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The Antecedents of Consumer Response to Domestic and Foreign Brand Placements

Abstract

Despite a mixture of domestic and foreign brands being integrated in media content, few studies have
explored consumer perceptions toward them. Drawing on a large-scale survey with in-excess of 1700
consumers from the United States and Hong Kong, the findings of this study revealed that consumers
who were more ethnocentric felt good when seeing domestic brands placed in local television programs,
although they are not against the placement of foreign brands. However, these consumers are less

positive toward foreign brand placements only if they favor local production.

Keywords: consumer perception, product placement, domestic brands, foreign brands.

2022 AIB Asia Pacific Regional Conference| 7-9 December 2022| Ningbo, China



1. Introduction
The popularity of international movies and syndicated television programs have contributed to the
internationalization of product placement strategies (Khalbous et al., 2013). Chan and Lowe (2018)
analyzed prime time television programs in Hong Kong and found that about one-third of the analyzed
programs were syndicated programs (i.e., programs purchased from foreign countries). Chinese brands
have also started to appear in Hollywood movies and concurrently many foreign brands have adopted
product placement to reach consumers in mainland China. Nevertheless, very few studies have explored
consumer perceptions toward domestic and foreign brands placed in media content. Specifically, the
study builds on previous research and seeks to address the following research questions: 1) Do
consumers exhibit different levels of preferences toward domestic and foreign placed brands? 2) What
are the antecedents that explain consumer preferences for the placement of domestic and foreign brands?
2. Literature Review

Previous studies have examined how people from different countries and cultures respond to product
placement (Chan, 2012). Despite calls for research to examine potential country of origin bias in the
interpretation of local versus foreign brand placement (Gould, Gupta and Grabner-Krauter, 2000), very
few studies have addressed this research gap.

2.1. The Antecedent of Consumer Ethnocentrism

Consumer ethnocentrism is defined as the beliefs held by consumers about the appropriateness and
morality of purchasing domestic products and the rejection of foreign-made products (Shimp and
Sharma, 1987). Highly ethnocentric consumers tend to have a more favorable perception of domestic
products and are less likely to buy products and services from foreign countries in order to support their
local economy (Ozsomer, 2012). In extending consumer ethnocentrism within the product placement
context, it is reasonable to infer those individuals who support a local economy and prefer local
production may also favor seeing local brands in “fictionalized life”. More ethnocentric consumers tend
to favor local brands (Steenkamp et al., 2003). It is hypothesized that ethnocentric consumers will favor
seeing domestic brand placements and they will be more negative toward foreign brand placements.

Therefore, the following hypothesis is offered:
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Hypothesis 1: Consumer ethnocentrism has a) a positive influence on the preference for seeing
domestic brand placements, while b) a negative influence on the preference for seeing foreign
brand placements.
2.2. The Antecedent of Preference for Local Production
Balabanis and Diamantopoulos (2004) proposed that consumer ethnocentrism only forms a baseline for
consumption bias and other factors should also be taken into consideration such as consumer preferences
for local versus global production. Local products target local markets and are typically distributed only
in the home country alone, while global products target global markets and are distributed around the
world (Strizhakova, Coulter and Price, 2008). The preferences of local culture and lifestyles were found
to associate with advertising and promotion strategies. For example, Zhou and Belk (2004) discovered
that some Chinese consumers preferred local models because they reflect Chinese values and
demonstrate a sense of national pride. Local brands are perceived as more authentic, down-to-earth and
have a closer connection with the local culture (Steenkamp et al., 2003). Consumers that favor local
production are expected to prefer seeing domestic brands integrated in local television programs.
However, they may be less positive toward foreign products and thus may not like to see foreign brands
integrated in domestic television programs. Therefore, it is hypothesized that:
Hypothesis 2: Consumer preference for local production has a) a positive influence on the
preference for seeing domestic brand placements, while b) a negative influence on the preference
for seeing foreign brand placements.
3. Method and Results
3.1. Method
A web survey was conducted in the U.S. and Hong Kong in which the Internet is widespread. Two
versions of the research instrument (i.e., in English and Chinese) were developed through a back-
translation process. The variables were inferred from observable responses and all the measurement
items were adapted from the previous literature which had been rigorously validated. The questionnaire
was piloted, and some wording was further modified to reduce ambiguity. Participants were recruited
and invited to respond to the survey via a professional market research agency. The final sample included

1725 respondents with an almost equal distribution of geographic, gender, and age group.
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3.2. Results

The results show that consumers who were more ethnocentric believed that local television programs
should integrate more domestic brands and they felt good when seeing them (b =0.46, t =21.15, p <
0.001). However, they were not against seeing foreign brands appearing in local television programs (b
=-0.02, t = -1.03, p > 0.05). Therefore, Hla is strongly supported while H1b is not. We found that
consumer ethnocentrism has a negative influence on the preference for seeing foreign brand placements
via preference for local production. Consumers who were more ethnocentric also favored more local
production (b = 0.29, ¢ = 11.04, p < 0.001) which led to negative feelings of seeing foreign brands
appearing in television programs (b =-0.13, 1 =-6.91, p <0.001). A significant impact of preference
for local production on preference for seeing domestic brand placements was also found (b = 0.16, ¢t =
7.48, p <0.001). Therefore, both H2a and H2b are strongly supported.

4. Discussion and Conclusion

The results have significant theoretical contributions to the field as cultural factors in the perception of
product placements remain an understudied area (Jin et al., 2015; La Ferle and Edwards, 2006). This
study extends the current literature by systematically examining the antecedents of consumer perception
of domestic and foreign brand placements including consumer ethnocentrism and preference for local
production (Mandler et al., 2020). It was found that consumer ethnocentrism has a direct positive
influence on the preference for seeing domestic brand placements, as well as an indirect negative
influence on the preference for seeing foreign brand placements via the preference for local production.
The managerial implications from the results help to simplify marketers’ decisions i.e., program
producers and brand managers in formulating placement strategies for domestic and foreign brands. It
is suggested that marketers could place domestic brands in programs that are more likely to attract
ethnocentric consumers. It appears that ethnocentric consumers are not necessarily against foreign brand
placements while foreign brands should avoid being placed in programs about local production or
coappearing with local products (Chan, 2022). The results also signal several avenues for future research

to consider.
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Hong Kong — Chinese Mainland Economic Integration:
An Updated Index (1990-2019) and Analysis
Geng Cui and Yuho Chung, Lingnan University, Hong Kong
Introduction

Hong Kong and mainland China have undergone continuous economic integration over the last
four decades. However, a comprehensive and scientific index for measuring the complicated structure
of the economic integration between Hong Kong and the mainland does not exist. Drawing from the
literature on economic integration, we use archival data from various sources between 1990 and 2019
to construct a comprehensive index of economic integration between Hong Kong and Chinese
mainland, consisting of 21 time series data along three dimensions: driving forces, throughput
process, and outcome convergence. The findings reveal the positive effect of economic integration as
well as deep-rooted problems in the territory and call for policy discourse on effective solutions.

Research Framework

Drawing from the literature and indices of economic integration from other areas of the world
(e.g., EU and NAFTA), we consider the unique characteristics of the HK-mainland economic
relationship, particularly its high degree of complementarity and asymmetry, in defining and
measuring economic integration to assess the extent of such integration and its effect on socio-
economic development in Hong Kong. The index includes three dimensions: driving forces,
throughput process, and outcome convergence.
Indicators of Economic Integration
Driving Forces

Factors such as tariff rates and non-tariff barriers may impede economic integration. Economic
incentives under the CEPA encourage trade and investment. The drivers of integration include the
development of institutional arrangements that reduce the transaction costs of cross-border economic
activities. They consist of the number of zero tariff codes signed by both parties, obtained from the
Hong Kong Trade and Industry department. We also obtain the number of regional offices of
mainland firms in Hong Kong. We use the number of border control points, the number of scheduled

cross-boundary trains and buses between Hong Kong and the mainland as proxies for the convenience



of transportation. The Hong Kong Immigration and Custom Departments provide information on the
control points and the Hong Kong MTR Corporation provides information on the number of
scheduled trains between the mainland and Hong Kong. As several cross-border bus companies
operate franchise services in Hong Kong (e.g., Eternal East Group and Trans-Island), we include the
number of scheduled buses (including coach and shuttle bus) that pass through the control points each
day. These data are obtained from the Hong Kong Transport Department.
Throughput Process

The efficient movement of capital, goods and people in the throughput process improves factor
allocation. We collect data on the direct investment (both inflow and outflow) between Hong Kong
and the mainland in terms of the amount and per cent of external primary income. This measure
reflects the repatriation of profits made by foreign firms operating in this area. The major data source
is the HKCSD. We also report the net flow of capital (i.e., the difference between the inflow and
outflow between Hong Kong and the mainland). Another important transmission channel is the
movement of people. We obtain the daily cross-boundary trips between the mainland and Hong Kong.
First, we include the number of Hong Kong residents visiting the mainland as reported by the
HKCSD. We also include the number of visitors coming from the mainland and the share of spending
done by mainland visitors. This information is collected from the Hong Kong Tourism Board.
Outcome Convergence

The effects of the market homogeneity and market symmetry due to economic integration
include the synchronisation of economic cycles and the equalisation of consumer prices, wages,
interest rates and inflation. First, the economic cycle is measured using GDP, obtained from the World
Bank. Second, we measure price levels using the convergence of the Consumer Price Indexes of the
Hong Kong (HKCSD) and mainland economies from the World Bank. To identify the convergence of
prices and regional GDP per capita, we compute the dispersion using the coefficient of variation (i.e.,
sigma-convergence). Variables with smaller coefficients of variation are less dispersed than variables
with larger coefficients of variation. We collect data on the annual interest rates and inflation rates
from the World Bank. We take the absolute differences of the inflation rates and real interest rates

between Hong Kong and the mainland and use them as indicators of market homogeneity.



