks as much as 

possible (Hitt and Tyler, 1991).  

Colakoglu and Caligiuri (2008) estimated that there are over 850.000 

subsidiaries of MNCs around the world, each one with its own management. These 

expatriate managers will define the success of their companies abroad (Harvey and 

Moeller, 2009), and understanding how their social embeddedness to the local 
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cultures can affect performance is key to understanding the decision-making process 

behind it. Andreason (2003) has stated that most of the poor performances of MNCs 

subsidiaries can be attributed to the inability of the subsidiary general manager to 

adapt to the foreign environment. Could hiring a local person, someone already 

embedded into the local social structure, help performance? This is an important 

question for MNCs expanding their business into international ventures.  

“Foreigner status and feelings of powerfulness, are present as a result 
when being immersed in another culture; however, observable 
differences give rise to feelings of powerlessness, vulnerability, self-
consciousness and being judged by others” (Russel and Russel, 
p.101) 

Contribution to the Literature 
 

There is plenty of literature on experience (Porac et al., 1995; Sutcliffe, 1994; 

Sutcliffe and Huber, 1998; Milliken, 1990), perception (Halim et al, 2015; Dacin et al, 

1999; Myers, 1982; Li Dai, 2011; Hitt and Tyler, 1991), and social embeddedness 

(Halim et al, 2015; Dacin et al, 1999), but we have found relatively little research 

linking these constructs to action (exit or non-exit) in a political crisis. These 

relationships are very important to better understand the decision-making processes of 

MNCs, to help them to develop and implement preemptive strategies that will 

increase their chances of taking “the correct decision”. For MNCs’ subsidiaries, this 

may dictate the difference between opening a new market or losing one. 
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Theory and Hypotheses 
 

Crisis perception is probably the most important construct for this research. 

For any strategic decision, from foreign direct investments (FDI) to exit strategies, 

perception of the political crisis is core to the decision-making process of MNCs. Risk 

perception, or perception of uncertainties, plays a focal role. Miller (1992) classifies 

manager’s uncertainty perception into three categories. First, there is a general 

environmental uncertainty. This category includes political, macroeconomic, social 

and nature-related factors that have the potential to destabilize business conditions. 

Second, firms also face industry-related uncertainties. According to Miller (1992), 

these include potential risks related to input markets, product markets and 

competition. Finally, firm-specific factors are also a source of risk and uncertainty. 

For example, firms face operating uncertainties such as labor strikes or machine 

failures. Firms also face uncertainties related to R&D, credit availability, potential 

liabilities and managerial behavior.  

The insight from past research is that MNCs that make strategic decisions in 

distressed external environments will perceive each one of the uncertainty categories 

differently, and this will lead their managers to execute different actions. Building on 

this, this research seeks to correlate MNCs’ firm-specific characteristics with 

managerial perception of the situation in Mozambique and the risk-remediation 

activities they take in terms of extreme actions such as exit or not.  

Experience Leads to Perception 
 

We expect to find considerable heterogeneity across firms in the managerial 

perception and evaluation of the Mozambican conflict. Building on Miller (1992), 

Sutcliffe (1994) and Dai (2011), we expect that firm characteristics such as 

experience in Mozambique, experience in other similar countries (especially in the 
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Sub-Saharan region), and experience in conflict and risk management, will influence 

MNCs’ initial perceptions of the actual conflict itself. Second, these firm-specific 

factors will determine the specific risks and threats each firm expects will arise as a 

result of the unfolding conflict. For example, we expect that managers in firms with 

different histories in Mozambique will perceive the unfolding situation differently. 

Firms that have been in Mozambique during the 1980s have experienced a full-scale 

civil war there; clearly firms that have arrived in Mozambique more recently will not 

have the same perspective. This leads us to:  

 

Hypothesis 1: The greater the experience an MNC has in political crisis 

situations, the more severe will be managerial perception of the threats to 

operating in Mozambique. 

 

A counter-argument to this hypothesis could be the fact that companies with 

more experience in similar political crisis, could potentially have learnt from previous 

situations and be more comfortable to manage the reaction strategy. This may actually 

bring a less severe perception of the crisis if compared with companies with fewer 

experience.  

Perception Leads to Action 
 

Once companies evaluate the crisis according to their perception, they will 

need to determine their future actions/strategies to cope with it. Gordon Rabey (2005) 

suggested that the perception of the reality of a situation leads people to create their 

own strategies in order to protect (or try to protect) their interests. Andy Clark (2009), 

professor of neuropsychology at the University of Edinburgh, published a paper on 
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the relationship between experience (of which sometimes he calls vision), perception 

and action.  

“Much of our human mental life looks to involve a seamless unfolding of 
perception, action and experience: a golden braid in which each element 
twines intimately with the rest. We see the very world we act in and we act 
in the world we see” (p. 1460) 

 Among other findings, Clark’s work found the mediation of perception 

between experience and action; before you act, you must have a perception of the 

reality you act on, based on your experience. This important finding is applied to 

human neurophysiology, thus to responses driven by human psychology. Building on 

this research, it can be extended human reactions to the business environment, in that 

perception will be the moderator between experience and business strategies (actions) 

for any MNC. Therefore, we expect: 

 

Hypothesis 2: The greater the perceived threat of operating in Mozambique, the 

more likely an MNC subsidiary will be to exit Mozambique. 

 

From another perspective, greater threats could also mean less competition for 

risk-takers companies in certain sectors. This could trigger the exact opposite, and 

rather than exit, companies could potentially find in the political crisis the right 

moment to invest.  

Social Ties as Moderator to Perceptions and Actions 
 

Thus far, we have hypothesized the relationship between experience, 

perception and action, where experience leads to perception, and perception defines 

actions. An important aim of this research is to understand what factors can 

potentially influence the relationship between perception and extreme actions, in 
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order to understand the dynamics that predict a company’s choice in the context we 

are studying. As we will test, the degree of social embeddedness of the local 

managing director (LMD) of any MNC will be one of the two main factors that will 

influence this relationship. Researchers define embeddedness as the degree of ties 

with the external environment (Halim et al, 2015; Dacin et al, 1999), and social 

embeddedness as the sum of the actual and potential resources an individual has 

embedded into the network of relationships (Halim et al, 2015; Cabello-Medina et al, 

2011). The degree of social embeddedness allows people to acquire more information 

(Alimadadi and Pahlberg, 2013) to better understand socio-economic factors such as, 

but not limited to, political, cognitive and social, for a more knowledge-empowered 

choice (Karlsson & Dahlberg, 2003; Hamil et al, 2015).  

The role of the local managing director (LMD) is key to the decision-making 

process for any MNC subsidiary, specifically if such choices must be taken in strong 

political crisis. The company’s perception of the political crisis is provided by the 

LMD’s vision of the local market situation, which can identify real threats and 

opportunities such crisis may camouflage. If the LMD is accepted by the local social 

structure, he or she will have access to insider information, helping him to ignore 

speculations and rumors, and understand events as they occur. From this:  

 

Hypothesis 3: The degree to which local managing directors are socially 

embedded in Mozambique will positively moderate the relationship between 

threat perception and exit. MNCs with more socially embedded senior managers 

will tend to view the crisis as less threatening and will be less likely to exit. 
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Taken together, these three hypotheses form a conceptual model of MNCs’ 

experience, perception, extremity of actions (exit or non-exit) and the moderator 

effect of the LMD’s social embeddedness between perception and extremity of 

actions. This model is illustrated in Figure 1 below:  

 

 
Figure 1: Model of MNC Subsidiary Exit Strategy in Frontier Markets 

 

The following section explains the research methods utilized to test the conceptual 

model. 
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Methods 

Data Collection 
 

We collected primary data through a survey given out to 287 MNCs present in 

Mozambique or which have exited during the political crisis of 2015-2016. We 

identified MNC subsidiaries present in Mozambique during the crisis through three 

main mechanisms. First, we created a master list of subsidiaries from the following 

sources: 

• Mozambique – Brazil chamber of commerce; 

• Mozambique – Italy chamber of commerce; 

• Mozambique – France chamber of commerce;  

• Mozambique – Dubai chamber of commerce; 

• Uniworld Mozambique List of Companies; 

• Ministry of Industry and Commerce of Mozambique (MIC); 

• Investment Promotion Center of Mozambique (CPI). 

This master list was out of date, since many of the data sources were not 

current. According to the World Bank, Mozambique experienced very large inflows 

of FDI beginning in 2011, which averaged over thirty percent of GDP through 2015. 

However, outflows of FDI increased dramatically starting in 2013 (though these were 

considerably smaller than inflows). The sheer volume of FDI activity relative to the 

size of the Mozambican economy made it difficult to get a sense for what constituted 

a “representative” sample at any given point in time. 

Because the focus of our study is the decision to exit, a second important part 

of our sampling strategy involved the need to survey managers of subsidiaries that 

were no longer in Mozambique. We identified these by highlighting companies on the 

master list that did not seem to be in Mozambique any longer and by using snowball 
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sampling of companies we knew had exited. In our final sample, 20 out of 108 

responding subsidiaries had exited Mozambique—approximately 18.5%.  

The third strategy we used to build our sample involved using personal 

connections. Through my company, I have worked closely with many MNC 

subsidiaries in Mozambique and gotten to know key personnel. The community of 

foreign firms in Mozambique is quite small, and I managed to successfully use a 

“snowball” technique (i.e., asking managers if they know and can refer me to 

managers at other companies, then asking those managers if they can refer me, and so 

on…) to make connections to firms I have not previously encountered or know about.  

After coming up with a series of items to measure our constructs of interest, 

we administered a pilot to 8 companies and solicited detailed feedback on the survey 

items. Following the pilot study, we refined the survey questions to create the final 

survey version, which was then sent to subsidiaries of 287 multinational companies. 

We received a total of 108 responses, resulting in an overall response rate of 37%. 

We developed several new scales for our survey based on the literature social 

capital and social embeddedness (Marsden and Campbell, 1984; Landry et al, 2001), 

and firms in countries experiencing crises (Dai, 2011; Oh and Oetzel, 2011). To 

enhance the reliability of our measures, we pretested our scales with a small group of 

companies and solicited extensive feedback on our survey items. In many cases, the 

feedback we received resulted in us making substantial changes to the wording of our 

questions and to the items we included in our scales.  

Finally, many of the subsidiaries we surveyed have expatriates in top 

management positions, so it was not clear what languages we would have needed to 

translate our surveys into. Since nearly all of our respondents are C-suite officers (see 

Table 1), we assumed that all would have at least a working knowledge of English, so 
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we decided to use only English for the survey. We asked respondents to report 

financial data in current U.S. dollars. 

We created an online survey and administered it on Survey Monkey. 

Following Oetzel and Getz (2011), we checked for non-response bias by comparing 

early and late responses to the survey. We found no significant differences between 

measures obtained in early versus late responses to the survey. From this as well as 

the comparison to World Bank data, we can infer that our data do not suffer from non-

response bias.  

Sample 
 

Because of the difficulty involved in identifying subsidiaries that had not 

exited the country and the fact that many subsidiaries remaining in Mozambique had 

significantly downsized their operations, it is difficult to know exactly how 

representative our sample is, but we compared it with two external data sources to get 

a sense for its representativeness. First, KPMG published a ranking in 2015 of the 100 

largest companies in Mozambique. These include very large state-owned companies 

as well as multinational subsidiaries. The companies in the KPMG sample are, on 

average, four times larger than the firms in our sample in terms of revenue in 2014 

and six times larger than the firms in our sample in terms of employment.  

Second, the World Bank has one year of data on a small sample of domestic 

and foreign companies in Mozambique in the World Bank Enterprise Survey data 

(WBES). The only year for which this data is available is 2007. The World Bank is 

particularly interested in manufacturing industries, so our sample is somewhat 

different in that respect. Despite differences in industry make-up, however, the two 

samples are very comparable in terms of firm size. Median employment in the two 

sets of firms is quite comparable: 27 in our sample and 23 in the World Bank data. 
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Our sample is more right-tailed than the World Bank data, with the largest 

subsidiaries being nearly three times the size of their counterparts in the WBES data. 

However, at the 25th, 50th and 75th percentiles, subsidiary employment in both samples 

is nearly identical. In the WBES data, subsidiaries have 13, 23 and 60 employees 

respectively. Their counterparts in our sample have 13.5, 27, and 64.5 employees 

respectively.  

Other variables in the two datasets are also similar. For example, subsidiary 

managers have approximately the same average years of experience working in the 

industry (16 years), and subsidiaries in both samples have approximately the same 

ownership share held by domestic private companies – 13% on average in the WBES 

data and less than 20% on average in our dataset. Also, similar in the two datasets is 

the percent ownership by the Mozambican government – in both cases, explicit 

government ownership of multinational subsidiaries is essentially non-existent. 

Although our sample size is small, and we were not able to collect additional 

data for our estimations from other sources, the subsidiaries in our sample and in the 

World Bank data are similar along several dimensions. It is quite difficult finding 

robust sources of data on multinational subsidiaries in the poorest countries in Africa. 

At least from the standpoint of size and managerial experience, our data appear to be 

quite representative. In Table 1, we describe features of our sample. Subsidiaries in 

our sample come from parent firms headquartered all across the world. Slightly more 

than half of the subsidiaries in are from parents headquartered in highly developed 

countries, with the remaining subsidiaries’ parents are located in emerging markets in 

Latin America, Asia, and Sub-Saharan Africa.  