Other outputs of economic integration include indicators of social interactions. Cross-border
marriage has become a significant proportion of Hong Kong marriages. The demographic trend in
cross-border marriage represents structural changes in families and is a consequence of economic
integration. We collect such data from the HKCSD. Another consequence of economic integration is
cross-border education. We obtain the data on the number of Hong Kong residents studying in the
mainland and the number of mainland residents studying in Hong Kong from the Immigration
Department and the Hong Kong Education Bureau.

Method and Results

To measure these indicators, we retrieved the relevant data from various sources, including as
the Hong Kong Census and Statistics Department (HKCSD), the National Bureau of Statistics of
China, and international organisations such as World Bank. We construct the index using principal
component analysis (PCA) to identify how different variables change in relation to one another.

The overall index of economic integration shows a gradual upward trend (Figure 1). After the
Basic Law in Hong Kong was ratified, integration remained at a very low level in the early 1990s. It
experienced several years of flat growth until 1997. While the index shows a stable ascension starting
in 1999, the overall index picked up speed in 2003, when the first CEPA was signed and the
Individual Travel Scheme was introduced. After that, the level of economic integration continued to
grow steadily. Starting in 2013, Hong Kong was positioned as a connecting hub in the mainland’s
Belt and Road Initiative. The lack of growth during the financial crises of 1994, 1997 and 2008 is also
evident. In general, the level of economic integration reached a remarkably high level by the end of
the study period, with the components in the three sub-indices explaining 95% of the variance.
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Figure 11. The Overall Index (1990 — 2019)



Cointegration Analyses

To examine the long-term relationships between the integration index and key socio-economic
indicators, we use the VECM to correct the disequilibrium in the cointegration relationships.
According to Table 1, the index is positively related to most of the indicators at significance levels of
1%, with the exception of the ethnic identity as a Hongkonger (marginally significant at the 10%
level) and happiness index (insignificant). In particular, the integration index is positively associated
with GDP growth and GDP per capita. This suggests that economic integration is an important
contributor to the territory’s economic development (Table 1). The positive relationship between
integration and unemployment also reflects the same pattern in the early period. In the later period,
unemployment gradually decreased as Hong Kong transformed itself to a service economy.

The association between property prices and the economic index reveals a positive relationship
(Table 1). As money flows from the mainland to Hong Kong, more venture capitalists diversify their
investments by investing in property (both private and commercial property). Aside from the limited
supply of land for housing construction, the influx of capital leads to an increase in the prices of
residential property and a basket of consumer goods and services after 2000. In fact, property prices in
Hong Kong are among the highest in the world and nearly 20 times the average income in Hong
Kong, thus making a home in Hong Kong the least affordable for its people (Demographia 2022).
Many consider the exorbitant cost of housing in Hong Kong a major underlying cause of its social ills.
As for bilateral price equalisation, the negative relationship between the integration index and the
coefficient of price variation (i.e., sigma-convergence) shows a higher level of price convergence
between the two economies.

The results also show that increasing economic integration corresponds with greater income
inequality and the widening gap between the rich and the poor. Hong Kong’s Gini coefficient has
remained higher than 0.50 since 2007, making it one of the worst in the world, especially among the
developed economies. Although the Hong Kong economy has grown at a respectable rate (i.e., 6% per
annum in normal times), the real income of average people has not grown at the same pace.
Government statistics show that poverty rate in the territory reached a new high in 2019 and put 1.6

million people, 20.4% of the population, under the official poverty line (Hong Kong Business 2019).



Table 1. Results of Long-run Equilibrium Relationships

Variables Coefficient of cointegration t-statistics
GDP 3.94E-05"" 4.61
GDP Per capita 3.44E-04"" 4.94
Unemployment rate 0.885™ 4.45
Property price (private domestic) 0.548™" 3.57
Property price (private office) 0.125™ 2.52
Gini coefficient 1677.68"" 18.52
Consumer Price Index (Hong Kong) 0.145™ 3.69
Bilateral price variation (sigma-convergence) -297.03" -3.18
Satisfaction with the government 14.729™ 4.82
Confidence in HK's future 30.084™ 2.13
Ethnic identity as Hongkonger 2.659" 1.70
Happiness index -0.181 -0.73

Note: level of significance: ~ p<0.01, ™ p<0.05, " p<0.10

The results also indicated that Hong Kong people were mildly satisfied with the government and
perceived the future to be brighter during the early years. Although economic integration is positively
related to confidence in Hong Kong’s future (Table 4), such confidence has sharply deteriorated. Not
surprisingly, economic integration does not have a significant impact on the happiness of Hong Kong
people (Table 4). From 2000 to 2008, ethnic identity as a Hongkonger in comparison to that as
Chinese was in a downward trend. However, ethnic identity as a Hongkonger has increased since
2008. Thus, continuous integration also promotes a sense of uniqueness among the Hong Kong
people. As cross-border travel and communication become more frequent, Hong Kong citizens
become more aware of their own identity and developed a stronger sense of uniqueness, especially
among the youth (Hong Kong Institute of Asia Pacific Studies 2016).

Discussion

The results suggest that the level of economic integration between Hong Kong and the mainland
grew steadily from 1996 to a remarkably high level in 2019. The only exceptions occurred during the
Asian Financial Crisis in 1997 and the Financial Tsunami in 2008. Cointegration analyses indicate
that the level of economic integration is associated the continuous economic development of Hong
Kong, as reflected in its increasing GDP and GDP per capita over time. Although the unemployment
rate increased to its highest level in the early 2000s, it has been on a downward trend in recent years.
While consumer price index (i.e., inflation) has remained low since 2000, bilateral price variations
significantly decreased over time. Thus, the results indicate an overall positive long-term relationship

between the integration index and economic development of Hong Kong.



Cointegration analyses show the non-monotonic trends in the relationships between economic
integration and other socio-economic indicators. The level of economic integration is associated with
surging real estate prices for both residential and commercial properties. Meanwhile, continuous
economic integration coincides with increasing economic disparity in the territory, as indicated by the
Gini coefficient, one of the highest in the world. Despite their overall positive relationships with the
integration index, other indicators exhibit significant variations over time. While satisfaction with the
government and confidence in Hong Kong’s future peaked in 2007, both have since decreased. A
surge in ethnic identity as Hongkongers since 2007 is also notable among Hong Kong residents.
Interestingly, continuous economic integration has little association with residents’ level of happiness,
which shows a slight downward trend.

Overall, these findings provide evidence of the complex relationships between economic
integration and other socio-economic indicators as well as public sentiment towards the government
and society. While these relationships have been the topics of heated debate, whether economic
integration can lead to social cohesion and long-term stability remains unclear (Puig and Chan 2016).
Policymakers and researchers may consider these findings in their deliberations when analysing and
devising public policies.
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Abstract: Studying the relationship between institutional investors and their investment has been a hot spot in research field. Since we are
curious about how institutional investors get benefits from invested companies and vice versa, we try to evaluate and predict the value of an
investment to counter parties through their investment and operation mode. To be more specific, we decided to explore the relationship between
dynamic institutional investor ownership and the risk-taking strategy of invested companies by utilizing big data and computer technology. We
use crawler technology to gain data of all the listed companies in China over the past 10 years and use regression analysis to get our result. We
apply Miles and Snow’s model as our technology to derive the result of strategy aggression. Our finding indicates that a higher increase of
institutional shareholding will lead to a more aggressive company strategy. Moreover, we classify institutional investors into different investment
styles according to risk preference and our additional analysis shows that there is a significantly positive relationship between high-risk investor
ownership and firm strategic aggression. The heterogeneous test indicates that fierce market competition will enhance such association and the
existence of discretionary accrual will weaken the positive relationship. Finally, our results survive a number of robustness tests and endogenous
tests.

Keywords: Institutional Ownership, Risk-taking Strategy

I. Introduction

A. A. Statement of Problems

Ownership structure has been attractive in academia in recent years and numerous researches have explored the relationship
between institutional investors and their invested firms’ behaviors. For example, Hadani et a/ (2011) focuses on the relationship
between sharecholder ownership and company earnings (Hadani et al, 2011). Meanwhile, Andrew, Udomsak, and Ben (2016)
investigate the impact of shareholder activity on information flow, and Emmanuel, Kenneth, and Olufemi (2011) discuss the
relationship between shareholder ownership and politics. More investors start to use smart technology like blockchain to facilitate
their investment decisions, therefore applying advanced models and methods to choose better invested companies and to make
wiser investment choices. Many companies apply dynamic modelling to derive good company strategies in the competitive
market. Among these studies, how institutional investors’ activities affect firm strategies are significantly prominent (Smith, 1996;
Carleton et al. 1998). However, there is still not enough research and evidence to identify the association between institutional
investor ownership and company risk-taking strategies.

Therefore, our study targets company risk-taking strategies and tries to explore how institutional investors affect invested
companies’ corporate governance, explicitly, the influence of institutional investors on the company's development strategy in
future years when participating in corporate governance. We classify institutional sharcholders into several types and find how
their characteristics affect company strategy. What makes our paper different is that we are going to investigate the impact of
dynamic ownership. We will find out how institutional shareholder ownership change influences the invested company strategy in
the following year. We believe that compared with the individual shareholders, institutional shareholders can know more
information about their target company. Their actions are relatively easier to find and define as a pattern.

Using Miles and Snow's model to construct a discrete variable for strategy and measure this variable from six different
dimensions, our study shows a positive relationship between institutional ownership (high-risk investors) and strategic aggression.
The further heterogeneous test indicates that fierce market competition will enhance such positive association, but the corporate
earnings management efforts will weaken the positive relationship. Finally, our results are shown to survive the robustness and
endogenous tests.



The contribution and long-term significance of our research in the academic field are as follows. We try to investigate
shareholder ownership in a different dimension---whether the institutional shareholder with the bigger change in the shareholding
ratio will have a stronger interest, and whether high-risk institutional shareholders will lead to a more aggressive strategy, which
complements the existing study where researchers mainly focus on how institutional shareholders affect invested companies
(Hadani et al, 2011) and what shareholder ownership is for institutional shareholders (Smith, 1996).

Compare with the static one, our paper demonstrates how company strategy is affected more directly. Also, we provide
research basis and assistance for future research on the in-depth links between institutional investors and invested companies, such
as how institutional investors influence company management (Gillan & Starks, 2000). This may give people an extra angle to
explore shareholder ownership.

Our research article is divided into the following sections. Section 1 will be a literature review followed by section 2 which
will be our hypothesis. Our methodology will be put in Section 3 while Section 4 will present our research result including
regression analysis, robustness test, and endogenous test.

B. Literature Review
1). Shareholder Ownership.

Sharcholder ownership is associated with the willingness to involve corporate change and management's decisions
(Filatotchev & Dotsenko, 2015). Compared with individual investors, normally institutional investors have lots of advantages,
which are reflected in shareholding ratio, information acquisition, professional knowledge, rich related experience, and so on
(Garcia-Meca et al., 2015). Institutional investors are usually more rational than individual investors (Verma & Verma, 2008).
Rational investors, such as institutional investors, have a greater incentive to arbitrage and make investments that have a higher
risk (Verma & Soydemir, 2009). They can help the invested company achieve better performance or gain more earnings in the
future, to achieve the goal of maximizing the investment profits. Simultaneously, it is relatively easier to find and explore the
investing pattern of institutional investors since their investing action and style are normally obvious and the actions of individual
investors are almost random and varied. Moreover, institutional investors will have a greater impact on the macroeconomic market,
and they may change the market size, market micro-structure, and market innovation level. Relevant regulatory apartments and
policymakers also need to pay close attention to the institutional investors' activities. At this time, exploring the behavioral model
of institutional investors can not only help government departments better supervise and restrict the activities of institutional
investors but also explore the development process, change, and some interesting fluctuations of the market (Davis & Steil, 2004).

In research from Smith (1996), he suggests that the governance effect of institutional investors is mainly reflected in the
impact on the various important decisions and consequences of the company. Most researchers consider different types of
institutional investors as a whole in their studies; however, different types of institutional investors have different investing styles
and characteristics, so they play very different roles in influencing corporate governance. The behavior in which the institutional
shareholders try to increase monitoring activities and participate in corporate governance is described as "shareholder ownership".
Michael (2011) proposes that shareholder ownership is the activity that the shareholder takes, including monitoring and
controlling the organization structure which cannot bring maximum profit to the sharcholders. These activities can be shown in
different ways, like proxy proposals sponsored by shareholders (Hadani, Goranova & Khan, 2011) or increasing the shareholding
ratio.

2). Corporate strategy.

Nowadays, new fin-tech technology becomes a good tool for company managers to make corporate decisions, especially in
investment field. For example, . The fin-tech technology can help them find more suitable and favorable investment decision
based on the specifically prepared time series since financial data are abstract multidimensional and multivariate for most
people.(Antoni & Boris, 2017) Antoni and Boris (2017), utilize visualization technology and the Collocated Paired Coordinates
approach to find efficient investment strategies. Some researchers apply the Naive Bayesian machine learning algorithm to
calculate and predict company’s future performance so that they can find company with better future and prospect(LI, 2010)

To learn more about corporate strategy, we find that strategy can be divided into different types based on different measures.
For the strategy style, Miles and Snow (1978) divide strategies into offensive, defensive and analytical types, ranging from radical
to conservative styles. Porter (1980) divides it into differentiation and cost leadership strategies. Treacy and Wiersema (1993)
divide strategy into three types: cost leadership, efficient operation, and intimate client. Although they use different criteria to
categorize strategy, these types have something in common and even overlap with each other. For example, the offensive strategy
of Miles and Snow is equivalent to the differentiation strategy of Porter.

The integration of those strategies is decisive to a firm’s performance and corporate governance. Not only because of what
resources shareholders capture, but also because of how they want to empower invested firms (Goranova & Ryan, 2014). Since



these institutional shareholders have a higher share in the company they have higher incentives and care more about management
problems, such as agency problems arising from managers paying more attention to their interests instead of shareholders'. In this
case, they intervene and influence corporate companies' strategy by using their voting power, and industry resources to facilitate
companies' development to minimize this kind of risk. So, establishing the connection between their resources and invested firms'
strategies may find some rules.

A strategy is never a once-and-for-all event, it goes on and on. Therefore, the company always needs to continually review and
revise strategic objection due to the changing environment (Black, 1998). To make the strategy change compatible with the
change of the biggest institutional shareholders who own a high proportion of shares, we explore the relationship between the
variation of the biggest institution shareholders and company strategy over a certain period.

3). Relationship between Shareholder ownership and strategy

According to research, the degree of control can be determined by the shareholding size distribution (Cubbin & Leech, 1983).
To a certain extent, the shareholding ratio of institutional investors has an impact on their willingness to be involved in corporate
governance and their ability to participate in corporate governance. If they hold a higher shareholding ratio, they will have
stronger willingness and ability (Black, 1997). Grinstein and Michaely (2005) have proposed that the relationship between the
involving cost and payoff decides whether the shareholder will participate in corporate governance. Because larger shareholders
with a higher shareholding ratio, have more advantages such as professional knowledge, capital, and more information (Shleifer &
Robert, 1986) when participating in corporate governance, they have increased motivation. Under these circumstances, the
benefits they get can be greater than the cost of taking action, and having higher shareholding also means they have more and
stronger power to push their ideas into implementation (Parrino et al, 2003; Shleifer & Robert, 1986).

Also, the different shareholding structures will bring different energy and incentive to corporate strategies (Zhao et al., 2020).
So the change in shareholding ratio and dynamic shareholding structure can be considered the factor of shareholder ownership and
have different influences on the strategic actions of invested companies.

The effective supervision hypothesis believes that institutional investors have natural advantages and can play their role of
advice and supervision. Institutional investors can participate in corporate governance through the "three meetings": shareholders'
meeting, board of directors, and board of supervisors. For example, participating in planning and formulating company strategy by
submitting proposals at the general meeting of shareholders. According to the effective governance hypothesis, these active
governance actions of institutional investors will have an impact on the company's management, earnings management, R&D
expenditure, and other aspects, thereby affecting the company's strategic style (Xiong, 2016).

Empirical research based on data of from different investors and listed companies shows that hedge funds generally pay more
attention to the short-term performance indicators of listed companies while other types of investors such as pension funds pay
more attention to the long-term performance of invested companies. So they may participate less effectively than active hedge
funds in the process of corporate governance and company strategy. (Brenner, 2008). Also, research showed that active
shareholders like corporate shareholder ownership make companies’ strategies more complex and intense (DesJardine et al.,
2021).

So we assume that different types of investors have different levels of influence on the strategy of the invested company and
more active institutional investors will put more pressure and pay more attention to the company's strategies, which may lead to
more aggressive and intense company strategies.

H1: Shareholder ownership has a positive impact on the aggressiveness of strategy. The higher shareholding, the more
aggressive strategy the company will take.

H2: Shareholder ownership of high-risk institutional investors has a positive impact on the aggressiveness of strategy. The
higher shareholding of high-risk preferences that investors have, the more aggressive the strategy the company will take.

4). Effect of a control variable on the relationship between shareholder ownership and strategy

O “Big 4” Auditing Firms

According to Wahab et al. (2007), higher-quality auditors are more likely to ensure greater transparency and eliminate
mistakes in financial statements so that they can draw more solid conclusions. Also, abnormal cash flow has a positive association
with hiring “Big 4” auditing firms or not, which means Big 4 auditing firms may influence the financial situation and company
strategy accordingly (RAHMAN et al., 2016). So, we select the Big 4 as one of our control variables.

H3: The existence of Big 4 auditing will strengthen the relationship between shareholder ownership and strategy
aggressiveness.



@ Discretionary accrual

In research from Emamgholipour (2013), the result shows that discretionary accruals can be used as an indicator for earnings
management and that it has a positive relationship with shareholder ownership. Another research states that firms targeted by
shareholder ownership tend to have higher discretionary accrual in their reported earnings which means there is a relationship
between discretionary accrual and shareholder ownership (Sun et al.,, 2013). To exclude its influence and residual on the
relationship between shareholder ownership and company strategies, we treat discretionary accrual as a control variable.

H4: The existence of discretionary accrual will weaken the relationship between shareholder ownership and strategy
aggressiveness.

(®Market competition

As market competition has a big influence on a company’s strategies. In the past, researchers (Bauer et al., 2010) normally
hypothesize a lack of industry competition when considering the influence of shareholder ownership on management strategy.
This shows that market competition will influence the relationship between shareholder ownership and strategy to some extent.
Besides, according to research (Laksmana & Yang, 2015), market competition will influence company investment strategy which
will affect dynamic shareholder ownership accordingly.

HS: Fierce market competition will strengthen the relationship between shareholder ownership and strategy aggressiveness.

2. Methodology

A. Data Source

We use crawler technology to collect all of the firm data we need. Do we identify shareholder ownership based on data from
2009 to 2019 by using the top ten shareholders of all the listed companies? Following Filatotchev and Dotsenko's (2015) research,
we know that institutional shareholders have more resources and higher motivation to intervene in invested company's strategy, so
we only target firms with institutional shareholders as the top ten shareholders.

B. Research Model

We are going to use two linear regression models in this research. The first regression model is to explore the relationship
between the level and intensity of shareholder ownership and the aggressive level of corporate strategy. Our hypothesis is also
tested by the first linear regression.