Also, shown in Table 1 is the size distribution of subsidiaries on our data. Very small 

firms (fewer than 10 employees) make up approximately 22% of our sample. These 
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firms have an average of 5 employees. In contrast, large firms (greater than 100 

employees) make up 17% of our sample, and these firms have an average of 362 

employees. 

Home region of the subsidiary’s parent  

 Number Percent of Sample  

SubAfrica 18 16.8  

East AsiaPac 9 8.4  

Western Europe 36 33.6  

East Europe and Cent Asia 3 2.8  

LatAm 11 10.3  

Mena 8 7.5  

South Asia 6 5.6  

North America 10 9.4  

Australasia 6 5.6  

Subsidiary Size (number of employees) 

 Number Percent of Sample Group Mean Employees 

10 or fewer employees 23 22.1 5.2 

11 to 25 employees 29 27.9 17.8 

26 to 50 employees 24 23.1 41.2 

51 to 100 employees 10 9.6 76.4 

Greater than 100 employees 18 17.3 362.1 

Industry 

 Number Percent of Sample  

Energy and Mining 15 14  

Business Services 39 36.8  

Manufacturing and Basic Materials  20 18.9  

Other (mostly infrastructure and telecom) 23 21.7  

Respondent Title 

 Number Percent of Sample  

CEO 66 62.9  

CFO 11 10.5  

COO 8 7.6  

CHRO 9 8.6  

CTO 5 4.8  

Department Director 6 5.7  

Table 1: Features of our sample 
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Measures 
 

Dependent variable: Firm Exit 

Based on the literature, we used a seven-point Likert scale with four different 

survey questions to measure the construct, “Exit”, as shown in Appendix A. We 

sought to assess the degree to which firms would give consistent responses on all 

aspects of “exit” including shutting down physical premises, firing all Mozambican 

employees and repatriating all foreign employees. All four questions loaded strongly 

onto a single factor, and the resulting reliability of the four-item measure (Cronbach’s 

α) was 0.99.  

Independent variables: 

Our three independent variables measure a firm’s threat perception, experience 

in crisis countries, and social embeddedness. Each of these variables was measured 

using a seven-point Likert scale. The factor analytic results are shown in Appendix B.  

1. Threat perception. Five items were used to measure the degree to which 

respondents felt the crisis had resulted in a greater likelihood of physical 

attacks on the firm and surrounding communities, damage to company 

premises, and threats to company employees. This item was adapted from 

Weber et al (2002), where the authors analyzed: risk adverseness, risk 

perception and risk behavior. Factor analysis showed that the two items 

representing increased perceived threats to employees did not load strongly 

with the three items representing threats to company premises and surrounding 

communities. We therefore dropped the two items, and the reliability of the 

three-item measure (Cronbach’s α) was 0.89. 

2. Experience in political crises. We used a single-item measure to assess the 
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extent of experience the Mozambican subsidiary’s parent company had in 

political crises around the world. Using the World Bank region measures (see 

Table 1), we asked how many times in each region subsidiaries of the parent 

company faced situations similar to the crisis in Mozambique between January 

2015 and January 2017. Many companies reported experiencing crises across 

the different regions. In this research, we use the number of crises similar to 

the situation in Mozambique that the company experienced in Sub-Saharan 

Africa. Based on Feinberg and Gupta (2009), we predict that experience in a 

similar region with countries having a broadly similar risk profile will be most 

relevant to understanding the situation in Mozambique. 

3. Social embeddedness. We measure social embeddedness by asking a series of 

questions designed to measure the respondent’s network of local friends and 

acquaintances. This measure is based on Marsden and Campbell (1984). We 

use an 8-item scale to assess the frequency of the respondent’s social 

interactions with family, friends and acquaintances of foreign and 

Mozambican nationality. Four items loaded strongly together – those asking 

about friends and close friends. Interestingly, respondents do not seem to 

distinguish between Mozambican and foreign friends in terms of their social 

interactions; rather, they are more likely to distinguish between friends and 

acquaintances. This was not expected, given that a significant proportion of 

survey respondents are expatriates. The literature on expatriate management 

has widely documented the difficulties expatriates have in building deep social 

networks in the host country (e.g., Toh, Denisi, and Leonardelli, 2011). The 

reliability of the four-item measure (Cronbach’s α) is 0.93.  

4. Control variables. We control for subsidiary size using reported 2015 
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subsidiary employment. We also control for whether a subsidiary is a joint 

venture between foreign and local owners. We expect that such ventures 

would be less likely to exit, as local partners can provide both good 

information and potentially protection in event of a political crisis. Finally, we 

control for the venture industry, with these divided into four broad categories: 

energy and mining, business services, manufacturing and metals, and other. 

This last category contains retail and infrastructure industries. We expect 

industry will be important to the exit decision due to location of facilities, the 

ability to withstand a downturn in the economy and greater or lesser need for 

large capital investment during a time of uncertainty.  

Regression variables were standardized to reduce problems associated with 

collinearity (which can be problematic in small samples) and to facilitate 

interpretation of the predicted interaction effect in Hypothesis 3. 

Analysis  
 

We used both ordinary least squares regression (OLS) and structural equation 

modeling (SEM) to test our hypotheses. We used SEM to test the predictions of the 

full model in Figure 1. Since our sample size is small, it is not realistically possible to 

get good estimates of the full structural model along with a reasonable set of control 

variables. We therefore estimate the structural model including only the relationships 

predicted in Hypotheses 1-3. We use OLS to estimate Hypotheses 2 and 3, and we 

include control variables in these estimates. 
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Results 
 

The sample mean, standard deviation and correlations for the variables in our 

sample are displayed in Table 5, which can be found in Appendix D. We can see from 

the data that most firms do not exit – the mean of exit is 2.5, which indicates 

moderately strong disagreement. The average manager in our sample perceives a 

significantly greater threat of physical violence in Mozambique after the crisis than 

before, although the evaluation of changes in threat level after the crisis is low-to-

moderate. Not shown in Table 5, threat perception varies quite a bit by industry, with 

subsidiaries in energy industries perceiving the highest threat level and subsidiaries in 

business services perceiving the lowest threat level. Managers in our sample are also 

quite social, indicating, on average, that they interact fairly often with Mozambican 

and foreign friends. 

In terms of correlations, these closely mirror the hypothesized relationships. 

Exit is positively correlated with threat perception and negatively correlated with 

social ties (p<.01). Interestingly, exit is uncorrelated with crisis experience, although, 

as predicted, threat perception is significantly correlated with crisis experience 

(p<.01). Although exit is uncorrelated with firm size and industry, threat perception is 

correlated with both variables. Similarly, social ties are uncorrelated with threat 

perception but highly correlated with exit. Clearly, very different variables are 

associated with managers’ perceptions of threats than with the firms’ ultimate 

decision as to whether to exit or remain in Mozambique. Apart from finding 

significant relationships among the predicted correlations, other correlations in Table 

5 do not appear problematic from the standpoint of collinearity. 
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Table 2: SEM estimates of mediated model 
 

 
 

H1: + 

DV: Threat Perception 
Crisis Experience 0.323*** 

(0.091) 
Constant 0.010 

(0.091) 
 DV: Exit 

H2: + Threat Perception 0.194* 
(0.078) 

 Crisis Experience 0.071 
(0.074) 

 Social Embeddedness -0.726*** 
(0.076) 

H3: + Social Embeddedness * Threat Perception -0.134* 
(0.057) 

 Constant 0.044 
(0.069) 

 var(e.Threat Perception)| 0.844 
(0.118) 

 var(e.Exit)| 0.492 
(0.069) 

 Number of Observations 103 
 Log-likelihood -698.98 
 LR Test of model vs. saturated chi2(2) = 6.14* 
 RMSEA 0.142 
    Lower bound 0.016 
    Upper bound 0.276 
    Probability RMSEA <= 0.05 0.085 
 Comparative Fit index 0.951 
 Tucker-Lewis index 0.827 
 Standardized root mean squared residual 0.052 
 Direct and Indirect Effects 
 Total Effect of Crisis Experience on Exit 0.134┼ 

(0.072) 
H1: + Indirect Effect: (Crisis Experience and 

Threat Perception) 
0.63*  
(0.031) 

 Direct Effect: (Crisis Experience and Exit) 0.071 
(0.074) 

 

We report regression results in several steps. First, in Table 2, we report 

results for the full mediated model. Because of sample size, we use only the predicted 

relationships in Figure 2 in the SEM estimation in Table 2, and we include control 

variables in the OLS regressions reported in Table 3 below.  

In Table 2, we find support for all our hypotheses. In Hypothesis 1, we 

predicted that having past crisis experience would increase the perceived threat of the 

crisis in Mozambique. That hypothesis is supported at p<.001. In Hypothesis 2, we 

predicted that the higher the perceived threat of the crisis in Mozambique, the more 
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likely subsidiaries would be to exit. We find support for that hypothesis, but only at 

the 10% significance level. Finally, in Hypothesis 3, we predicted that MNC 

subsidiaries whose managers are more socially embedded into the local society in 

Mozambique will perceive the threat of operating in Mozambique to be less severe 

and would be less likely to exit. We also find support for that hypothesis at the 10% 

significance level.  

In addition to the predicted results, the main effect of social embeddedness on 

exit (for which we had no prediction) was strongly significant and negative, indicating 

that subsidiaries with more socially embedded managers are less likely to exit 

Mozambique. We find that the crisis experience has no direct effect on the likelihood 

of exiting, which is interesting in light of all the evidence in IB research linking 

experience to action. This research usually assumes that experience represents 

something else – such as knowledge or judgment – but does not actually test those 

assumptions. I try to test that assumption here by predicting that experience will have 

a direct effect on perception of events and that perception will, in turn, have a direct 

effect on action. The results in Table 2 support this concept of experience.  

We report model fit statistics toward the bottom of Table 2. Many of these are 

hard to interpret, because they are affected by sample size (Kenny, 2014). However, 

taken together, these statistics indicate a pretty good model fit. The Chi-square test of 

our model versus a saturated model, ideally should not be significant. Since a 

saturated model represents an exact replication of the data, if the estimated model 

differs significantly, it means the estimated model does not fit well. We find a barely 

significant Chi-square for this test (6.14, p<.05), which we interpret to mean that the 

extent to which our model differs from a saturated model is not very important. Other 

fit statistics are mixed, but mainly good. The Root Mean Square Error of 
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Approximation measures the standardized residual correlations. Although the 

RMSEA should ideally be less than 0.08 (Schreiber, Nora, Stage, Barlow, & King, 

2006), this statistic is affected by sample size. The RMSEA we report in Table 2 is 

too large, but the lower bound of the confidence interval is within acceptable range. 

Kenny (2014) indicates the “ideal” fit for the Standardized Root Mean Square 

Residual should be less than 0.08. The SMSR for our model is 0.052.  

In the bottom panel of Table 2, we report the direct and indirect effects of crisis 

experience on exit. Instead of a direct effect, we predicted in H1 that crisis experience 

would affect exit indirectly, through its effect on threat perception. The total effect of 

crisis experience on exit is 0.134, which is significant at the 10% level. The indirect 

portion of that effect- the relationship between crisis experience and threat perception-  

is 0.063, which is significant at the 5% level. The direct effect of crisis perception on 

exit is 0.071, which is insignificant. 

Table 3: OLS Results for Exit 
 

DV = Exit Main Effects Interaction 
 
 

H2: + 

Crisis Experience 0.073 
(0.075) 

0.068 
(0.074) 

Threat Perception 0.227* 
(0.096) 

0.244* 
(0.095) 

Social Embeddedness -0.664*** 
(0.071) 

-0.603*** 
(0.077) 

H3: - Social 
Embeddedness*Threat 
Perception 

  
-0.155+ 

Subsidiary Size 0.027 
(0.077) 

0.028 
(0.076) 

Local-foreign Joint 
Venture 

-0.111 
(0.070) 

-0.113 
(0.069) 

Business Services 
Sector 

0.244** 
(0.088) 

0.227* 
(0.087) 

Manufacturing Sector 0.220** 
(0.079) 

0.204* 
(0.079) 

Energy/ Mining Sector 0.104 
(0.084) 

0.086 
(0.083) 

Constant -0.014 
(0.067) 

-0.045 
(0.068) 

 Number of 
Observations 

101 101 

F (9, 91) 16.02*** 15.06*** 
Adjusted R-squared 0.546 0.559 
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 In Table 3, we report OLS results of the likelihood of exit, including a larger 

set of control variables. In column 1, we report the main effects model that does not 

include the interaction between social embeddedness and threat perception. In column 

2, we include the interaction effect in our estimates. Results are very similar to those 

in the SEM estimates in Table 2. Threat perception is negatively related to exit and 

significant at the 5% level in columns 1 and 2. The sizes of the OLS coefficients are 

reasonably similar to the coefficient on threat perception in the SEM estimate. We 

also find a significant moderating effect of social embeddedness on the relationship 

between threat perception and exit, although this effect is only significant at the 10% 

level in the OLS estimates.  

Similar to the SEM estimates, the direct effect of social embeddedness on exit 

is highly significant in the OLS results. MNCs whose local manager directors have 

closer social connections in Mozambique are less likely to exit the country following 

a political crisis.  

Turning to the control variables, MNC subsidiaries involved in a joint venture 

with local firms are less likely to exit, but this result is only significant at the 10.6% 

level in the main effects estimates in column 1. We do find that some industries are 

more likely to exit than others. In the results in Table 3, we leave out “Other” 

industries, so the interpretation of the coefficients on the industries in the table is 

relative to the omitted category. Subsidiaries in “other” industries were least likely to 

exit. This category includes firms in construction, retail, hotels, agriculture, 

transportation and telecom. Relative to firms in this category, firms in business 

services and manufacturing were significantly more likely to exit Mozambique. 

Subsidiary size is not significantly related to exit.  
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Figure 2: Interaction of subsidiary exit, threat perception, and social embeddedness 
 

Finally, we plot the interaction between social embeddedness and threat 

perception in the OLS estimates and present the results in Figure 2. The likelihood of 

exit is on the vertical axis, ranging from -1 (least likely) to 2 (most likely). Recall that 

the variables are standardized. Along the horizontal axis, we go from the 10th 

percentile to the 90th percentile of threat perception. The red and blue lines show the 

relationship between threat perception and exit for firms whose managers are highly 

socially embedded (red line, at the 90th percentile of social embeddedness) and much 

less socially embedded (blue line, at the 10th percentile of social embeddedness. For 

firms with highly socially embedded managers, the likelihood of exit remains at the 

same very low level, regardless of how threatening firms perceive the situation to be. 

In contrast, firms whose managers are not very socially embedded are much more 

likely to exit when they perceive the threat in Mozambique to be high. 
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Discussion and Conclusion 

In this research, we sought to understand the kinds of threats foreign 

subsidiary managers perceived during a political crisis and how those perceived 

threats affect the subsidiary’s decision as to whether or not to exit as a result of the 

crisis. Our findings suggest that a MNC’s crisis experience only increase perceived 

threats in the local environment but doesn’t increase the likelihood of exit directly. 

From another perspective, those companies with a social embedded local manager 

director, even if the company’s view of the crisis is very negative, they are still more 

likely to stay in the local market. Furthermore, we found that on average, managers 

perceive greater physical threats to company premises and surrounding communities 

after the crisis than before the crisis. Managers in companies with greater experience 

in similar political crises in the same region tended to view the crisis in Mozambique 

as more dangerous. 

 Interestingly, we found that in general, company experience in political crises 

did not affect the decision as to whether or not to exit the country. Instead, experience 

affected managers’ perceptions of the severity of the crisis, which in turn affected the 

decision to exit. These econometric results were mirrored in answers managers gave 

to open-ended questions at the end of the survey. We asked managers the following 

question, “If your company viewed the political crisis as an opportunity, please 

describe the actions you took.” Answers to this question ranged from “There is no 

opportunities in a political crisis for those with a conscience” to “The crisis 

diminishes competition. Now is the time for positioning and keep the position as long 

as it will take.”  

Many firms mentioned the importance of relationships with local partners and 

politicians in providing information and keeping them in the country. One manager 
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wrote that his company “[has] guarantee the support of the government prior to any 

action we have taken.” Another wrote, “We trust in our local partner, and we believe 

that with a crises (sic) there is less competition, and we want to keep this advantage 

for when things get better.” It is not surprising, therefore, that firms with some local 

ownership tended to be less likely to exit. Other managers wrote directly about the 

help they got from the government, “We have had long talks with the government in 

order to understand the real threat to our operations. Mining operations are usually in 

remote places, and in the case of Mozambique, where all the struggles began. Our 

concerns for the security of our personnel, local or foreigner, was very high. But we 

have invested too much in the country just to lose it all, and our experience brought us 

to have patience.” 

 A great deal of previous research focuses on why certain decisions are taken 

by MNCs in a crisis situation (Getz and Oetzel, 2012; Dai, 2011; Miller, 1992; Oetzel 

et al, 2010; Oh and Oetzel, 2011), before and after a crisis management (Casson and 

Lopes, 2013; Dai, 2011; Oh and Oetzel, 2011; Seymore, 2012), and their pros and 

cons regarding such decisions (Casson and Lopes, 2013; Eccles et al, 2007; Elboiashi, 

2015). We sought to explore relationships between the constructs of experience, threat 

perception and action using a theory-driven structural model. In this way, we feel we 

are able to better understand how the decision to exit a country gets made at the 

subsidiary level.  

Our results regarding the relationship between experience, perception and 

action, are important findings of this study. Many studies relate actions directly to 

experiences, and this is a potential gap in any research. We have shown that actions 

are directly related to the perception of a situation and (generally) not directly to 

managers’ past experiences. In other words, managers act based on what their 
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perception of the situation is all about. At the same time, that perception has been 

developed through their experience. Perception acts as a mediator between experience 

and action. In general terms, why is this important? No one can change the experience 

of someone else, but governments, companies and institutions can change the 

perception of a company regarding a crisis. This is a simple yet powerful finding, as it 

allows direct interventions on a company’s perception in order to make them change 

their actions. Governments can involve key companies in events or initiatives to try 

and transmit the feeling of a temporary crisis under control, and there’s no need to 

exit.  

The final finding is related to the role of a company’s social ties into the 

Mozambican social tissue. We have shown the moderator effect of social ties in the 

relationship between perception and action. We have demonstrated that by having 

more friends and close friends, both local and foreign, will diminish the degree of 

severity of a company’s action. What is interesting about this finding is that both local 

and foreign friends residing in Mozambique have the same importance. We saw this 

in the factor analysis, where these four variables where highly correlated to one single 

factor. This has a strong impact on the HR department, as it means that it doesn’t 

matter the nationality of the general local manager director, but what it matters is the 

person’s ability to build strong social networks in Mozambique. This result is 

consistent with previous research on expatriate management, (see, e.g., Toh, et al., 

2011) and is an extremely important finding for those companies recruiting senior 

managers to work in challenging environments. Many companies make the mistake of 

hiring locals believing they will give an added value to the company, without 

understanding that the ability to develop robust social networks in the host country is 

more relevant when it comes to make strategic decisions. A local employee is more 
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likely to have a developed local network, and in that case, he/she has advantages over 

a potential expatriate hire.  

We advise to increase a company’s chance of survival when a political crisis 

strikes in any unstable market such as any African frontier market is:  

1. Hire a local manager director who has or who can quickly build dense social 

networks in the host country; 

2. Before deciding to make an extreme decision such as exit a country, be sure to 

have largely discussed with the government the reasons of this eventual 

decision; 

3. Try to facilitate managers’ social activities like attending social events, 

participating in local conferences, etc.; 

4. Incentive local subsidiary managers’ memberships in private clubs; 

5. Pay attention to threats when these are perceived to be severe, but lean on 

local friends and partners for information, support, and protection to remain 

safely in the count 
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CHAPTER 2 

I DECIDED TO STAY: HOW TO SEEK FOR OPPORTUNITIES WITH 
SUBSIDIARIES CAUGHT IN THE ECONOMIC CRISIS OF MOZAMBIQUE 

 

Introduction 
 

For multinational companies (MNCs) operating in frontier markets involves 

stepping outside the comfort zone and taking greater risks in order to compete in an 

ever-evolving globalized world. Unfortunately, these markets present many threats 

that may strike frequently and without warning, such as political and economic crises. 

When a crisis strikes, MNCs must decide to exit the host country or stay, both having 

important consequences. The literature is filled with theories and hypothesis on firms’ 

exit (Getz and Oetzel, 2012; Dai, 2011; Miller, 1992; Oetzel et al, 2010; Oh and 

Oetzel, 2011), and the pros and cons of these decisions (Casson and Lopes, 2013; 

Eccles et al, 2007; Elboiashi, 2015). However, relatively little has been said regarding 

those MNCs which decide to stay. Since MNC subsidiaries can be subsidized by other 

units of the firm, they may be more resilient during crises than domestic competitors.  

In the Chinese written language, the word crisis is made from two ideograms: 

one for danger and the other for opportunity (Imbrescu, 2012). Morck and Yeung 

(1991) discussed for the first time the Multinational Network Hypothesis, which 

argues that MNCs can and should use their international experience/network to 

capitalize on local markets imperfections (opportunity), especially in developing 

countries, where multinational realities are rare, and crises are often. Such economies 

(e.g. any African country), present a strong political, financial and economic risk 

factor (Oetzel et al, 2010; Oh and Oetzel, 2011; Feinberg and Gupta, 2009) which can 

decrease an MNC’s performance in the host country (Kyaw et al, 2011; Goerzen et al, 



 38 

2010). With such instabilities, it’s very hard for any MNC to decide how and when to 

approach these kinds of markets, and once in, how to manage the approach.  

When crises strike, many MNCs decide to leave the host country, others, 

probably the most, decide to keep their strategic advantage but downsize their 

operations (Oetzel et al, 2010; Oh and Oetzel, 2011; Goerzen et al, 2010). Only a few 

firms view crises as a potential opportunity and decide to increase their investment in 

the host country. Our study will focus on these last companies and we will try to 

identify some of the main characteristics of those who see in a crisis the opportunity 

to expand their future businesses. 

From a policy standpoint, governments in poor countries have a strong interest 

in understanding what drives inflows and outflows of foreign direct investment (FDI), 

especially during crises. Since FDI inflows can exceed fifty percent of the total size of 

a country’s economy (GDP), sudden reversals can be devastating. An understanding 

of the characteristics of MNC subsidiaries that are more likely to remain in a country 

and seek opportunities during crises could help policymakers anticipate the possible 

effects of FDI.   

The context of our research is Mozambique, one of the frontier markets of 

Africa. After the discovery of large gas reserves, FDI inflows as a percent of GDP 

increased from a long-term average of less than five percent to more than forty 

percent between 2005 and 2013. In mid-2014, a collapse in the price of oil and gas 

triggered an economic crisis and large outflows of FDI in the several years that 

followed. In this context, we look at which MNC subsidiaries that remained in 

Mozambique viewed the crisis as an opportunity to expand and grow, rather than as a 

threat to operations. 
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Each MNC has its own corporate culture and approach to doing business in 

uncertain new markets. For those risk-taking companies, understanding how to 

structure a business model that can encourage managers to seek opportunities in 

markets experiencing crises can be a key strategic and competitive move. Showing an 

aggressive strategy by seeking new opportunities in a crisis can motivate employees 

and shareholders to be resilient in such harsh times, but the decisions must be in sync 

with the company’s mindset. On the other hand, policy-makers can use this 

knowledge to implement actions to increase the likelihood MNCs will see the crisis as 

the right moment to invest, acting on institutional reforms, public events, 

dissemination of trustable information, budget prioritization, etc. Such decisions can 

potentially help any MNC and policy-makers to create a strong economic crisis 

“immune system” (Dai, 2011).  

Economic Crisis: The Case of Mozambique 
 

Africa’s main economy is to provide commodities such as oil, natural gas, 

mineral resources, etc. to the world. Following the financial crash of 2008, all these 

commodities prices dropped and failed to recover (Fosu, 2013), and 2016 was one of 

the worst years for average economic growth in African history (Pham, 2017), where 

many countries entered into a deep economic recession persisting to date. The risk of 

doing business in this region is high, and includes loss of work to competitors, 

failures within the supply chains, loss of reputation, human resources issues, health 

and safety liabilities and high insurance premiums (Danalache, 2009; Sheffer, 2011). 

Mozambique is no exception. 

After an independence war (1971-1975) and one civil war (1981-1992), in the 

decade of 2000 the country started an enthusiastic economic boom. In 2003, the 

Brazilian giant Vale do Rio Doce discovered the largest coal (carbon coke) deposit in 
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the world, and in 2008, the Italian ENI and the American Anadarko, two major 

international oil companies, discovered one of the largest reservoirs of natural gas in 

the world (Court and McCaerthy, 2015). This positive trend, referred by MNCs as the 

“El Dorado” of the oil & gas industry (Gqada, 2013), ended in 2014, just before the 

election of the new head of state. 

After the election, the country started a relentless economic crisis, visible to 

date. The former government, led by Armando Emilio Guebuza, acquired secret 

foreign debts for over 20% of the state GDP, and with the international prices of 

commodities (specifically natural gas) yet to recover, in 2016 Mozambique declared 

the incapacity to repay its debts (Quinn, 2016). This brought the country to be rated 

with the highest level of FDI risk by all rating agencies, consequently increasing 

interests on international loans to an extent of stopping new investments. Mega 

projects such as the $8.2B Coral FLNG project, the $20B Palma LNG project, and 

more, were postponed indefinitely, and all economic expectations of the country 

where broken. Due to this, the government was unable to pay back its international 

debts, and the Metical (Mozambique local currency) lost over 57% in less than six 

months. In January of 2016, with one dollar a person could buy 44.5 Meticais, and by 

July 2016, with one dollar, one could buy 78.5 Meticais (XE Exchange, part of 

Euronet Worldwide (NASDAQ: EEFT). Import prices went up, acquisition power 

went down, and the economic crisis became worst. Luis Sitoe, executive director of 

the Confederation of the Economic Association of Mozambique (CTA), which 

members represent 90% of the private sector of Mozambique, and is the official 

partner of dialogue with the government, stated on an interview done and published 

by Noticias (August 2nd, 2016), the largest newspaper in Mozambique, that:  

 “We are doing a survey of how many businesses close exactly, but 
there is a very large average of companies closing down monthly, even 
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weekly. There are areas where the average is as high as ten companies 
per month closing” (Luis Sitoe, CTA Executive Director, 2016).  

It is this context in which we focus our research. This unprecedented Mozambican 

crisis is a perfect environment to test and study the proposed hypotheses on factors 

that influence the actions/reactions of MNC subsidiary managers to economic crises.   
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Theories and Hypotheses 
 

The aim of this study is to analyze the direct influence of LMD’s social 

embeddedness, LMD’s company orientation and MNC’s similar experiences to the 

MNC’s strategy to expand during an economic crisis, using the case of Mozambique. 