Linear regression model:

S = p, +p Activism + p,Control +u,+n,+9, )

The independent variable is interest (sharecholder ownership) which has two ways of estimation. The first one is to use the
change of the shareholding of the institutional shareholder. The second one is to use the change of the shareholding of the
“high-risk” type of institutional investors. To control heterogeneity of potential firm and time fixed effects, we include p and 1,
while p represents the firm fix effect and n represents the year fixed effect. S (Strategy) is a dependent variable which is a
categorical variable. For the quantitative part of the strategy, we decide to refer to Bentley, Omer, and Sharp (2013). They use the
Miles and Snow’s model to divide the company strategy into three types: aggressive, moderate, and conservative. We will
construct a discrete variable to measure company strategy, which is determined from the following six aspects:

R&D expenditure as a percentage of sales revenue,

Ratio of the number of employees to sales revenue,

Historical growth rate of sales revenue,

Percentage of sales and management expenses in sales revenue,
Volatility of the number of employees,

Percentage of fixed assets in total assets.

After sorting each proportion of all companies in order of size; the top 20% will get 5 points; the last 20% will get 1 point, and
so on. Then add up the scores of each proportion of each company, that is, the company's strategy score (maximum 30, minimum
6). According to the size of the final score, the type of strategy of each company in the year can be obtained (from high to low,
from aggressive to conservative).

The second linear regression is to explore whether the association between shareholder ownership and the different types of



institutional sharcholders affect the aggressive level of corporate strategy.
We use two ways to quantify the shareholder ownership, which are shown in Table 1:
a. The institution_own represents the changes in the sum of the institutional investors for each company.

b. The institution own_risky represents the changes in the sum of the high-risk preference institutional investors for each
company.
C. Control Variables

As shown in the following Table, our control variables include company age, ROA ratio (return on asset), leverage, etc.
(Bentley et al, 2013). To control for company and year fixed effects in our panel data, we include company stock code and
accounting year indicators; robustness standard error is clustered at the company level.

Control Variables Description

In(Assets) Natural logarithm of total assets.

Return of assets equals profit before interest and tax

ROA divided by total assets
The book-to-market ratio equals the total common

BTM equity outstanding divided by the market
capitalization at the end of the fiscal year.

Sales Growth Percentage change in sales from the last year to the
current year.

M&A A dummy variable, which will equal 1 if a merge or
acquisition activity occurred in the past 5 years and
will equal 0 otherwise.

Leverage Financial leverage that equals total debt divided by
total assets.

Financing Used to measure of firm’s desire for financing.

Firm Age Natural logarithm of company age.

Herfindahl Index Index that is used to measure industry concentration

BIGN Will equal 1 if it uses a "Big 4" audit firm as its
auditor and 0 otherwise.

ABS DisAcc Discretionary accruals, usually include

administrative expenses, asset impairment, and other

related accounting items that are manually adjusted.




A. Descriptive Statistics

3. Results

Table | Results of descriptive statistics

Variable
strategy
Lstrategy
Dstrategy
Pstrategy
institution_own
institution_own_risky
BTM
ROATTM
Leverage
salesgrowth
Big4

herfindahl

ABS DisAcc
age

MA

InTA

L1

Financing

Obs
15,345
15,333
15,345
15,345
15,122
15,345
15,345
15,345
15,345
15,345
15,345
15,345
15,345
15,345
15,345
15,345
15,345
15,345

Mean
16.920
16.480
0.120
0.024
-0.396
-0.662
0.645
0.053
1.448
10.19
0.074
0.155
0.075
2.864
0.768
22.450
0.735
0.857

Std.Dev.
3.829
3913
0.324
0.153
6.939
5.863
0.249
0.045
1.542
1093
0.262
0.125
0.142
0.351
0.422
1.347
0.441
0.350

Min

-89.07
-65.16
0.011

-0.012
-3.829
-0.953

0.001

1.099

17.760

Max
29
1
1
1
82.55
64.62
1.442
0.547
79.04
134607
1
0.799
6.224
3.555
1
28.640

According to Table 1, there are 15,345 valid observations in our model, and the mean of institution own and
institution_own_risky are -0.396 and -0.662 respectively. Their range is from -89.07 to 82.55 and -65.16 to 64.62. The standard
deviation of institution_own is 6.939 while institution_ own h_s' is 5.863. The dependent variable strategy has an average grade of
16.92, ranging from 5 to 29. Its standard deviation is 3.829.

B. Correlation test

Table 2

:::“lts of correlation institution_ow institution _ow strategy BTM InTA Leverag
n nh_

institution_own 1

institution_own_Risk 0.500%** 1

M

strategy -0.025%** -0.083%** 1

BTM 0.039%** 0.072%** -0.119%** 1

InTA 0.030%** -0.015%** 0.003 0.590%** 1

ROATTM 0.014** 0.038%** -0.037*** -0.006 0.030%**

Leverage -0.002 -0.011* 0 0.014** 0.012%* 1



salesgrowth 0.028%** 0.024*** 0.010%* 0.004 -0.002 0.001 0
Big4 0.027%** 0.026%** 0.016** 0.159%** 0.374%** 0.002 0.011%*
herfindahl 0.043 %% 0.064*** -0.090*** 0.149%** 0.198%** 0.121%** -0.011
ABS DisAcc 0.075%** 0.077%** -0.038*** -0.061*** -0.037*** -0.045%** -0.005
financing -0.047*** -0.137*** 0.229%** -0.082%*** 0.147%** -0.081***  (0.023**
*
age 0.016** 0.018*** -0.004 0.080%** 0.189%** -0.124%**  0.060**
*
MA -0.067*** -0.170%*** 0.193%*x* -0.061*** 0.078%** -0.063***  0.017**
*
salesgrowth Big4 herfindahl 1 ~ ABS DisAcc financing age MA
salesgrowth 1
Big4 -0.002 1
herfindahl 0.006 0.163%** 1
ABS DisAcc 0.047%** -0.024*** -0.025%** 1
financing -0.011* 0.024*** -0.103*** -0.015%** 1
age 0.005 0.023%** -0.130%** -0.009 0.280%** 1
MA 0.003 -0.027** -0.102%** 0.034** 0.529** 0.079** 1

*

*

*

*

*

It shows that the maximum correlation coefficient between the control variables is only 0.280, which indicates that there is no
serious collinearity problem between the control variables.

C. Regression Analysis

1). Main regression result--- the single independent variable

Table 3 Results of main regression test (1) 2)
strategy strategy
institution_own 0.0097*
(0.003)
institution_own_Risky 0.0129""
(0.003)
BTM 0.053 0.058
(0.211) (0.213)
InTA 0.402"*" 0.420""
(0.119) (0.118)
ROATTM -2.423% 21777
(0.900) (0.903)
Leverage 0.013 0.017
(0.015) (0.016)
salesgrowth 0.001%" 0.001%"™
(0.000) (0.000)
Big4 0.074 0.093
(0.294) (0.296)
herfindahl -0.714 -0.836
(0.640) (0.641)
ABS DisAcc 0.310™ 0.240
(0.145) (0.154)
financing 0.362""" 0.390™



(0.080) (0.079)

age 0.871" 0.790"
(0.456) (0.452)

MA 0.100™ 0.103™
(0.043) (0.043)

Code &Year fixed effect YES YES

N 15109.000 15345.000

r2 0.801 0.800

ar2

Standard errors in parentheses
*p<0.1," p<0.05"" p<0.001
*we control company stock code and accounting year fixed effect and cluster by company stock code.

Model 1

S = B, + B, Activism + B,Control ,+u, +n,+ 0, 0

(DTo test the influence of shareholder ownership (institution_own) on strategy aggressiveness, column (1) of Table 3 shows
that the changes in the sum of the institutional investors for each company have a positive effect on the aggressiveness of the
strategy. 1% increase of institution own will cause 0.97% increase in strategy aggressiveness. This indicates the higher
shareholding and more aggressive strategy the company is taking in the current year. Our assumption 1 is supported by this

regression outcome.

@ To test the influence of institutional ownership (institution_own_risky) on strategy aggressiveness, column (2) of Table 3
shows that the changes in the sum of the high-risk preference of institutional investors for each company have a positive effect on
the aggressiveness of the strategy. 1% increase of institution_own_risky will cause 1.29% increase in strategy aggressiveness.
This indicates the higher shareholding that high-risk preference investors have, the more aggressive strategy the company is

taking in the current year. Our assumption 2 is supported by this regression outcome.



2). Regression analysis-interaction item analysis

Table 4 Results of interaction item regression test ) 2) 3) €)) 5
strategy strategy strategy strategy strategy
institution_own -0.003 0.013*
(0.004) (0.003)
institution_own_risky 0.011™" -0.002 0.015™"
(0.003) (0.005) (0.003)
institution_own_risky *big4 0.033**
(0.014)
institution_own*herfindahl 0.084™
(0.023)
institution_own_risky *herfindahl 0.094™"
(0.023)
institution_own*ABS DisAcc -0.026"
(0.011)
institution_own_risky *ABS DisAcc -0.014"
(0.008)
BTM 0.059 0.060 0.072 0.062 0.062
(0.213) (0.210) (0.212) (0.210) (0.212)
InTA 0.418™ 0.390™ 0.406™" 0.407" 0.422""
(0.118) (0.119) (0.118) (0.117) (0.117)
ROATTM -2.174™ -2.564™ -2.298" -2.413" -2.176™
(0.902) (0.906) (0.904) (0.896) (0.901)
Leverage 0.017 0.013 0.016 0.013 0.017
(0.016) (0.015) (0.016) (0.015) (0.016)
salesgrowth 0.001%"* 0.001%"" 0.001%"" 0.002%""* 0.001%""
(0.000) (0.000) (0.000) (0.000) (0.000)
Big4 0.060 0.063 0.079 0.067 0.089
(0.295) (0.292) (0.294) (0.291) (0.294)
herfindahl 1 -0.860 -0.976 -1.074 -0.721 -0.841
(0.639) (0.633) (0.638) (0.638) (0.640)
ABS DisAcc 0.245 0.295* 0.237 0.393™ 0.306"
(0.154) (0.147) (0.156) (0.140) (0.157)
financing 0.394™ 0.377" 0.400™ 0.356™ 0.387"
(0.079) (0.080) (0.078) (0.080) (0.079)
age 0.803" 0.813" 0.743" 0.875" 0.794"
(0.452) (0.454) (0.450) (0.455) (0.452)
MA 0.100™ 0.098™ 0.100™ 0.099™ 0.102"
(0.043) (0.043) (0.042) (0.043) (0.043)
Code &Year fixed effect YES YES YES YES YES
N 15345.000 15109.000 15345.000 15109.000 15345.000
2 0.800 0.801 0.801 0.801 0.800
ar2

Standard errors in parentheses
"p<0.1," p<0.05"" p<0.001
*we control company stock code and accounting year fixed effect and standard error is clustered by company stock code.