As stated previously, an MNC caught in an economic crisis must decide what strategy 

to implement to cope with the crisis. Our focus will only be for those companies that 

have envisioned an opportunity during such crisis, as our intent is to understand what 

may influence such vision. We will analyze the three main factors stated above and 

we predict the following: 

LMD’s Social Embeddedness Effect on Seeking Opportunities   
 

Literature on the relationship between social embeddedness and MNC 

subsidiary performance is abundant (Halim et al, 2015; Dacin et al, 1999; Cabello-

Medina et al, 2011; Siegel, 2007; Dai, 2011). We draw on this literature, but our study 

relates LMDs’ social embeddedness to their perceptions of economic crises as 

opportunities for growth. 

Researchers define embeddedness as the degree of ties with the external 

environment (Halim et al, 2015; Dacin et al, 1999), and social embeddedness as the 

sum of the actual and potential resources an individual has embedded into the network 

of relationships (Halim et al, 2015; Cabello-Medina et al, 2011). Dacin et al (1999) 

and Halim et al (2015) furthermore suggested that social embeddedness inside a 

business context, is the degree to which individuals have personal ties in order to 

shape the elements of business. These elements of business can define the success or 

failure of an international experience, based on the theory that most of MNCs’ poor 

performances at the subsidiary level can be attributed to their LMDs’ inability to 

adapt to the host environment (Andreason, 2003).  
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 An LMD’s social embeddedness is part of the social capital of an MNC. 

Social capital is defined as a variety of different entities having in common a social 

structure and the ability to facilitate interactions among different actors (Coleman, 

2000).  

“Firms in communities with a large stock of social capital will 
always have a competitive advantage to the extent that social capital 
help reduce malfeasance, induce reliable information to be 
volunteered, cause agreements to be honored, enable employees to 
share tacit information, and place negotiators on the same wave-
length” (Maskell, 2001, p. 7).  
 

 Maskell (2001) work suggests the importance of an MNC’s social capital 

influence over the performance output of the same company. Our research will apply 

the same general principle at the subsidiary level, analyzing the degree of influence 

that an LMD’s social embeddedness (part of the company’s social capital) has over 

the ability of a foreign company to seek for opportunities once an economic crisis 

strikes in the host country.   

In times of crisis, MNCs have more possibilities to succeed if top managers 

are geographically and emotionally close to the subsidiary, and if the home and the 

host country are culturally similar (Benito, 1997b; Richbell and Watts, 2000). To be 

emotionally close to the subsidiary means to be part of the community, living the 

local life by attending at social events (Richbell & Watts, 2000). In other words, 

Richbell & Watts (2000) suggest MNCs to be socially active (embedded) in the host 

country. The more a local managing director (LMD) is embedded into the social 

structure of a host country, the more information can gather from his relationships 

(Siegel, 2007). This information can be considered privileged, as it comes from 

potentially unbiased environments (Siegel, 2007), and can help the MNC to make a 

reality check of the status quo of the crisis. At the same time, social embeddedness 

can help the MNC’s “immune system”, enabling it to stay in a host country (Dai, 
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2011). These assessments can provide a sense of a better risk management and can 

incentivize a company to be resilient. Unfortunately, this is not always the case. Some 

foreign LMDs, in order to cope with an international transfer, tend to gather among 

expatriate communities (Manev and Stevenson, 2001), having little interactions with 

local ones (Alder, 1997) and missing the opportunity to gather privileged information. 

Furthermore, social embeddedness can shape the elements of business (Dacin et al, 

1999), as this can be seen reflected into many MNCs’ subsidiaries, where the inability 

of the LMD to adapt to the external environment brought poor subsidiary 

performance (Andreason, 2003).  

Like an ambassador representing its president in foreign countries, the LMD 

represents the board of directors of its company in the host country. Top management 

from the headquarters will perceive a country’s economic crisis through the LMD’s 

eyes, and therefore, the reference to the degree to which a company is socially 

embedded is related to the degree to which its local manager director is socially 

embedded. By being socially embedded, the LMD will have access to insider 

information and the company can make a risk assessment based on a reality check. 

There is a strong evidence in the literature that there’s an influence of an LMD’s 

social embeddedness to the decision-making process of an MNC at the subsidiary 

level. Our intent is to support the hypothesis that a social embedded LMD has a 

positive influence over an MNC strategy to seek for opportunities when caught in an 

economic crisis. From this, our first hypothesis:  

 

Hypothesis 1: MNC subsidiaries with more socially embedded local managing 

directors will be more likely to seek opportunities in the host country during an 

economic crisis. 
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LMD’s Company Orientation Effect on Seeking Opportunities 
 
For an LMD’s company orientation we examine the employee’s working experience 

inside the company. Specifically, we examine whether the degree to which LMDs see 

crises as opportunities is associated with the time they have spent working at the 

MNC parent headquarters and the time they have spent working at the Mozambican 

subsidiary. Drawing upon the international staffing literature, we analogize LMDs’ 

experience working at the MNC parent headquarters versus the Mozambican 

subsidiary, which we define as company orientation. International staffing is defined 

as the process to which MNCs create top management teams that will manage the 

international subsidiaries (Collings et al, 2008). Most of the literature on international 

stuffing is related to the role of the LMD’s nationality, such as parent company 

national (PCN) and host company national (HCN), and their influence over the 

subsidiary performance (Colakoglu and Caligiuri, 2008; Edstrom and Galbraith 1977; 

Bonache and Brewster 2001; Harvey, Speier and Novicevic 2001; Beechler et al, 

2005; Konopaske et al, 2002; Dörrenbächer et al, 2013). Studies diverge when it 

comes to predict the influence of PCNs and HCNs over a company’s subsidiary 

performance, as some research supports the theory that PCNs will perform better than 

HCNs (Colakoglu and Caligiuri, 2008; Edstrom and Galbraith 1977; Bonache and 

Brewster 2001; Harvey, Speier and Novicevic 2001), while others support the exact 

contrary (Beechler et al, 2005; Konopaske et al, 2002; Dörrenbächer et al, 2013). In 

this research we draw on the studies of Beechler et al (2005), Konopaske et al (2002) 

and Dörrenbächer et al (2013) and adapt their findings by suggesting that parent 

company experiences will negatively influence, while subsidiary company 

experiences will positively influence, the likelihood MNCs’ subsidiaries will seek 

opportunities during crises (rather than downsizing or exiting). 
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PCE: 
An employee with a high degree of parent company experience will gain 

different traits from an employee with a high degree of SCE. Adapting from the 

international staffing literature (Beechler et al, 2005; Konopaske et al, 2002; 

Dörrenbächer et al, 2013), supporting the theory by which HCNs will perform better 

than PCNs at the subsidiary level, we found evidence to suggest that an LMD with 

high levels of PCE will absorb the corporate culture, making them strong followers of 

headquarter orientation due to their knowledge of the MNC’s policies, goals and 

practices, and consequently becoming more risk-adverse, which will create a 

tendency to negatively influence the MNC’s approach to seek for opportunities in 

times of economic crisis. From this our second hypothesis:  

 

Hypothesis 2a: MNC subsidiaries with local managing directors having high 

levels of PCE, will be less likely to seek opportunities during an economic crisis.  

SCE: 
In contrast, the international staffing literature on HCNs (Colakoglu and 

Caligiuri, 2008; Edstrom and Galbraith 1977; Bonache and Brewster 2001; Harvey, 

Speier and Novicevic 2001; Beechler et al, 2005; Konopaske et al, 2002; 

Dörrenbächer et al, 2013), leads us to expect that employees with high levels of 

subsidiary company experience, will not have absorbed the corporate culture enough 

to be headquarters followers, consequently being more risk-taking and more attuned 

to opportunities in the local market. This local experience will provide the LMD with 

a sense of protection from the crisis and familiarity with the host country. We expect 

this should lead to more risk-taking and a greater likelihood the subsidiary will seek 

opportunities during an economic crisis. From this argument, we come to our third 

hypothesis:  
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Hypothesis 2b: MNC subsidiaries with local managing directors having high 

levels of SCE, will be more likely to seek opportunities during an economic crisis.  

 MNC Crisis Experience Effect on Seeking Opportunities 
 

Oh and Oetzel (2016) have focused their research to better understand how the 

external environment affects the value of experimental learning, and one of their 

findings suggest that companies operating in conflict zones would benefit in the long 

run to build the capabilities in order to stay in the host country. These capabilities are 

built on the accumulated experience a company has in similar environments, but 

unfortunately not all experiences are transferable to other markets:  

“On the one hand, companies operating abroad gain a variety of 
different experiences in the course of their operations, some of which 
are transferable to other markets… On the other hand, there may be 
limits on the ability of a firm to leverage experiential knowledge in 
other countries” (Oh and Oetzel, 2016). 

As human capital, a person’s experience is irreplaceable but transmittable 

elsewhere (Dai, 2011) under certain conditions. Experience is usually associated with 

adaptive capacity, defined as the “collective capacity of human actors in a system to 

manage resilience” (Dai, 2011; Walker et al, 2004), which is the ability of people to 

cope with the external environment changes (Adger, 2000). Similar experiences in 

similar environments, at the parent MNC level, facilitate incremental learning and 

increase the company’s adaptive capacity (Dai, 2011).  

When operating in unstable environments, experience is essential for a MNC 

to cope with adversity (Dierickx and Cool, 1989), and learning from these 

environments increases the success rate in similar markets (Li, 1995). When in a crisis 

situation, where time is of essence to the decision-making process, a MNC’s adaptive 

capacity developed by experience in similar situations, is essential to the 

interpretation of the environment (Hodgkinson and Clarke, 2007). Our research will 
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study the influence of experience of MNCs in similar frontier markets as 

Mozambique, on the ability of the company to seek for opportunities during an 

economic crisis. The importance of this argument is to provide MNCs with the 

needed tools to leverage on their past experiences in order to incentive their 

subsidiaries to seek for opportunities once an economic crisis strikes, by suggesting 

that, in these harsh times, MNC’s with higher levels of similar experiences will be 

more able to seek for opportunities.  

Many studies show evidence that the amount of similar experiences an MNC 

has, will influence the decision-making process during a crisis, and is critical to cope 

with the external environment (Dai, 2011; Dierickx and Cool, 1989; Li, 1995; 

Hodgkinson and Clarke, 2007). Unfortunately, not all experiences are transferable 

(Oh and Oetzel, 2016), but when they are, they facilitate incremental learning and 

increase the company’s adaptive capacity (Dai, 2011). In the literature, experience is 

commonly associated with adaptive capacity, always comparing similar experiences 

(Dai, 2011; Walker et al, 2004; Adger, 2000), but adaptive capacity defines the ability 

of a MNC to manage resilience (Dai, 2011; Walker et al, 2004), not the ability to seek 

for opportunities in times of crisis. There is no evidence in the literature of studies 

relating experience and seeking opportunities, but we believe this to be an important 

argument to discuss.  

“There is an opportunity in every crisis and the deeper the crisis, the 
better the opportunity can be. But some people are not capable of 
seeing it” (Danalache, 2009).  

We will analyze if in times of economic crisis, similar experiences acquired by 

an MNC will positively influence the ability of that company to seek for 

opportunities.  
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Hypothesis 3: MNC subsidiaries whose parent companies have greater 

experience dealing with similar crises will be more likely to seek opportunities 

during an economic crisis.  

 

 
Figure 3: Model of MNCs' seeking opportunities during an economic crisis 
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Methods 

Data Collection 
 

The data was collected through a survey given out to 287 companies present in 

Mozambique or which have exited during the political and economic crisis of 2015-

2016. We have identified these MNCs by using three methods:  

1. We created a master list from reliable sources from Mozambique–Brazil 

chamber of commerce, Mozambique–Italy chamber of commerce, 

Mozambique–France chamber of commerce, Mozambique–Dubai 

chamber of commerce, Uniworld Mozambique List of Companies, 

Ministry of Industry and Commerce of Mozambique (MIC) and 

Investment Promotion Center of Mozambique (CPI). Unfortunately, this 

list was out of date since many of the data sources were not current. We 

overcome this issue by overlapping and cross referencing the lists to each 

other and came to what is believed to be a reliable list;  

2. We used a snowball sampling, by contacting those companies that did exit 

Mozambique during 2015-2016, request them to take the survey, and 

solicit to forward the survey link to other companies in their same 

situation. It’s not possible to estimate exactly how many companies did 

reply to the survey through this method, but coincidently, few days after 

using this method, replies for companies that have exit increased;  

3. Using personal connections and personal connections “snowball 

technique”. Mozambique is a small community, and each ones’ personal 

connections span is often quite large. My experience with the Mozambican 

Government and with many MNCs in the country, has created a personal 

networking that was used to collect surveys with the decision-making 
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people in the companies. From it, the request to the respondents to 

introduce the survey to other MNCs in the country.  

After coming up with a series of items to measure our constructs of interest, 

we administered a pilot to 8 companies and solicited detailed feedback on the survey 

items.  Following the pilot study, we refined the survey questions to create the final 

survey version which was sent to subsidiaries of 287 multinational companies. We 

received a total of 108 responses, resulting in an overall response rate of 37%.  

Many of the subsidiaries we surveyed have expatriates in top management 

positions, so it was not clear what languages we would have needed to translate our 

survey into. Since nearly all of our respondents are C-suite officers (see Table 1), we 

assumed that all would have at least a working knowledge of English, so we decided 

to use only English for the survey. Moreover, the official language of Mozambique is 

Portuguese, but English is accepted in formal meetings with the government, and all 

companies must speak Portuguese or English to be able to work in the country. We 

asked respondents to report financial data in current U.S. dollars. 

We created an online survey and administered it on Survey Monkey. 

Following Oetzel and Getz (2011), we checked for non-response bias by comparing 

early and late responses to the survey. We found no significant differences between 

measures obtained in early versus late responses to the survey. From this as well as 

the comparison to World Bank data, we can infer that our data do not suffer from non-

response bias.   

Finally, the data collected provides a large basket of information, both 

quantitative and qualitative. In fact, apart from the seven-point Likert scale questions, 

we left some questions for open-ended responses that provide an opportunity for 
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interesting qualitative analyses. For example, when asked about opportunities within 

an economic crisis:  

- Respondent n. 28 replied: “There are great opportunities in an economic crisis 

for everyone”; 

- Respondent n. 49 replied: “Economic crisis means cheaper assets, and this is 

what we look for in a new market. We are investing heavily in Mozambique 

knowing that we are acquiring a strategic position in the real estate market”; 

- Respondent n. 92 replied: “No, my company don’t believe in new 

opportunities for next 3 years in Mozambique”. 

These quotes provide solid evidence of how MNCs’ vision of the crisis differ 

one another, and how each MNC behavior differs too. Respondents n.28 and n.49 

share similar views but are completely opposite to respondent n.92. We believe that 

the LMD’s social embeddedness, LMD’s company orientation and the MNC’s similar 

experiences have influenced respondents 28, 49 and 92 replies. For more information 

please see appendix A.  

Measures 
 

Dependent variable: Seek for Opportunities 
 
 Based on the literature, we used a seven-point Likert scale to measure the 

construct “Opportunity Seeking”, as shown in Appendix A, question 32. We sought to 

assess the degree to which top management at the subsidiary level perceived the 

economic crisis in Mozambique as a chance to gain new business opportunities. In 

our initial survey, we included the following four items to measure opportunity 

seeking (where LMDs indicate strong agreement or disagreement with their 

companies taking the following actions in response to the economic crisis which 

began in 2015):  
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1. Seek strategic opportunities in Mozambique 

2. Hire new Mozambican employees 

3. Bring in new expatriate managers 

4. Increase long-term capital investment in Mozambique 

 The second, third and fourth items loaded highly together, with a Cronbach’s 

Alpha of 0.79. We combine these three items into a single measure of “Opportunity 

Seeking.”  

Independent Variables: 
 
 Three independent variables measure the LMDs’ social embeddedness, the 

LMDs’ company orientation and the MNCs’ similar experiences:  

1. LMDs’ Social Embeddedness is defined as the sum of the actual and potential 

resources an individual has embedded into the network of relationships (Halim 

et al, 2015; Cabello-Medina et al, 2011). In this study, social embeddedness is 

measured by questioning the respondent on social interactions and social life 

(question 35 of the survey in Appendix A). We ask how many times per 

month the respondent attends local events, such as parties, theaters of movies 

as our measure. The literature on expatriate management has widely 

documented the difficulties expatriates have in building deep social networks 

in a host country (e.g., Toh et al Leonardelli, 2011), but studying this construct 

can provide insights on the importance of a social embeddedness strategy for 

MNCs.  

2. LMDs’ Company Orientation – Parent versus Subsidiary. We measure Parent 

Company Orientation as the LMD’s years of work experience at MNC parent 

headquarters, and we define Subsidiary Orientation as the LMD’s years of 

work experience at the Mozambican subsidiary. See Appendix A, question 18.  
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3. MNCs’ Similar Experiences. As stated, experience is usually associated with 

adaptive capacity, which is the ability of people to cope with the external 

environment changes (Adger, 2000). Similar experiences in similar 

environments, at the parent MNC level, facilitate incremental learning and 

increase the company’s adaptive capacity (Dai, 2011). We the company’s 

experiences in similar circumstances by asking how many times the MNC has 

experienced a similar economic crisis in the same geographic region. For this 

variable, we use crisis experience in Sub-Saharan Africa as a measure of 

similar experience. See Appendix A, question 30. 

4. Control variables. We control for age of the subsidiary incorporation, as it 

may be the case that older and younger subsidiaries might have different 

reactions to the crisis. We control for subsidiary size, using reported 2015 

subsidiary employment, and finally, we control for the industry of the venture, 

with these divided into three broad categories – energy and mining, business 

services, manufacturing and metals, and other industries. We expect industry 

will be important to the “seek for opportunities” decision due to location of 

facilities, the ability to withstand a downturn in the economy and greater or 

lesser need for large capital investment during a time of uncertainty. 

5.  

Regression variables were standardized to reduce heteroscedasticity. (which can be 

problematic in small samples). 

Analysis  
 
We will use ordinary least squares (OLS) regression to test our hypotheses, and we 

include the above control variables in these estimates.  
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Results 
 

In Table 5 (available in Appendix E), we report the sample mean, standard 

deviation and correlations for the variables in our sample in a correlation matrix. The 

data shows that many companies seek opportunities during an economic crisis, with a 

mean close to 5 out of a 7-point scale. Similarly, many managers report high levels of 

social embeddedness, with a mean also close to 5 on the same 7-point scale. A value 

of 4 indicates that managers “sometimes” go out to local events such as parties, 

theaters, or movies, whereas a value of 7 indicates managers go out “very often.”  

 Looking at Table 5, many of the hypothesized variables are significantly 

correlated with Opportunity Seeking in the expected direction. Social embeddedness 

is highly correlated with Opportunity Seeking. Similarly, Parent Company Orientation 

is significantly and negatively correlated with Opportunity Seeking (p<.01).   

Within our main independent variables of interest – Social Embeddedness, 

Parent Company Orientation, Subsidiary Orientation and MNC Crisis Experience – 

there are no correlations that could introduce potential collinearity. The two most 

highly correlated independent variables are Parent Company Orientation and 

Subsidiary Orientation, at 0.34 (p<.01). Due to our small sample size, even a 

correlation of this magnitude could be an issue. We therefore do not include both 

variables in the same regressions. 

Subsidiary Age is correlated with Subsidiary Orientation at 0.34 (p<.01). In 

robustness tests, we exclude Subsidiary Age from our regressions. The inclusion or 

exclusion of Age did not significantly affect predicted results. There are several other 

interesting correlations. Subsidiary Size and Age are positively correlated the 

indicator for the Energy and Mining sectors, and Subsidiary Size is negative 

correlated with the indicator for Business Services. Managers in Business Services 
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firms also have fewer years of experience working for the MNC Parent. 

Table 4: OLS Results for Seek for Opportunities 
 

 
VARIABLES 

(1)  
Seek_Opportunities 

(2)  
Seek_Opportunities 

LMD_Social_Embeddedness 0.708*** 
(0.075) 

0.728*** 
(0.076) 

PCE -0.175** 
(0.074) 

 

SCE  -0.088 
(0.081) 

MNC_Similar_Experience 0.260*** 
(0.086) 

0.255*** 
(0.088) 

Subsidiary_Size -0.272*** 
(0.079) 

-0.285*** 
(0.081) 

Subsidiary_Age -0.035 
(0.076) 

0.012 
(0.082) 

Energy_and_Mining -0.150* 
(0.086) 

-0.168* 
(0.088) 

Manufacturing_and_Metals -0.214** 
(0.086) 

-0.201** 
(0.088) 

Business_Services -0.088 
(0.089) 

-0.056 
(0.090) 

Constant -0.007 
(0.072) 

 

-0.007 
(0.073) 

Observations 100 100 
R-squared 0.544 0.522 
Standard errors in parentheses 
***p<0.01, **p<0.05, *p<0.1 

 

In Table 4 we report our Ordinary Least Squares regression results for 

Opportunity Seeking during the economic crisis. The results in column one includes 

the Parent Company Orientation variable, but not the Subsidiary Orientation variable, 

and vice versa for column two. 

In Hypothesis 1, we predicted that subsidiaries with more socially embedded 

local managing directors (LMDs) would be more likely to seek opportunities during 

economic crises. As can be seen in columns 1 and 2, we find strong and significant 

support for this hypothesis. This means that if a multinational wants to increase the 

ability of its subsidiaries to seek opportunities in times of economic crisis, the firm 

must select an LMD capable of developing high levels of social embeddedness.  
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In hypothesis 2a, we predicted that subsidiaries whose LMDs have more 

experience working at the MNC parent (Parent orientation) would be less likely to 

seek opportunities during an economic crisis. The significant negative coefficient on 

the PCE (Parent Company Experience) variable supports our hypothesis. While 

LMDs who are more oriented to the MNC parent might be a good fit in countries that 

are similar to the parent, such managers might not be the ideal choice for MNCs for 

roles in riskier markets. Since crises are more common in frontier and emerging 

markets, building a long-term presence means being able to weather these events in 

the short term and take advantage of opportunities as they arise. This means that LMD 

candidates with high levels of PCE are probably not the most suited to run 

subsidiaries in risky countries. This result is consistent with theories on parent 

company nationals in the literature on international staffing (Colakoglu and Caligiuri, 

2008; Edstrom and Galbraith 1977; Bonache and Brewster 2001; Harveyet al, 2001; 

Beechler et al, 2005; Konopaske et al, 2002; Gong, 2003; Scullion and Collins, 2006; 

Tarique et al, 2006; Dörrenbächer et al, 2013). 

Turning to Hypothesis 2B, we predicted that subsidiaries whose LMDs have 

more experience working at the subsidiary (Subsidiary orientation) would be more 

likely to seek opportunities during an economic crisis. In column 2 of Table 6, we can 

see that this result is not supported. Significant international staffing literature (see, 

e.g., Beechler et al (2005), Konopaske et al (2002) and Dörrenbächer et al (2013)) 

shows that subsidiaries led by HCNs tend to perform better and are more autonomous 

with regard to strategic decisions than subsidiaries led by PCNs. We therefore 

expected that subsidiaries led by LMDs with more of a subsidiary orientation would 

be more entrepreneurial during crises. We find support for the opposite prediction – 

that subsidiaries led by LMDs with more of a Parent company orientation are less 
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likely to seek opportunities during crises – and show more years of work experience 

at the subsidiary is not associated with more opportunity seeking.   

Finally, we predicted in Hypothesis 3 that subsidiaries whose MNC parents 

have more experience dealing with economic crises in Sub-Saharan Africa would be 

more likely to seek opportunities after the economic crisis. We find strong support for 

this hypothesis at the p<.01 percent level. Companies with more experience in similar 

environments will seek opportunities more than less-experienced firms. This may 

suggest to policymakers to incentivize MNCs with high levels of experience in 

similar markets to invest in the country, or to incentivize mergers and acquisitions 

with MNCs with low levels of similar experience.  

Turning to the control variables, subsidiary Size is significant and negatively 

related to Opportunity Seeking, while subsidiary Age is unrelated to Opportunity 

Seeking. We do find that some industries are more likely to seek opportunities than 

others. The omitted industry category is “Other Industries”. This category was 

diverse, but included some infrastructure-related industries like telecom, construction, 

and transportation, as well as tourism. We expect these industries to be relatively less 

sensitive to crises, as industries such as telecom and tourism continued to boom even 

during the deepest downturns in the Mozambican economy. Compared to the omitted 

industries, subsidiaries in the energy/mining sectors and manufacturing sectors are 

less likely to seek opportunities during crises.   

In addition to Likert-scale questions, our survey also contained several open-

ended questions. We asked managers to describe how their subsidiaries were affected 

by the crisis and subsidiaries’ subsequent actions. The open-ended answers could be 

grouped into several different categories. First, many LMDs discussed what we call 

“industry effects”; consistent with our finding of significant industry dummy 
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variables. For example, LMDs indicated that some industries like consulting and real 

estate could weather a crisis, or at least create opportunities. Other industries like food 

serve a basic necessity. In this same category, some LMDs discussed “business 

effects”, such as the fact that the Mozambican subsidiary was set up to serve 

international markets. Here are a few examples of “industry” and “business” effects: 

• “We took no action, politicians did. Financial services are always needed, 

more when in such crisis” 

• “We trade food and food is a basic need. It's only a matter to know what kind 

of food to trade at what stage” 

• “The real estate market begins when a crisis occurs. We decided to enter 

Mozambique for its crisis and invest heavily on buying properties cheaper. 

This is a long-term industry and we are always looking for cheaper assets 

around Africa” 

• “In consultancy there are always opportunity. When a crisis unfolds, 

consultancy is key to help the crisis perish and to make some money. It's a 

win-win situation. We have decided to continue our normal activities, also 

recommended by our local partner. Profits are lower, but opportunities are on 

the horizon” 

• “As we follow large corporations around the world, our turnover is not related 

to a country political situation but to the company's decisions” 

A second category of responses related to what we called “opportunity 

seeking”. Answers in this category reflected subsidiary action: making changes to 

business like initiating exporting, changing products, increasing clients, building 

strategic positions as others exit the market, and benefiting from reduced competition. 

Here are a few examples of “opportunity seeking”: 
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• “Despite the situation, we actually gain more clients and increase our 

portfolio, therefore we have increased our manpower” 

• “The crisis diminishes competition. Now is the time for positioning and 

keep the position as long as it will take” 

• “Economic crisis means cheaper assets, and this is what we look for in a 

new market. We are investing heavily in Mozambique knowing that we 

are acquiring a strategic position in the real estate market” 

A third category of responses reflected LMD’s “access to information.” In this 

set of answers, LMDs described their efforts to reach out to local partners and to 

government actors. In most cases – but not all – subsidiaries that gained access to 

assistance and information from these sources were more likely to remain in 

Mozambique, and in some cases, to seek out opportunities. Here are a few examples: 

• “We have had long talks with the government in order to understand 

the real threat to our operations. Mining operations are usually in 

remote places, and in the case of Mozambique, where all the struggles 

began. The concerns for the security of our personnel, local or 

foreigner, was very high. But we have invested too much in the 

country just to lose it all, and our experience brought us to have 

patience.” 