Since institution_own and institution_own_risky have a positive relationship with the aggressiveness of strategy, so we
consider this result when we conclude the result of the interaction item.

(1 bigd*institution_own



According to column (1) of Table 3, we find if a company uses a “Big 4” auditing firm as their external auditor, they may use a
more aggressive strategy. Assumption 3 is supported by this result.

(2)  herfindahl*institution_own

According to column (2) of Table 3, we find that market competition (herfindahl) strengthens the positive relationship between
institution_own and strategy aggressiveness. Hence, it means that more competition makes the relationship that the change of the
sum of the institutional investors for each company has a positive effect on the aggressiveness of the strategy stronger.
Assumption 3 is supported by this regression outcome.

(3 herfindahl*institution_own_risky

According to column (3) of table 3, we find that market competition (herfindahl) strengthens the positive relationship between
institution_own_risky strategy aggressiveness. Hence, it means that more competition makes the relationship that the changes in
the sum of the high-risk preference institutional investors for each company have a positive effect on the aggressiveness of the
strategy stronger. Assumption 4 is supported by this regression outcome.

(4) ABS_DisAcc*institution_own

According to column (4) of Table 3, we find that this interaction item (ABS_DisAcc*institution_own) weakens the positive
relationship between institution own and strategy aggressiveness. Hence, it means that the existence of discretionary accrual
makes the relationship that the changes of the sum of the high-risk preference institutional investors for each company have a
positive effect on the aggressiveness of the strategy weaker. Assumption 5 is supported by this regression outcome.

(5) ABS DisAcc*institution ownz_risky

According to column (5) of Table 3, we find that this interaction item weakens the positive relationship between
institution_own risky and strategy aggressiveness. Hence, it means that the existence of discretionary accrual makes the
relationship that the changes of the sum of the high-risk preference institutional investors for each company have a positive effect
on the aggressiveness of the strategy weaker. Assumption 5 is supported by this regression outcome.

3). Robustness Test

Table 5 Results of robustness test 3) 4
Lstrategy Pstrategy
institution_own 0.009™
(0.003)
institution_ own h_ 0.001"
(0.000)
BTM -0.182 -0.016
(0.218) (0.013)
InTA 0.436™" 0.034™
(0.110) (0.006)
ROATTM -1.313 -0.122™
(0.867) (0.058)
Leverage 0.037* -0.001
(0.018) (0.001)
salesgrowth -0.000""" -0.000
(0.000) (0.000)
Big4 0.120 -0.004
(0.251) (0.011)
herfindahl 1 -1.356™ -0.069"
(0.595) (0.037)
ABS DisAcc 0.177 0.003
(0.168) (0.011)
financing 0.935™ -0.007

(0.082) (0.005)



age 2417 0.042

(0.479) (0.027)
MA -0.000 -0.001
(0.048) (0.002)
Code &Year fixed effect YES YES
N 15101.000 15345.000
2 0.789 0.473

ar2

Standard errors in parentheses
"p<0.1," p<0.05"" p<0.001

Then, we use the strategy score with a one-year lag (Lstrategy) and the company that has a strategy score larger than 25 which
means aggressive to do the robustness test. We use these two indicators instead of DV to conduct repeated experiments to observe
whether the empirical results change with changing parameter settings.

According to column (3) of Table 5, we can know that after changing DV into Lstrategy which is the strategy for the following
year, the relationship between institution own and Lstrategy is still positive, which means it satisfies the robustness test at a 0.1
significance level.

According to column (4) of Table 5, we can know that after changing DV into Pstrategy which is an aggressive strategy, the
relationship between institution_own_risky and Lstrategy is still positive, which means it satisfies the robustness test at a 0.1
significance level.

4). Endogenous test

Table 6 Results of endogenous test €)) 2)
strategy strategy
institution_own 1.661"
(0.600)
institution own h_ 2.718™
(1.308)
BTM -3.207™ -6.351™
(0.636) (2.0126)
InTA 0.024 0.0996
(0.199) (0.2326)
ROATTM -0.683 -5.6711
(4.292) (7.7600)
Leverage -0.028 0.0028
(0.076) (0.1013)
salesgrowth -0.030 -0.030
%" %"
(0.000) (0.000)
Big4 -0.293 -0.178
(0.454) (0.597)
herfindahl -7.7417 -12.336™
(1.668) (4.235)
ABS DisAcc -6.364™" -10.285™
(1.878) (4.292)
financing 0.686™ 0.657
(0.3306) (0.443)
age -3.606™ -7.745™
(1.112) (3.429)

MA 1.115™ 2.306™



(0.329) (0.915)

_cons 29.640™" 43177
(7.839) (16.662)

N 13252.000 13436.000

12

ar2

When considering the relationship between independent and dependent variables, we consider that the relationship between
strategy and shareholder ownership is not purely a direct influence on each other, but is influenced by many other factors. Even
though we have selected 11 factors that we believe will have an impact on strategy as control variables, we believe that there may
still be endogeneity problems due to omitted variables. At the same time, we believe that strategic and shareholder ownership can
also lead to mutually causal problems. Because aggressive institutional investors may cause the companies they invest in to have
aggressive strategies, at the same time companies with more aggressive strategies may also be more likely to attract aggressive
institutional investors. So we decide to use the instrumental variable method to test and solve the problems caused by endogeneity.
According to Jiang, Zheng, and Wang (2021), Fu and Qin (2021), and Li and Selvam (2021), we decide to use "whether the listed
company is in the CSI 300" as an instrumental variable. Table 6 shows the regression results of the test after considering the
possible endogeneity problems between the independent variable and dependent variable. The coefficient of institution _own and
institution_own_risky in the above two tests is positive, which means that the institutional shareholding interest (changing of
institutional shareholding and changing of high-risk institutional shareholding) has a positive relationship with the aggressiveness
of invested company’s strategy, which is completely consistent with the previous results.

4. Conclusion and Implication

Overall, this article focuses on the relationship between dynamic institutional shareholder ownership and invested company
strategy. We have mainly drawn the following conclusions: (1) the change of institutional shareholding has a positive relationship
with the aggressiveness of invested company strategy; (2) the change of high-risk institutional shareholding has a stronger positive
relationship with the aggressiveness of invested company strategy. These two main results prove that the hypotheses are true.
Based on the main results, we also introduce the interaction item, which proves that fierce market competition will enhance the
positive relationship between the independent variable and dependent variable. Also, the existence of discretionary accrual will
weaken the positive relationship. Our result is relatively reliable since it survives the robustness test and endogenous test.

In the practical world, we find that model technology and crawler technology are powerful methods to study the research. It
can facilitate data solving and analysis to generate more accurate results. And fintech technology can facilitate the invetsment
decision making in different aspects in real business world. Our article's implication can also be used to help investors to select
suitable invested companies. Institutional investors can know what kind of company can be benefited more from for their
shareholder ownership based on its nature and characteristics. They can find out what kind of company can bring them the highest
profit and make good use of their different resources such as human and industry resources by comparing our results. Firms that
need investment can maximize their benefits from investment by finding what kind of institutional investors can add more value
to them. By using our outcome, firms might be able to find investors that can shed new light on their life instead of only getting
funds from them. Therefore, both parties can find optimal matches by finding the most suitable investors and firms.

Our research is based on the searching of the relationship between the institutional investor’s shareholding and the invested
company’s strategy. Nonetheless, we still have interest in whether the changing of shareholding is a form of shareholder activism.
If there is an opportunity in the future to conduct a more in-depth study of the deeper meaning of shareholder ownership ratio, or
if other researchers are interested in this aspect, shareholder ownership ratio and shareholder activism will be a good direction.
Our research can also provide good theoretical and data support for activism-related studies.
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Resource Integration, Managerial Ties and Innovation: The Case of Emerging Market

Export Ventures

INTRODUCTION

Exporting has become one of the most popular ways for firms to engage in international
markets (e.g., Chung, Yen, & Wang, 2019; Leonidou & Katsikeas, 2010). Hence, a
comprehensive understanding of exporting from emerging markets to foreign host markets is
much needed by academics, managers and policymakers (e.g., Burgess & Steenkamp, 2006;
Cavusgil & Zou, 1994; Morgan, Katsikeas, & Vorhies, 2012; Sousa, Ruzo, & Losada, 2010).
It has been noted that innovation plays a key role in export ventures in improving their quality,
reducing their cost of production, and gaining a competitive advantage in the global
marketplace (Bruns & Stalker, 1961; Damanpour, 1991). Extant research from resource-
advantage theory (Gummesson & Mele, 2010; Hunt & Morgan, 1995; Hunt, Arnett,
Madhavaram, 2006) and knowledge-based theory (Grant, 1996) suggests that a firm’s ability
to integrate various resources and knowledge can influence the firm’s innovation (Grant, 1996;
Liebeskind, 1996; Nonaka, 1994). Moreover, research also suggests that resources and
knowledge drive innovation. Therefore, a firm’s innovation could be an outcome of integrating
various resources and knowledge. Likewise, according to Khanna and Palepu (2000),
emerging market export ventures face poorly functioning capital, labour, information markets,
and other resources compared to firms from developed markets. Given the resource constraints,
many emerging market export ventures have to rely on their social networks (Chung & Kuo,
2018; Chung, Wang, & Huang, 2012; Peng & Luo, 2000; Zhou, Wu, & Luo, 2007) and tap into
varied resources in order to improve their competitiveness. When exporting to other foreign
host markets, emerging market export ventures need to build up their strategic resources and
innovate their products, systems, and administration (Chung, Yen, & Wang, 2019) to maintain

their competitive advantage in their exporting activities.