• “We trust in our local partner, and we believe that with a crisis there is 

less competition, and we want to keep this advantage for when things 

get better” 

• “Our local partner helps a lot to understand when the country will rise 

again. We need to be patient.” 
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In a more negative category of responses, LMDs expressed concerns about 

performance and security. Many of the subsidiaries whose managers expressed these 

concerns did not seek opportunities in Mozambique during the crisis. Instead, many 

did nothing, downsized, or exited the market altogether. A few examples are 

illustrative: 

• “The company was not get paid from the government since 2015. 

Operations had to temporary stop”  

• “The economic situation in Mozambique was unsustainable, as loans 

skyrocket, and the Metical lost over 100% of its value. Our dividends 

couldn't be transferred as dollars where missing in the country. We had 

to exit this situation as fast as we could” 

• “We have deliberately decided to temporarily close some operations in 

conflict zones such as in Tete, knowing to reopen soon. People were 

sent home with a notice letter of a "temporary break"” 

We categorized the final set of responses into a group we called “Optimism”. In this 

category, LMDs did not give any particular reason for staying in Mozambique or 

seeking opportunities there during a crisis. Rather, answers in this category focused 

on belief in emerging markets and in Mozambique and pursuing opportunities 

wherever they may be. For example: 

• “We have simply decided to go ahead as we always did. Crisis come 

and go, we come to stay”  

• “Yes, opportunity. Look new opportunity. Mozambique good country. 

Good opportunity.”  
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• “Our company has decided to keep on trying and trying. The country is 

facing hard times, but we are certain that it will be an amazing 2018. 

We keep tight”  

• “Mozambique is a great country where opportunities are always 

around the corner. Our company knows this is just part of a cycle that 

will come back again soon” 

• “Our board believes in emerging economies such as Mozambique, and 

we are clear that we are here to stay” 

•  “There are great opportunities in an economic crisis for everyone” 

• “Many opportunity Mozambique. Good country for investment.”  

To conclude our discussion of results, it is clear from both quantitative survey 

answers and open-ended responses that some MNC subsidiaries look at economic 

crises in the host country as opportunities to grow and transform their businesses and 

gain advantage over their rivals. The evidence shows that subsidiaries that view crises 

as opportunities have more socially embedded, but less experienced at MNC parent 

headquarters, local managing directors. Subsidiaries whose parent companies have 

more experience dealing with economic crises in the same region as Mozambique are 

also more likely to seek opportunities there during crises. 

Discussion and Conclusions 
 

In this research, we sought to understand what influences the level to which an 

MNC seeks for opportunities in time of economic crisis in frontiers markets like 

Mozambique. The case of Mozambique is very relevant, not only because is 

contemporary, but because we had the opportunity to witness first-hand the unfolding 

of the events (crisis). Furthermore, the primary data collected from the survey is 

priceless and could be used by other studies.  
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Our findings suggest that the LMD plays a central role in this equation, as the 

eyes and ears of the board of directors of the company in the host country. Following 

this logic, we found strong evidence to support the hypothesis that the degree of social 

embeddedness of the LMD in a host country will influence the level of commitment 

an MNC has to seek for opportunities. In simple words, the more a local managing 

director is embedded into the local social ties, the more a company will be influenced 

to seek for opportunities. This is an important finding that can be related to the 

acquisition of privileged information by the social embedded LMD (Siegel, 2007), 

which creates a sense of risk control based on potential reliable information. 

Practitioners can potentially use this finding to better select an LMD for the job. If the 

company intent is indeed to try and seek for opportunity once a crisis strikes, the 

LMD selected must have a very strong social trait, creating a local network and attend 

to many local events. On the other hand, lawmakers can use this information to try 

and setup a strategy to help companies to mitigate their risks. Governments could 

potentially incentivize public events such as conferences, concerts, art expositions, 

etc. in order to “force” a social embeddedness into the LMDs’ local lives.  

Another finding of this research points to the LMD’s company orientation. We 

have supported the hypothesis that the level of an LMD’s parent company experience 

is negatively correlated to the MNC’s strategy to seek for opportunities. This means 

that for a company to increase/decrease the chances of seeking for opportunities, the 

LMD’s levels of PCE must be lower/higher. This finding supports most of the 

international staffing literature (Colakoglu and Caligiuri, 2008; Edstrom and 

Galbraith 1977; Bonache and Brewster 2001; Harveyet al, 2001; Beechler et al, 2005; 

Konopaske et al, 2002; Gong, 2003; Scullion and Collins, 2006; Tarique et al, 2006; 

Dörrenbächer et al, 2013), and has many practical implications. For an aggressive 



 64 

practitioner, means to select an LMD outside the company’s entourage, where the 

corporate culture has not been incorporated, and risk-adversity is low. For a 

conservative company, means the opposite, to find an employee among those who 

have proven to be loyal to the company’s objectives and principles. Under the 

policymakers’ point of view, there is little that can be done, but could help the 

decision-makers to apply policies to incentive LMD’s with low levels of PCEs.  

Interestingly, we have found no evidence to support the hypothesis that an 

LMD’s level of subsidiary experience would positively influence the capacity of an 

MNC to seek for opportunities. The literature on international staffing from which we 

have developed our ideas, are the same for both PCE and SCE. The fact that a 

subsidiary experience does not influence the ability to seek for opportunities in times 

of crisis, is not yet clear, and can be subject for future studies.  

Our last finding is related to the MNC’s previous experience in similar situations and 

environments such as Mozambique, to the degree of influence this experience has 

over the ability to seek for opportunity. As stated before, experience is usually 

associated with adaptive capacity, defined as the “collective capacity of human actors 

in a system to manage resilience” (Dai, 2011; Walker et al, 2004), which is the ability 

of people to cope with the external environment changes (Adger, 2000). By 

experience, an MNC accumulates the ability to manage resilience, giving to the 

company a slow but effective market advantage. Acting on past experiences is not 

like acting on social embeddedness or PCEs, as can’t be changed, but can potentially 

be bought. An MNC entering in a new frontier market may decide to acquire an 

experienced company in that region, better if local. This may increment their chances 

to actually seek for opportunities when (and it will) the crisis comes. Another 

suggestion would be for companies to act internally by creating protocols to register 
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the different experiences. This will have two effects: it will keep the company 

historical data healthy, and will diminish a company exposure to risk. Lawmakers can 

also implement policies that incentive MNCs to buy other companies with higher 

levels of experience in similar environments, or furthermore, public institutions can 

potentially favor companies with larger proven experiences.   

Contribution to the Literature 
 

The literature is abundant with papers on the causes of economic crises in 

developing countries (Stuart, 2011; Mills, 2011; Devarajan and Kasekende, 2011; 

Ibrahim and Cheri, 2013; Acemoglu and Robinson, 2010; Youell, 2008; Sheffer, 

2011; Fosu, 2013; Pham, 2017), with how MNCs react to these crises (Bogdan, 2013; 

Imbrescu, 2012; Danalache, 2009; Ioana et al, 2013; Afthonidis and Tsiotras, 2014; 

Schneider et al, 2010), and how companies should behave in the crisis and post-crisis 

management process (Imbrescu, 2012; Bogdan, 2013; Ioana et al, 2013), but few 

studies illustrate what factors influence the kind of strategy that motivates a company 

to seek for opportunities in such harsh times, and this is a new research approach.  

As stated, literature on the relationship between social embeddedness and 

MNC subsidiary performance is abundant (Halim et al, 2015; Dacin et al, 1999; 

Cabello-Medina et al, 2011; Siegel, 2007; Dai, 2011), but developing form Dacin et al 

(1999) and Halim et al (2015) work, we give our first contribution to the literature 

from analyzing to which extent an LMD’s degree of social embeddedness in the host 

country influences the subsidiary’s decision to seek for opportunities in an economic 

crisis.  

The second contribution of this research goes to the international staffing 

literature. Most of the literature on international stuffing is related to the role of the 

LMD’s nationality such as PCN and HCN (Colakoglu and Caligiuri, 2008; Edstrom 
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and Galbraith 1977; Bonache and Brewster 2001; Harvey, Speier and Novicevic 

2001; Beechler et al, 2005; Konopaske et al, 2002; Dörrenbächer et al, 2013), but 

with the integration of parent company experience (PCE) and subsidiary company 

experience (SCE) concepts, we open a new research branch based on experience 

rather than nationality.  

The third and last contribution of this work to the literature is on the analyses 

of the influence of a MNC’s experience in similar situations towards a positive 

approach during an economic crisis. The literature is flooded with studies on 

companies’ experience vs performance at a subsidiary level (Oh and Oetzel, 2016; 

Dai, 2011; Dierickx and Cool, 1989; Li, 1995), but nothing is said on the influence it 

has over an MNCs’ strategy to seek for opportunities in moments of crisis. 

Understanding the key characteristics to best select an LMD in a host country, 

will provide a large contribution not only to the existing literature, but to practitioners 

and law-makers around the world, by providing them with tools to help MNCs to seek 

for opportunities when crisis strike. 

To conclude, we truly believe this study has tremendous practical and 

theoretical implications and will open new avenues of research for practitioners and 

academics alike. 
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APPENDICES 

APPENDIX A – EMAIL CONTENT FOR THE SURVEY REQUEST: 
 
Dear Sir/Madam,  
 
We are conducting a research on the decision-making processes in multinational subsidiaries in 
countries experiencing economic and political crises. This study is being conducted by Temple 
University DBA student Emiliano Finocchi, with the support of Temple University Associate Professor 
Susan Feinberg, and American University Professor Jennifer Oetzel. For the matter, we have prepared 
an online survey to gather primary information from companies present in Mozambique between 2013 
and 2017. The purpose of the survey is to learn more about how an economic and political crisis can 
affect business operations. The information gathered will be used for both academic research and 
teaching and will not be used for commercial purposes. The main study findings will be presented at 
academic conferences and published in academic journals or books.  
 
The survey should take approximately 25-30 minutes to complete and is completely anonymous. It 
presents an exceptional opportunity for you to share your company’s experiences and challenges 
related to managing political and economic situations. The results of this survey may also help you and 
your company to develop better strategies for responding to these crisis as they arise.  
 
Please click on the following address and just follow the instructions:  
 
https://www.surveymonkey.com/r/MNCACTIONSSURVEY  
 
Thank you in advance for your participation and please contact us at the address below if you have any 
questions about this survey. Results of this study will be available upon request. 
 
Emiliano Finocchi    
Temple University DBA Student    
Fox School of Business   
1801 N. Broad Street   
Philadelphia - USA 
emiliano.finocchi@temple.edu 
 
Susan Feinberg 
Associate Professor 
Fox School of Business 
Temple University 
555 Alter Hall 
Philadelphia, PA 19102 
202-362-7740 
feinberg@temple.edu 
 
Jennifer Oetzel 
Professor of International Business 
Kogod International Business Professor 
American University 
4400 Massachusetts Ave., NW 
Washington, D.C. 20016 
Tel. 202-885-1905 
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APPENDIX B – SURVEY 
 
Variables Coding File  
ParYearInc - Parent Company Year of 
Incorporation 
 
ParEmp - Parent Company Number of Employees 
Globally  

1 =  Less than 9 employees  
2 =  10 to 49 employees  
3 =  50 to 99 employees  
4 =  100 to 499 employees  
5 =  500 to 999 employees  
6 =  More than 1000 employees  

 
ParRegInc – Parent Company Region of 
Incorporation 

1 =  Sub-Saharan Africa 
2 =  East Asia and Pacific 
3 =  Western Europe 
4 =  Eastern Europe and Central 

Asia 
5 =  Latin America and 

Caribbean 
6 =  MENA (middle east & north 

Africa) 
7 =  South Asia 
8 =  North America 
9 =  Australasia 

 
ParLegStat – Parent Company Legal Status 

1 =  Publicly listed company 
2 =  Private held, limited liability 

company 
3 =  Sole proprietorship 
4 =  Partnership 
5 =  State owned company 

 
Parent Company Ownership Structure, where:  

 
ParOwnDomesticPriv – Private domestic 

individuals, companies or organizations 
1 =  Less than 19%  
2 =  20% to 39%  
3 =  40% to 59%  
4 =  60% to 79%  
5 =  80% to 100% 

 
ParOwnForPriv – Private foreign 

individuals, companies or organizations 
1 =  Less than 19%  
2 =  20% to 39%  
3 =  40% to 59%  
4 =  60% to 79%  
5 =  80% to 100% 

 
ParOwnGov – Government/State 

1 =  Less than 19%  
2 =  20% to 39%  

3 =  40% to 59%  
4 =  60% to 79%  
5 =  80% to 100% 

 
 
ParOwnLocForJV – Local-foreign joint 

venture 
1 =  Less than 19%  
2 =  20% to 39%  
3 =  40% to 59%  
4 =  60% to 79%  
5 =  80% to 100% 
 

ParOwnOther – Others 
1 =  Less than 19%  
2 =  20% to 39%  
3 =  40% to 59%  
4 =  60% to 79%  
5 =  80% to 100% 

 
Sector of activities of the parent companies, are 
Boolean variables where 0 represents a non-
match and 1 a match: 

• ParSecFood – Food 
• ParSecTextiles – Textiles 
• ParSecGarments – 

Garments 
• ParSecChemicals – 

Chemicals 
• ParSecPlaRub – Plastics & 

rubber 
• ParSecNonMetMinProd – 

Nonmetallic mineral 
products 

• ParSecBasicMet – Basic 
metals 

• ParSecFabMetProd – 
Fabricate metal products 

• ParSecMachEqui – 
Machinery and equipment 

• ParSecElec – Electronics 
• ParSecOtherMan – Other 

manufacturing 
• ParSecWholesale - 

Wholesale 
• ParSecRetail - Retail 
• ParSecIT - IT 
• ParSecHotRes - Hotels and 

restaurants 
• ParSecConsult - 

Consultancy 
• ParSecEng - Engineering 
• ParSecFin - Financial 
• ParSecOtherServ - Other 

services 
• ParSecConstru - 

Construction 
• ParSecTransp - Transport 
• ParSecEnergy – Energy 
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• ParSecMining – Mining 
• ParSecAgri – Agriculture 
• ParSecRealEstate – Real 

Estate 
• ParSecTelecom – 

Telecommunications  
• ParSecTrading – Trading  

 
SubYearInc – Subsidiary Company Year of 
Incorporation 
 
SubTotEmp2014 – Total Number of Employees in 
Mozambican Subsidiary in 2014 
 
SubTotEmp2015 – Total Number of Employees in 
Mozambican Subsidiary in 2015 
 
SubTotEmp2016 – Total Number of Employees in 
Mozambican Subsidiary in 2016 
 
SubTotEmpTody – Total Number of Employees 
in Mozambican Subsidiary Today 
 
SubTotExpat2014 – Total Number of Expatriates 
in Mozambican Subsidiary in 2014 
 
SubTotExpat2015 – Total Number of Employees 
in Mozambican Subsidiary in 2015 
 
SubTotExpat2016 – Total Number of Employees 
in Mozambican Subsidiary in 2016 
 
SubTotExpatTody – Total Number of Employees 
in Mozambican Subsidiary Today 
 
 
SubLegStat – Subsidiary Company Legal Status 

1 =  Publicly listed company 
2 =  Private held, limited liability 

company 
3 =  Sole proprietorship 
4 =  Partnership 
5 =  State owned company 

 
Subsidiary Company Ownership Structure, 
where:  

 
SubOwnDomesticPriv – Private 

domestic individuals, companies or organizations 
1 =  Less than 19%  
2 =  20% to 39%  
3 =  40% to 59%  
4 =  60% to 79%  
5 =  80% to 100% 

 
SubOwnForPriv – Private foreign 

individuals, companies or organizations 
1 =  Less than 19%  
2 =  20% to 39%  
3 =  40% to 59%  

4 =  60% to 79%  
5 =  80% to 100% 

 
SubOwnGov – Government/State 

1 =  Less than 19%  
2 =  20% to 39%  
3 =  40% to 59%  
4 =  60% to 79%  
5 =  80% to 100% 

 
SubOwnLocForJV – Local-foreign joint 

venture 
1 =  Less than 19%  
2 =  20% to 39%  
3 =  40% to 59%  
4 =  60% to 79%  
5 =  80% to 100% 
 

SubOwnOther – Others 
1 =  Less than 19%  
2 =  20% to 39%  
3 =  40% to 59%  
4 =  60% to 79%  
5 =  80% to 100% 

 
Sector of activities of the subsidiary companies, 
are Boolean variables where 0 represents a non-
match and 1 a match: 

• SubSecFood – Food 
• SubSecTextiles – Textiles 
• SubSecGarments – 

Garments 
• SubSecChemicals – 

Chemicals 
• SubSecPlaRub – Plastics & 

rubber 
• SubSecNonMetMinProd – 

Nonmetallic mineral 
products 

• SubSecBasicMet – Basic 
metals 

• SubSecFabMetProd – 
Fabricate metal products 

• SubSecMachEqui – 
Machinery and equipment 

• SubSecElec – Electronics 
• SubSecOtherMan – Other 

manufacturing 
• SubSecWholesale - 

Wholesale 
• SubSecRetail - Retail 
• SubSecIT - IT 
• SubSecHotRes - Hotels and 

restaurants 
• SubSecConsult - 

Consultancy 
• SubSecEng - Engineering 
• SubSecFin - Financial 
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• SubSecOtherServ - Other 
services 

• SubSecConstru - 
Construction 

• SubSecTransp - Transport 
• SubSecEnergy – Energy 
• SubSecMining – Mining 
• SubSecAgri – Agriculture 
• SubSecRealEstate – Real 

Estate 
• SubSecTelecom – 

Telecommunications  
• SubSecTrading – Trading 

 
SubTotRev2014 – Mozambican Subsidiary’s 
Annual Revenue in US$ in 2014 
 
SubTotRev2015 – Mozambican Subsidiary’s 
Annual Revenue in US$ in 2015 
 
SubTotRev2016 – Mozambican Subsidiary’s 
Annual Revenue in US$ in 2016 
 
SubNewAsset2014 – Mozambican Subsidiary’s 
Assets Acquisition in US$ in 2014 
 
SubNewAsset2015 – Mozambican Subsidiary’s 
Assets Acquisition in US$ in 2015 
 
SubNewAsset2016 – Mozambican Subsidiary’s 
Assets Acquisition in US$ in 2016 
 
SubCostSec2014 – Mozambican Subsidiary’s Cost 
for Security in US$ in 2014 
 
SubCostSec2015 – Mozambican Subsidiary’s Cost 
for Security in US$ in 2015 
 
SubCostSec2016 – Mozambican Subsidiary’s Cost 
for Security in US$ in 2016 
SubPosition – Employee Position at the Subsidiary 

1 =  CEO or Country Managing 
Director 

2 =  CFO 
3 =  COO 
4 =  CHRO 
5 =  CMO 
6 =  CTO 
7 =  Department Director 
8 =  Consultant 
9 =  Simple Employee 

 
ExpYears – Years of Experience Working in the 
Same Sector 
  0 =     No Experience 

1 =  Less than 5 years 
2 =  6 to 10 years 
3 =  11 to 15 years 
4 =  16 to 20 years 
5 =  More than 21 years 

 
ExpMozSub – Years of Experience Working in the 
Mozambican Subsidiary 
  0 =     No Experience 

1 =  Less than 5 years 
2 =  6 to 10 years 
3 =  11 to 15 years 
4 =  16 to 20 years 
5 =  More than 21 years 

 
ExpParent – Years of Experience Working in the 
Parent Company 
  0 =     No Experience 

1 =  Less than 5 years 
2 =  6 to 10 years 
3 =  11 to 15 years 
4 =  16 to 20 years 
5 =  More than 21 years 

 
ExpOtherSubPar – Years of Experience Working 
in Other Subsidiaries of the Parent Company 
  0 =     No Experience 

1 =  Less than 5 years 
2 =  6 to 10 years 
3 =  11 to 15 years 
4 =  16 to 20 years 
5 =  More than 21 years 

 
ExpOtherCompanies – Years of Experience 
Working in Other Companies in the Same Industry 
as the Parent Company 
  0 =     No Experience 

1 =  Less than 5 years 
2 =  6 to 10 years 
3 =  11 to 15 years 
4 =  16 to 20 years 
5 =  More than 21 years 

 
ExpOtherSubAfrica – Years of experience in 
other subsidiaries of the company in Sub-Saharan 
Africa  
  0 =     No Experience 

1 =  Less than 5 years 
2 =  6 to 10 years 
3 =  11 to 15 years 
4 =  16 to 20 years 
5 =  More than 21 years 

 
ExpOtherSubEastAsiaPac – Years of experience 
in other subsidiaries of the company in East Asia 
and Pacific  
  0 =     No Experience 

1 =  Less than 5 years 
2 =  6 to 10 years 
3 =  11 to 15 years 
4 =  16 to 20 years 
5 =  More than 21 years 
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ExpOtherSubWestEur – Years of experience in 
other subsidiaries of the company in Western 
Europe  
  0 =     No Experience 

1 =  Less than 5 years 
2 =  6 to 10 years 
3 =  11 to 15 years 
4 =  16 to 20 years 
5 =  More than 21 years 

 
ExpOtherSubEastEur– Years of experience in 
other subsidiaries of the company in Easter Europe 
and Central Asia  
  0 =     No Experience 

1 =  Less than 5 years 
2 =  6 to 10 years 
3 =  11 to 15 years 
4 =  16 to 20 years 
5 =  More than 21 years 

 
ExpOtherSubLatAmCari – Years of experience 
in other subsidiaries of the company in Latin 
America and Caribbean  
  0 =     No Experience 

1 =  Less than 5 years 
2 =  6 to 10 years 
3 =  11 to 15 years 
4 =  16 to 20 years 
5 =  More than 21 years 

 
ExpOtherSubMENA – Years of experience in 
other subsidiaries of the company in MENA 
(Middle East and North Africa)  
  0 =     No Experience 

1 =  Less than 5 years 
2 =  6 to 10 years 
3 =  11 to 15 years 
4 =  16 to 20 years 
5 =  More than 21 years 

 
ExpOtherSubSouthAsia – Years of experience in 
other subsidiaries of the company in South Asia  
  0 =     No Experience 

1 =  Less than 5 years 
2 =  6 to 10 years 
3 =  11 to 15 years 
4 =  16 to 20 years 
5 =  More than 21 years 

 
ExpOtherSubNAm – Years of experience in other 
subsidiaries of the company in North America  
  0 =     No Experience 

1 =  Less than 5 years 
2 =  6 to 10 years 
3 =  11 to 15 years 
4 =  16 to 20 years 
5 =  More than 21 years 

 
ExpOtherSubAust – Years of experience in other 
subsidiaries of the company in Australasia  

  0 =     No Experience 
1 =  Less than 5 years 
2 =  6 to 10 years 
3 =  11 to 15 years 
4 =  16 to 20 years 
5 =  More than 21 years 

 
ExpOtherCoSubAfrica – Years of experience in 
other companies in Sub-Saharan Africa  
  0 =     No Experience 

1 =  Less than 5 years 
2 =  6 to 10 years 
3 =  11 to 15 years 
4 =  16 to 20 years 
5 =  More than 21 years 

 
ExpOtherCoEastAsiaPac – Years of experience 
in other companies in East Asia and Pacific  
  0 =     No Experience 

1 =  Less than 5 years 
2 =  6 to 10 years 
3 =  11 to 15 years 
4 =  16 to 20 years 
5 =  More than 21 years 

 
ExpOtherCoWestEur – Years of experience in 
other companies in Western Europe  
  0 =     No Experience 

1 =  Less than 5 years 
2 =  6 to 10 years 
3 =  11 to 15 years 
4 =  16 to 20 years 
5 =  More than 21 years 

 
ExpOtherCoEastEur – Years of experience in 
other companies in Easter Europe and Central Asia  
  0 =     No Experience 

1 =  Less than 5 years 
2 =  6 to 10 years 
3 =  11 to 15 years 
4 =  16 to 20 years 
5 =  More than 21 years 

 
ExpOtherCoLatAmCari – Years of experience in 
other companies in Latin America and Caribbean  
  0 =     No Experience 

1 =  Less than 5 years 
2 =  6 to 10 years 
3 =  11 to 15 years 
4 =  16 to 20 years 
5 =  More than 21 years 

 
ExpOtherCoMENA – Years of experience in 
other companies in MENA (Middle East and North 
Africa)  
  0 =     No Experience 

1 =  Less than 5 years 
2 =  6 to 10 years 
3 =  11 to 15 years 
4 =  16 to 20 years 
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5 =  More than 21 years 
 

ExpOtherCoSouthAsia – Years of experience in 
other companies in South Asia  
  0 =     No Experience 

1 =  Less than 5 years 
2 =  6 to 10 years 
3 =  11 to 15 years 
4 =  16 to 20 years 
5 =  More than 21 years 

 
ExpOtherCoNAm – Years of experience in other 
companies in North America  
  0 =     No Experience 

1 =  Less than 5 years 
2 =  6 to 10 years 
3 =  11 to 15 years 
4 =  16 to 20 years 
5 =  More than 21 years 

 
ExpOtherCoAust – Years of experience in other 
companies in Australasia  
  0 =     No Experience 

1 =  Less than 5 years 
2 =  6 to 10 years 
3 =  11 to 15 years 
4 =  16 to 20 years 
5 =  More than 21 years 

 
ParRegInc – Parent Company Region of 
Incorporation 

1 =  Sub-Saharan Africa 
2 =  East Asia and Pacific 
3 =  Western Europe 
4 =  Eastern Europe and Central 

Asia 
5 =  Latin America and 

Caribbean 
6 =  MENA (middle east & north 

Africa) 
7 =  South Asia 
8 =  North America 
9 =  Australasia 

 
On a scale from 1 to 7, where 1 indicates 
"Strongly Disagree" and 7 indicates "Strongly 
Agree", as a result of the political crisis which 
occurred in Mozambique between January 2015 
and January 2017, my Mozambican subsidiary 
experienced: 
 

PolIncIns - Increased 
insurance costs 
PolInSec - Increased 
security costs 
PolMilSe - Military security 
provision for company 
property 
PolDisrupSup - Disruptions 
to supply chains 

PolLayOffs - Lay-offs 
PolRedOutput - Reductions 
in firm output 
PolTempShutOp - 
Temporary shut-down of 
firm operations 
PolPermShutOp - 
Permanent shut-down of 
firm operations 
PolDisinv - Disinvestment 
by investors 
PolIntDisinv - International 
pressure to disinvest fro 