In line with the theorisation of export ventures’ international expansion as a process of resource
configuration through networking strategies (Ellis, 2000; Harris & Wheeler, 2005; Zhou, Wu,
& Luo, 2007), I postulate a moderating mechanism of managerial ties underlying the
relationship between firms’ resource integration and innovation. I draw on the resource-
advantage (Gummesson & Mele, 2010; Mele, Spena, & Colurcio, 2010) and knowledge-based
(Hunt, Arnett, & Madhavaram, 2006; Hunt & Morgan, 1995) view of resource integration, and
managerial ties literature to derive a novel conceptualisation of innovation implications of
emerging market export ventures. The conceptualisation is depicted in Figure 1.
CONCEPTUAL FRAMEWORK AND RESEARCH PROPOSITIONS

The influence of resource integration on export venture innovation

Studies on export management suggest that resource integration can positively affect the export
venture innovation of emerging market firms (Barki & Pinsonneault, 2005; Gummesson &
Mele, 2010; Mele, Spena, & Colurcio, 2010; Storbacka, 2019; Wang & Ma, 2018). Resource
integration refers to the process and forms of interaction and collaboration by integrating
different resources such as knowledge, skills, financial, legal, informational and relational
(Findsrud, Tronvoll, & Edvardsson, 2018; Gummesson & Mele, 2010; Hunt, Arnett,
Madhavaram, 2006). By interacting with other members of the network, emerging market
export ventures can access money, technology, and both tangible and nontangible resources
(Hunt, Arnett, & Madhavaram 2006). Through the transferring process, emerging market
export ventures will be able to analyse, evaluate, and select the proper knowledge and resources
to fit their strategic purpose. Hence, transferring and sharing resources shapes export ventures’
social capital, which becomes a source for resource integration. In sum, the resource
transferring process can lead to a product, process, and administrative innovation for emerging

market export ventures.



P1: Resource integration has a positive effect on emerging market export ventures’
innovation in the host market.
Resource integration, home market ties and export venture innovation
Extant social networking literature suggests that home market ties can enhance resource
integration in emerging market export ventures’ innovation (Adler & Kwon, 2002; Chen & Wu,
2011; Chung, 2012; Chung & Kuo, 2018). They argue that home market ties are vital for
emerging export ventures to identify market opportunities and obtain new knowledge of
foreign host market opportunities. According to these studies, a close relationship/network with
home market business ties means that emerging market export ventures can better integrate
their resources and knowledge for their export marketing strategy and administrative system.
Collectively, I propose that home market business ties can positively moderate the effect of
resource integration on emerging market export venture innovation.
P2: Home market ties positively moderate the effect of resource integration on emerging
market export ventures’ innovation in the host market.
Resource integration, intrafirm ties (ties with internal department heads) and emerging market
export venture innovation
Studies on social capital theory suggest that intrafirm ties can positively moderate resource
integration and emerging market export venture innovation links (Lester, 2013; Tsai & Ghoshal,
1998). Extant literature suggests that trust can be built through positive intrafirm ties. Such
trust relationships built from intrafirm ties can enhance cooperative activities among
departments. Integration of knowledge and resources will drive new ways of exchanging and
combining resources. Tsai and Ghoshal (1998) posited that this trust relationship among

department heads could stimulate product innovation.



P3: Ties among the internal department heads (i.e., Intrafirm ties) positively moderate the
effect of resource integration on emerging market export ventures’ innovation in the host
market.
Resource integration, host market business ties and emerging market export venture innovation
A strong connection with host market business ties can provide an excellent opportunity for
emerging market export ventures to overcome the liability of foreignness. According to Zou
and Cavusgil (2002) and Yang, Su, and Fam (2012), the liability of foreignness means
additional costs when operating in a foreign host market. To overcome the liability of
foreignness, emerging market export ventures can build strong business ties with the host
market business institutions because such business ties can enhance emerging market export
ventures to gain local knowledge, share learning and exchange resources (Chung, 2012; Chung
& Kuo, 2018; Wang & Chung, 2020). This knowledge gaining, sharing, and resource exchange
will enable emerging market export ventures to better integrate their firms’ resources for the
host market. Subsequently, this will enhance emerging market export ventures’ innovation (e.g.,
product innovation or process innovation) in the context of emerging market export ventures.
P4: Host market business ties positively moderate the effect of resource integration on
emerging market export ventures’ innovation in the host market.
Resource integration, host market political ties and emerging market export venture innovation
Extant literature suggests that host market political ties can negatively moderate the effect of
resource integration on emerging market export venture performance in the context of
emerging market export ventures (Chung et al., 2016; Gu, Hung, & Tse, 2008; Sheng, Zhou,
& Li, 2011). Li, Zhou, and Shao (2009) suggested that a high level of dependence on host
market political ties might demotivate emerging market export ventures from being more

innovative in their operations.



Moreover, previous studies on political ties also reveal that a strong connection with host
market political ties might negatively impact the hiring quality of employees (Barney, 1991;
Chung et al., 2016). A lack of fully qualified staff can be a detriment to the internal management
capacity (Nahapiet & Ghoshal, 1998). Without fully qualified staff, emerging market export
ventures cannot successfully integrate resources (Li, Poppo, & Zhou, 2008; Luo, Hsu, & Liu,
2008). This will result in poor resource integration. Accordingly, a negative impact on export
ventures’ innovation can result.

P5: Host market political ties negatively moderate the effect of resource integration on

emerging market export ventures’ innovation in the host market.

CONCLUDING REMARKS

Research concerning emerging market export ventures has received wide attention over recent
years. Yet, the research has established inconsistent empirical results. Extant research
concerning emerging market export ventures can benefit from a comprehensive
conceptualisation that captures the complexity of how emerging market export ventures obtain
and integrate resources through their social networks and achieve their firms’ innovation goals
in a foreign host market (Chung et al., 2016; Park & Luo, 2001; Tsai & Ghoshal, 1998; Zhou
et al., 2014; Zhou, Wu, & Luo, 2007). To advance the conceptualisation that is postulated in
this study, an empirical investigation is required. To achieve this, it is crucial to acquire and
assemble data from multiple sources, including multiple respondents, archival data and other

essential information, to fully maximise reliability and triangulate my findings.
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Teaching International Business with Boolean logic

Extended Abstract

International business research offers analysis optimisation when data with a significant explanatory
sample is designed for different purposes. This study, reflected in trivial data of synchronous and
asynchronous elements, employs Boolean logic, a form of algebra where values are used to test
specific conditions with algebraic operations. We use the language of Boolean algebra to build set-
theoretic propositions to help gain a deeper understanding of what poses learning is rooted in
international business teaching and how to distinguish the acquired outcome. The explanation and
elaboration of Boolean logic herein should help clarify this analysis language in teaching international

business.

Keyword: Blended learning, Boolean algebra, higher education institutions, international business

1. Introduction

Higher Education Institutions (HEIs) support the relationship between teaching and learning. The idea
that students are exposed to a range of academic elements (e.g., internationalisation, psychic distance)
makes them assertive in international business (IB) logic of arguments incorporating correct reasoning.
IB research offers analysis optimisation when data has a significant sample designed for education
purposes. This study proves that using a Boolean algebra set-theoretic logic emerging from trivial data
can provide an explanatory analysis in IB research in education. Therefore, this paper aims to explain
the language of Boolean logic can build set-theoretic propositions to help gain a deeper understanding

of what poses learning is rooted in teaching and how to distinguish the acquired outcome.

2. Boolean logic

To analyse the ways of putting elements together resembles a form of logic with an algebraic structure

of propositions (Pierce, 1881). However, verifying propositions is challenging, for many vital concepts



can be disguised in logical clothing (Halmos & Givant, 1998; Lucas, 1995). To overcome this
problem, the language of Boolean logic can enhance the authenticity of propositions by disclosing a

set with many inference forms. In this regard, we propose

Proposition 1. with the language of Boolean algebra, trivial data can offer a deeper understanding in

what/how poses IB learning be rooted in IB teaching.

Corollary 1. the language of Boolean algebra offers a diverse set-theoretic logic in the IB discipline.

Corollary 2. with the language of Boolean algebra, IB teaching and IB learning blended equivalent

elements yield a blended equivalent elements relation.

Logic in Boolean algebra has applications in diverse scientific and non-scientific areas (Givant &
Halmos, 2009; Halmos & Givant, 1998), and thus, it can offer insights into IB teaching. Teaching in
HEISs aligns with the IB discipline, a synchronous and asynchronous academic domain students learn
to identify a range of opportunities, navigate them to achieve results, and manage challenges in a
global context. The relation between synchronous and the asynchronous domain and the difficulty of
discerning what elements make students able to relate to learning corresponds to students' need to
understand what they are doing, why they are doing it, and how to avoid probing discrepancies that

impact their learning (Biggs, 1999; Biggs & Tang, 2011). In this regard, we propose

Proposition 2. when asynchronous elements are on the boundary of the synchronous (blended)
elements this relation increases the distance between teaching and learning on the boundary in the

intersection.

Boolean logic elucidates the synchronous/asynchronous and teaching/learning relation to explain
elements with binary and ternary forms can union, intersect and complement and/or joint, meet and

complement, respectively. In this regard, the study’s corollaries propose



Corollary 3. the language of Boolean algebra explains the IB teaching/learning relation with binary

and ternary forms

Corollary 4. the language of Boolean algebra explains ‘what/how’ IB teaching elements can union,

intersect and complement with 1B learning elements

Corollary 5. the language of Boolean algebra explains ‘what/how’ IB teaching elements can joint,

meet and complement with 1B learning elements

3. Conclusion

In conclusion, this paper clarifies that Boolean logic can explain a relation between teaching and
learning in IB education. Based on this explanation, three propositions and five corollaries are
proposed, which can be extended in future research. The brief description of Boolean logic herein
should be helpful to gain a fresh way of approaching this methodological analysis. Further elaboration

on the insights herein is encouraged.
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Abstract: This paper investigates the effect of OFDI speed on firm innovation quality. Using a dataset of
Chinese high-tech firms, we test the effects of OFDI speed in terms of intensity and diversity. Results reveal
a curvilinear U-shaped relationship, suggesting the costs of OFDI speed eventually outweigh the benefit
after critical levels of intensity and diversity. In addition, we find that a firm’s absorptive capacity during
foreign expansion may have a positive moderating impact on the relationship between OFDI speed and
innovation quality, which suggests that the effect is contingent on the firm’s absorptive capability in dealing

with the complexities inherent in international business.

Keywords: Speed of OFDI; Innovation quality; Absorptive capacity



1. Introduction

With the deepening implementation of Innovation driven development strategy, China’s innovation
output increased year by year, patent filings in 2021 accounted for 45.7% of the world, ranking No.1 in the
world for 10 years, but the fact behind it is that the proportion of patent that can truly commercialized and
the contribution rate to technological progress of scientific and technological achievements are both low. In
the final analysis, it's a matter of inadequate quality of innovation. At the same time, due to the acceleration
of technological innovation and its diffusion, the product life cycle is greatly shortened. More and more
enterprises choose to invest abroad to obtain reverse technology spillover and realize their own technology
innovations(HEAD K & RIES J,2008; Li Mei & Zhu Yun & Li Zhu B0,2020). Under the influence of
"Uppsala model", most scholars have used static thinking to analyze the impact of the degree of foreign
investment on firm innovation, while ignoring the impact of the rate of foreign investment on innovation.
Therefore, their studies cannot explain the fact that firms with the same degree of foreign investment have

different levels of technological innovation.

Taking innovation quality as the research perspective, this paper studies the influence of dynamic changes
of firm’s overseas investment on innovation quality, and tries to explore from the following aspects: (1)
From the perspectives of market scope and resource commitment level, the post-entry speed of forein
investment is divided into the speed of intensity and diversity to explore the respective influence of two-
dimensional OFDI speed on innovation quality of Chinese high-tech enterprises. (2) reveal how the
absorption capacity moderate the relationship of dynamic expansion process of foreign investment and

innovation quality; (3) conduct heterogeneity test according to regions and ownership.



2. Main Body
2.1. Main text

2.1.1. Theoretical background and hypotheses

The intensity of OFDI refers to the commitment and input degree of resources of enterprises in the same
overseas market. The greater intensity of OFDI is, the deeper firms embed in the host country's market. In
the early stage, setting up more overseas subsidiaries made firm have great access to cutting-edge
technology and local market demand. The subsidiaries can make high-quality achievement and feed back
to the parent company through knowledge spillover by imitation innovation activities (Liu Sukun & Wang
Le & He Wentao et al., 2022). But if OFDI intensity accelerates, the diseconomies of time compression
began to emerge, which would result in the reduction of the quality of firm innovation because of many
reasons, such as s unreasonable resource allocation, policy suppression of the host country and decision-
making errors. This leads us to present the following hypothesis:

Hypothesis 1. There is an inverted U-shaped relationship between OFDI speed of intensity and
innovation quality.

The diversity of OFDI refers to the geographical diversity of overseas markets selected by firms. The
geographical diversity of overseas markets would increases the opportunities to acquire differentiated
cutting-edge knowledge and technology(Kim W C &Hwang P & Burgers W P, 1993), which help improve
firm’s ability to learn, absorb and integrate heterogeneous knowledge. But likewise, as geographic
expansion accelerates, firm’s innovation would also be limited by the diseconomies of time compression
and the complexity of international market expansion. This leads us to present the following hypothesis:

Hypothesis 2. There is an inverted U-shaped relationship between OFDI speed of diversity and
innovation quality.

From the perspective of OFDI intensity, the knowledge firms can get all from the specific host country,
so absorptive capacity is reflected in the degree of master and applicate specific knowledge. At the beginning,

the increasing absorptive capacity enables numerous subsidiaries in the same market to cooperate efficiently



to integrate foreign advanced technical knowledge to back to the parent company faster(Chen V Z & Jing
L & Shapiro D M, 2012). However, the rapid growth of absorptive capacity would induce host country's
policy suppression and competitors' knowledge blockade, which will degrade the quality of innovation
instead. This leads us to present the following hypothesis:

Hypothesis 3. Absorptive capacity positively moderates the effect of OFDI speed of intensity on
innovation quality, and can delay the negative effect caused by gradual OFDI intensity acceleration to some
extent.

From the perspective of OFDI diversity, as OFDI is scattered in different countries, different host
countries require subsidiaries to learn, integrate and apply heterogenous knowledge, reducing the
dependence on specific knowledge and experience. It would be more difficult to rapidly integrate knowledge
and experience, so the positive and negative effects of absorptive capacity would be weakened, and the
adjustment of innovation quality would be limited.

Hypothesis 4. Absorption capacity positively moderates the effect of OFDI speed of diversity on

innovation quality, but the moderating effect is limited.

2.1.2. Methods and results

As for the indicators selection, Citation-weighted patents is used to indicate innovation quality, and the
number of overseas subsidiaries and overseas markets is combined with the "time" dimension to represent
the OFDI speed of intensity and diversity. The R&D investment intensity is used to indicate absorption
capacity, and age, size, type, market competition, government subsidy et al. are added to the model as the
control variables. The empirical sample includes 5570 observations from 1143 enterprises. Since the years
of initial foreign investment are different, the data are unbalanced panel data. After the Hausman model test,
the value of p is zero, that is, the original hypothesis is rejected, so the two-way fixed effect model is selected
to control the industry and annual effects for estimation.

We show the panel-data analysis results of our regression model in Table 1, model2 and 4 meet the three

conditions for testing the inverted U shape proposed by Lind & Mehlum(Lind J T & Mehlum H. , 2010),



which support Hypothesis 1a and 1b. Fig.2 illustrates the impact of OFDI speed of diversity on innovation
quality is larger than the impact of OFDI speed of intensity and the OFDI speed of diversity reaches the
inflection point earlier. Besides, we add the interactions with absorptive capacity in the Model 3 and 5. The

result support the Hypothesis 2a, but reject Hypothesis 2b.

2.2. Tables and Figures

2.2.1. Tables

Table 1 Results of regression analysis on Citation-weighted patents.
Conrol variables | OFDI speed of intensity | OFDI speed of diversit

Variables ) @) 3) @) 5)
InCWP InCWP InCWP InCWP InCWP
A -0.069" 0.013 0.028 -0.004 0.050
e (-1.90) (-0.35) 0.73) (-0.10) (1.26)
Sire 0.214™ 0.355" 0.364"" 0.355" 0.363"
(18.36) (20.94) (21.18) (21.04) (21.25)
Me 0239 -0.381 -0.599" -0.389 -0.606™
(-12.15) (-1.46) (-1.93) (-1.48) (-1.98)
G -0.028" -0.039" -0.001 0.041" -0.001
S (-1.79) (-1.67) (-0.04) (-1.76) (-0.05)
0.543" 1.191° 0.436" 1.184™ 0.372"
RoaB
(3.62) (5.93) (2.07) (5.81) (1.74)
20.019™ | -0.014™
TSpeed 12 (-4.19) (-3.10)
0.101"" 0.055"
TSpeed_I (3.49) (1.96)
20.029" | -0.164"™
TSpeed D2 (-2.29) (-4.24)

TSpeed D 0.120 0.330

(2.67) (3.94)
-0.006™"
®
TSpeed I12*AC (-4.45)
0.042""
*
TSpeed I*AC 451
-0.023
®
TSpeed_D2*AC (-1.54)
0.082"
®
TSpeed D*AC (2.46)
0.050"" 0.050™"
AC (8.97) (8.88)
cons -3.133™ -5.813"™" -5.269™" -5.802"" -5.353"
- (-13.68) (-4.63) (-3.58) (-4.60) (-3.68)
Insudtry No Yes Yes Yes Yes
year No Yes Yes Yes Yes
N 5381 3509 3404 3509 3404
adj. R* 0.306 0.335 0.304 0.335

¢ statistics in parentheses, p < 0.1, p <0.05, p <0.01



2.2.2. Figures
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Figure 1 The inverted U-shaped relationship between OFDI Speed and innovation Quality.
Figure 2 Moderating effect of absorptive capacity on the relationship between OFDI speed and innovation

quality in intensity

3. Conclusion

Our study reveal a curvilinear U-shaped relationship between firm’s OFDI speed and its innovation
quality. Initially, knowledge spillover and imitation innovation activities positively influence innovation
quality as OFDI speed of intensity and diversity increase. But when OFDI speed of intensity and diversity
arrive a certain extent, the costs of OFDI acceleration eventually outweigh the benefits and thus result in
the curvilinear. By comparing the curvilinear, we find that the impact of OFDI speed of diversity on
innovation quality is larger than the impact of OFDI speed of intensity and reaches the inflection point
earlier. Meanwhile, absorptive capacity plays a positive moderating role between OFDI speed of intensity
and innovation quality but is ineffective between OFDI speed of diversity and innovation quality. We infer
that OFDI speed of diversity may increase the difficulty of learning, absorbing and integrating knowledge,

so the positive and negative effects of absorptive capacity are weakened.
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Expatriates’ Happiness During the Covid-19 Pandemic

Abstract

How will expatriates’ happiness change during the COVID-19 pandemic? This paper uses semi-

structured interviews with 20 expatriate employees to find out how they feel when expatriating during

the epidemic. Although studies have shown that culture clashes and family factors contribute to

discomfort in expatriate work, the results show that employees are happier during their assignments, but

their concerns about their future careers remain. This provides insights into the management of

expatriate assignments, as companies can provide better job security for expatriate employees so that

they are fully committed to their assignments.