 
On a scale from 1 to 7, where 1 indicates 
"Strongly Disagree" and 7 indicates "Strongly 
Agree", please indicate whether your company 
took any of the following actions in response to 
the political crisis which occurred in 
Mozambique between January 2015 and 
January 2017: 
 

PolExit - Exit Mozambique 
completely 
PolCloseAllLeg - Close all 
legal entities in Mozambique 
PolFireAllMozEmp - Fire 
all Mozambican employees 
PolRempAllEmpat - 
Repatriate all foreign 
employees out of 
Mozambique 
PolClosePartMozOp - 
Close parts of our 
Mozambican operations 
PolTempClosePartMozOp 
- Temporarily close some or 
all operations 
PolRedMozEmp - Reduce 
the number of Mozambican 
employees 
PolRepSomeExpat - 
Repatriate some foreign 
employees out of 
Mozambique 
PolNoActionMozEmp - 
Take no actions with regard 
to Mozambican employees 
PolNoActionFacilities - 
Take no action with regard 
to closing facilities 
PolNoActionCapInvMoz - 
Take no actions with regard 
to capital investment in 
Mozambique 
PolNoActionOp - Take no 
actions with regards to 
operations 
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PolSeekOpportunities - 
Seek Strategic Opportunities 
in Mozambique 
PolNewMozEmp - Hire new 
Mozambican employees 
PolNewEmpat - Bring in 
new expatriate managers 
PolIncLongTermInv - 
Increase long-term capital 
investment in Mozambique 

 
Please indicate how your company’s evaluation 
of the likelihood of each of the actions below 
changed after the political crisis in 
Mozambique. After the crisis, were the actions 
more or less likely, or about the same as before 
the crisis, on a scale from 1 to 7 where 1 
indicates "Much Less Likely than Before the 
Crisis" and 7 indicates " Much More Likely 
than Before the Crisis ": 
 

PolAttackComm - Attack 
on communities surrounding 
company operations 
PolDirectAttack - Direct 
attacks on company premises 
PolIndirectAttack - 
Unintentional damage to 
company premises when the 
company is not the target 
PolKidnapping - 
Kidnapping of employees 
PolAttackEmp - Physical 
attacks on employees 

 
PolEventSubAfrica – Number of times the 
company faced similar political events in Sub-
Saharan Africa 
 
PolEventEastAsiaPac – Number of times the 
company faced similar political events in East Asia 
and Pacific  
 
PolEventWestEur - Number of times the company 
faced similar political events in Western Europe 
 
PolEventEastEur - Number of times the company 
faced similar political events in Eastern Europe and 
Central Asia 
 
PolEventLatAmCari – Number of times the 
company faced similar political events in Latin 
America and Caribbean 
 
PolEventMENA - Number of times the company 
faced similar political events in MENA (middle 
east & north Africa) 
 

PolEventSouthAsia - Number of times the 
company faced similar political events in South 
Asia 
 
PolEventNAm - Number of times the company 
faced similar political events in North America 
 
PolEventAust - Number of times the company 
faced similar political events in Australasia 
 
PolThreatPerceived - On a scale from 1 to 7, 
where 1 indicates "No threat at all" and 7 indicates 
"Severe threat", in the context of the political crisis 
in Mozambique, indicates how severe top 
management perceived the threat to the company’s 
profitability 
 
PolOppPerceived - On a scale from 1 to 7, where 
1 indicates "No new business opportunities" and 7 
indicates "Great new opportunities", indicates the 
degree to which top management perceived the 
political crisis in Mozambique as a chance to gain 
new business opportunities 
 
On a scale from 1 to 7, where 1 indicates 
"Strongly Disagree" and 7 indicates "Strongly 
Agree", as a result of the economic crisis in 
Mozambique that started in January 2015, my 
Mozambican subsidiary experienced: 
 

EcoIncBorrowing - 
Increased borrowing costs 
EcoIncImpServGoods - 
Increased costs for imported 
goods and services 
EcoLowerProfits - Lower 
profits 
EcoRedSales - Reduced 
sales in Mozambique 
EcoIncLogistics - Increased 
costs of local logistics 
services 
EcoIncTheftVandal - 
Increased theft or vandalism 
EcoFutureIncertainty - 
Greater uncertainty about 
future prospects in 
Mozambique 
EcoLessInv - Less 
investment from my 
subsidiary’s parent company 
EcoNegativeImpact - 
Negative impact on parent 
company performance from 
Mozambican operations 

 
 
On a scale from 1 to 7, where 1 indicates 
"Strongly Disagree" and 7 indicates "Strongly 
Agree", please indicate whether your company 
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took any of the following actions in response to 
the economic crisis in Mozambique that started 
in January 2015: 
 

EcoExit - Exit Mozambique 
completely 
EcoCloseAllLeg - Close all 
legal entities in Mozambique 
EcoFireAllMozEmp - Fire 
all Mozambican employees 
EcoRempAllEmpat - 
Repatriate all foreign 
employees out of 
Mozambique 
EcoClosePartMozOp - 
Close parts of our 
Mozambican operations 
EcoTempClosePartMozOp 
- Temporarily close some or 
all operations 
EcoRedMozEmp - Reduce 
the number of Mozambican 
employees 
EcoRepSomeExpat - 
Repatriate some foreign 
employees out of 
Mozambique 
EcoNoActionMozEmp - 
Take no actions with regard 
to Mozambican employees 
EcoNoActionFacilities - 
Take no action with regard 
to closing facilities 
EcoNoActionCapInvMoz - 
Take no actions with regard 
to capital investment in 
Mozambique 
EcoNoActionOp - Take no 
actions with regards to 
operations 
EcoSeekOpportunities - 
Seek Strategic Opportunities 
in Mozambique 
EcoNewMozEmp - Hire 
new Mozambican employees 
EcoNewEmpat - Bring in 
new expatriate managers 
EcoIncLongTermInv - 
Increase long-term capital 
investment in Mozambique 

 
EcoEventSubAfrica – Number of times the 
company faced similar economic events in Sub-
Saharan Africa 
 
EcoEventEastAsiaPac – Number of times the 
company faced similar economic events in East 
Asia and Pacific  
 

EcoEventWestEur - Number of times the 
company faced similar economic events in Western 
Europe 
 
EcoEventEastEur - Number of times the company 
faced similar economic events in Eastern Europe 
and Central Asia 
 
EcoEventLatAmCari – Number of times the 
company faced similar economic events in Latin 
America and Caribbean 
 
EcoEventMENA - Number of times the company 
faced similar economic events in MENA (middle 
east & north Africa) 
 
EcoEventSouthAsia - Number of times the 
company faced similar economic events in South 
Asia 
 
EcoEventNAm - Number of times the company 
faced similar economic events in North America 
 
EcoEventAust - Number of times the company 
faced similar economic events in Australasia 
 
EcoThreatPerceived - On a scale from 1 to 7, 
where 1 indicates "No threat at all" and 7 indicates 
"Severe threat", in the context of the economic 
crisis in Mozambique, indicates how severe top 
management perceived the threat to the company’s 
profitability 
 
EcoOppPerceived - On a scale from 1 to 7, where 
1 indicates "No new business opportunities" and 7 
indicates "Great new opportunities", indicates the 
degree to which top management perceived the 
economic crisis in Mozambique as a chance to gain 
new business opportunities 
 
On a scale from 1 to 7, where 1 indicates 
"Never" and 7 indicates "Very often", please 
indicate how often you interact socially with the 
following people: 
 

NetMozFam - Local 
people with 
Mozambican nationality 
who are family 
members 
NetMozCloseFriends - 
Local people with 
Mozambican nationality 
who are very close 
friends 
NetMozFriends - Local 

people with 
Mozambican 
nationality who 
are friends 
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NetMozAcq - Local 
people with 
Mozambican nationality 
who are acquaintances 
NetForFam - Local 
people with foreign 
nationality who are 
family members 
NetForCloseFriends - 
Local people with 
foreign nationality who 
are very close friends 
NetForFriends - Local 
people with foreign 
nationality who are 
friends 
NetForAcq - Local 
people with foreign 
nationality who are 
acquaintances 

 
NetLocalEvents - On a scale from 1 to 7, where 1 
indicates "Never" and 7 indicates "Very often", 
indicates how many times per month the 
respondent goes to local events (such as parties, 
theaters or movies) 
 
NetKidsSchool – Where do the respondent kids go 
to school 

1 =  Local school, with 
local programs 

2 =  Local international 
school, with 
international 
program 

3 =  Boarding school 
(only international) 

4 =  My children live 
outside 
Mozambique 

5 =  I have no children  
 
On a scale from 1 to 7, where 1 indicates 
"Never" and 7 indicates "Very often", indicates 
how often the following interactions occur: 
 

NetKidsSocStateOff - 
Your kids socialize with 
schoolmates who are the 
children of a local or 
state officer 
NetSocStateOffPriv - 
You socialize with a 
local or state officer at a 
private club 
NetSocStateOffProf - 
You interact in a 
business setting with a 
local or state officer 
who is a Board Member 
or officer at your 
company 
NetSocStateOffSpo - 
Your spouse socializes 
with the spouse of a 
local or state officer 
NetSocStateOffSoc - 
You interact with a local 
or state officer in a 
social setting 
 

NetClub – Name of the private club in 
Mozambique which the respondent is a member 
 
PolComments – Actions taken by the company if 
they viewed the political crisis as an opportunity 
 
EcoComments - Actions taken by the company if 
they viewed the economic crisis as an opportunity 
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APPENDIX C - IRB SUBMISSION APPROVAL 
 
Hello Emiliano 
  
Not Human Subject Research Determination 
The proposed activity is not research involving human subjects as defined by DHHS or FDA 
regulations. Consequently, Temple IRB review and approval is not applicable. You are 
welcome to pursue the activity, obtaining any applicable administrative or departmental (non-
IRB) approvals. 
This determination applies only to the activities described in this IRB submission and does 
not apply should any changes be made. Changes could affect this determination, therefore 
please contact the IRB for guidance. 
DHHS Definitions: 
Research - a systematic investigation, including research development, testing and 
evaluation, designed to develop or contribute to generalizable knowledge. 
Human subject - a living individual about whom an investigator (whether professional or 
student) conducting research obtains: 
(1) Data through intervention or interaction with the individual; or 
(2) Identifiable private information. 
  
FDA Definitions: 
Research - any experiment that involves a test article and one or more human subjects, and 
that either must meet the requirements for prior submission to the Food and Drug 
Administration 
Human subject - an individual who is or becomes a participant in research, either as a 
recipient of the test article or as a control. A subject may be either a healthy individual or a 
patient. 
  
  
  
  

 
  

 La’Shay Cobb, MBA 
IRB Assistant Director 
Direct 215-707-1248 
Email lashay.cobb@temple.edu 
  
Office of the Vice President for Research 
Administration 
  
Institutional Review Board, Research 
Compliance �Student Faculty Conference 
Center�3340 North Broad Street�Philadelphia, 
PA 19140 
Main 215-707-3390 / Fax 215-707-9100 
Website research.temple.edu 



 90 

APPENDIX D – CORRELATION MATRIX I  
 

 Mean S.D. 1 2 3 4 5 6 7 8 9 
 

10 

1. Exit 2.50 2.24           

2. Crisis Experience 1.22 1.42 0.09          

3. Threat Perception 4.67 1.15 0.26* 0.28*         

4. Social Embeddedness 5.23 1.52 -0.68* 0.05 -0.21        

5. Social Embeddedness * Threat Perception 24.4 8.78 -0.42* 0.22 0.46* 0.75*       

6. Subsidiary Size 2.59 1.12 0.00 0.30* 0.28* 0.11 0.30*      

7. Local-Foreign Joint Venture 0.37 0.48 -0.08 -0.06 0.15 0.02 0.14 0.14     

8. Energy Sector 0.14 0.34 0.12 0.36 0.31* -0.03 0.18 0.28* 0.01    

9. Business Services Sector 0.37 0.48 -0.01 -0.13 -0.48* 0.04 -0.31* -0.36* -0.29* -0.27*   

10. Manufacturing Sector 0.20 0.40 0.12 -0.09 0.21 0.05 0.22 0.07 0.17 -0.21 -0.33*  

11. Other Sector 0.24 0.43 0.13 0.11 0.08 -0.20 -0.14 0.24 0.09 -0.11 -0.17 -0.28* 

Note: There are 105 observations. Starred correlations are significant at the p<0.1 level 

Table 5: Means and correlations of regression variables- Study 1 
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APPENDIX E – CORRELATION MATRIX II 
 

 Mean S.D. 1 2 3 4 5 6 7 8 9 
 

1. Seek_Opportunities 4.97 1.92          

2. LMD_Social_Embeddedness 4.85 1.71 .66*         

3. PCE 1.45 0.87 -.20* -.05         

4. SCE 1.38 1.45 -.02 0.12 0.34*       

5. MNC_Similar_Experience 1.45 1.46 .12 0.03 0.09 0.06      

6. Subsidiary_Size 85.63 195.13 -.04 0.21* 0.08 0.09 0.34*     

7. Subsidiary_Age 12.44 9.94 .02 .02 -.02 .33* 0.30* 0.19    

8. Energy_and_Mining .14 0.35 -0.7 -0.05 0.12 -.06 0.35* 0.08 0.21*   

9. Manufacturing_and_Metals 0.18 0.39 -.08 0.03 0.05 0.10 0.03 -0.14 -0.11 -.20*  

10. Business_Services 0.36 0.48 .05 0.05 -.24* -.14 -.28* -0.04 -0.15 -.31* -.37* 

 
Table 6: Means and Correlations of Regression Variables – Study 2 