Keywords: Expatriate Management, Happiness, COVID-19

1. Introduction

COVID-19 was first identified in 2019 and in the three years since, its impact has spread across all

continents, causing more than half a billion infections (WHO, 2022). While the epidemic has had some

impact on internationalization, economic globalization remains a major trend in the world. Human

capital is an organization’s most valuable asset (Harsh and Prasad, 2020) and occupies an important

place in business management. The expatriation of employees is an important way for multinational

companies to achieve internationalization. Although a significant number of companies encourage or

require employees to work from home due to the impact of the epidemic (Gartner, 2020), employee

expatriation is still inevitable. Much of the existing research focuses on the issues and challenges faced

by expatriate employees from cultural conflicts and family. This paper will use interviews to gain insight

into the happiness and concerns of expatriate employees in the context of the epidemic and provide

insights into how to improve expatriate management.



2. Literature review and framework

There is a large volume of published research focusing on the impact of cultural differences and family

factors imposed on expatriates. Cultural conflicts are mainly reflected in communication issues, such as

language barriers, communication styles, and power distance. When expatriates first arrive on site,

misunderstandings caused by language barriers can have a negative impact on interactions with local

staff (Sylwia and Doris, 2021). Hofford's power distance theory states that with different cultures,

countries have different power distances. Inconsistencies in perceived power distance between

supervisors and subordinates can lead to misunderstandings and reduced productivity (Richard et al,

2022). In addition to this, cultural maladjustment may lead to poor performance and even early

termination of assignments, affecting the operation of the company (Bonache et al, 2020).

Family factors refer to the support and influence of spouses and other family members on the expatriate

(Hutchings, 2021). Studies have shown that family factors significantly influence the willingness to

accept an assignment (Brown, 2008), which reflects the fact that the family factor is an important factor

in determining the success of an expatriate assignment. For those expatriates whose families remain in

their home country, they will face conflicts between work and family. Due to time and space constraints,

expatriates may not be able to balance work and family, especially if they have young children or older

family members (Hutchings, 2021). If family members are not understanding and supportive, this can

cause emotional stress for expatriates, affecting their mood and performance at work (Cole, 2011). For

expatriates with families, adaptation and communication between family members and the local

community can also have a direct impact on the expatriate's work (Sarkiunaite & Rocke, 2015).

Happiness is the state of feeling good or expressing pleasure, also known as satisfaction with life, and

is a subjective thing that varies from person to person (Moussa & Ali, 2022). Therefore, the questions



related to an individual's happiness may refer to his/her satisfaction with life, income, health, area of

residence, etc. (Bérenger and Silber, 2022). There has been much literature on individual sense of

happiness. Despite the maturity of the research on happiness, a comprehensive one on the happiness of

expatriate employees has not been conducted.

3. Method and Results

This paper uses a qualitative research approach to understand the concerns and happiness faced by

expatriates and two rounds of interviews using semi-structured interviews. Through random sampling,

three employees who were posted to different countries participated in the in-depth interviews. Due to

time and space constraints, the interviews were conducted by means of an internet phone call. The pre-

determined questions related to their apprehensions and feelings about work and life from the very

beginning when they were assigned to work on-site and how they adapted.

Interviews revealed that expatriate employees are satisfied with their work and life when they are in

residence. In terms of cultural differences, they take the initiative to understand the cultural and language

differences prior to the assignment to minimize the possibility of cultural differences causing

unhappiness. Furthermore, a significant number of expatriates are small language translators who have

a good understanding of the foreign culture and are eager to apply what they have learned in their

working lives to further improve their language skills. Han, a French major on assignment to the DRC,

says he has been studying in China and has been working in French-related jobs since graduating from

university, he is eager to have the opportunity to experience the culture of the French-speaking area.

Additionally, the pressure of working in China is so great that he says he prefers his current job as an

expatriate. Shang, who is on an expat assignment to Panama, expressed a similar view that there is too

much competitive pressure and frequent overtime in China, while expat assignment is a good way to



balance work and life, and that over-pressing employees is against local union rules and is illegal there.

Expatriate work, therefore, helps them to get a work-life balance. Furthermore, Shang also says that

expatriate pay is higher, roughly four to five times that of similar jobs at home, but the expenses are

lower, the financial pressure is less and you can leave a lot of savings over the years. In addition to over-

working and financial pressure, Carlos said that although he is now in Kenya, technology has not stopped

him from communicating with his family, even though there are time differences, he does communicate

with them by video phone in his free time.

Nowadays, the world is in the grip of an epidemic, but vaccinations are widely available which reduce

lethality, so there is no need to worry too much. Although they have a strong sense of well-being in

expatriate work, they also express concern for their professional future. If they return to work in their

home country after many years, it will be difficult to earn the same salary as when they were expatriates

and the lack of synchronization of development between countries may make them uncompetitive in the

face of younger job seekers. Multiple thoughts about the future are a major source of worry.



Table 1 Background information of interviewed respondents

Number Gender Bi‘c]:;::::d Location Occupation | Number Gender BE(::;:::::d Location Occupation
1 Male Undergraduate Africa Sales 11 Male Undergraduate South America Sales
2 Female Undergraduate Africa Translator 12 Male Undergraduate Africa Engineer
3 Female Undergraduate Africa Translator 13 Male Undergraduate Africa Translator
4 Female Master South America  Translator 14 Male Undergraduate Africa Translator
5 Male Junior college Africa Translator 15 Female Master South America  Translator
6 Female Undergraduate Asia Translator 16 Male Undergraduate Asia Translator
7 Male Undergraduate Africa Sales 17 Male Undergraduate Africa Sales
8 Male Undergraduate Asia Translator 18 Female Undergraduate Africa Sales
9 Male Master South America  Translator 19 Male Undergraduate Africa Engineer
10 Male Undergraduate Africa Sales 20 Male Undergraduate Africa Translator

Table 2 Semi-structured Questions

Interview target

Questions

(D
2
)
“4)

Expatriate

employees 5)

(6)

()

Sociodemographic information

Why did you choose to work on assignment?

What were your main worries before you arrived?

What are some of the more uncomfortable aspects of being in a

new working or living environment?

How does it feel to get along with colleagues or leaders from

other countries?

How do you feel about your workplace compared to your home

country?

Considerations for the future

4. Discussion & Conclusion

This paper uses interviews to understand the happiness of expatriate employees in their working lives

during the epidemic and finds that while happiness is higher when on the assignment, their confusion

about future career plans causes them to feel worried. Although the epidemic has deepened the world's

isolation, technological advances have compensated for this. Therefore, to make employees more fully

engaged in their assignments and to allay their concerns, multinational companies can provide them

with additional assignment security and a reasonable career arrangement when they return home from

their residency after many years. Most of the respondents in this study were translators or salespeople,

a relatively homogeneous occupational group, and future research will investigate the thoughts of



expatriate employees from different industrial backgrounds more broadly.

(8]

(9]
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Abstract

Online community is regarded as an essential element of Web 2.0 where individuals bring in their
knowledge and share ideas. Previous studies on the potential drivers of community members'
knowledge-sharing intention placed a great emphasis on either individual or the community, while
ignoring the synergistic effects exerted by both of them. Drawing upon P-E fit theory and ASA
framework, this study explores the effect of community culture and members’ personality traits on
perceived P-E fit, as well as the impacts of culture, personality and fit perception on members’

knowledge-sharing intention. The preliminary result of pilot study is discussed.

Keyword: Online community, Knowledge sharing, Community culture, Personality traits, P-E fit

1. Introduction

Online community (OC) describes a group of people with a common interest or a shared purpose, who
uses computer systems to support and mediate social interaction and facilitate a sense of togetherness
(Preece, 2000). As an essential element to achieve the network effect of Web 2.0, OC promotes the
creativity and quality of members’ contributions (Mladenow, Bauer, & Strauss, 2014). However,
organizing and maintaining an OC is not an easy task (Butler, 2001). The exchange processes among
community members are not based on formal contracts but on relational contracts, in the form of trust,
shared norms and values, as well as general reciprocity (Demil & Lecocq, 2006; O’Mahony & Ferraro,
2007). In addition, due to the nature of “openness” and “voluntary participation” of OCs, about 68%
of newcomers are reported to leave that community after their first participation (Ren et al., 2012;
Shen, Li, Sun, & Zhou, 2018). Since OCs benefit from the principle that active participants bring in

their knowledge and share ideas (Mladenow et al., 2014: 77), it is necessary to identify the potential



drivers of community members' knowledge-sharing intention (Liao, Huang, & Xiao, 2017). While
previous studies shed light on the members’ motivational drivers from individual level and community
level (eg, Preece, 2000; Muniz & O’Guinn, 2001; Fiiller, Matzler, & Hoppe, 2008), most of them

ignored the synergistic effects exerted by both community and individual (Shen et al., 2018).

The present paper seeks to explore the determinants of community members’ knowledge-sharing
intention from both individual and community perspectives. Based on Person-Environment (P-E) fit
theory and Attraction-Selection-Attrition (ASA) framework, this study assumes that the characteristics
of the community founder and early members contribute to the formation of community culture
(Schneider, Goldstiein, & Smith, 1995). Community culture then determines the types of people who
are attracted to, are selected by, and stay with the community. People choose to stay and contribute
when they perceive fit with the community and vice versa. In this regard, I propose that knowledge
sharing in OCs is largely influenced by community culture, individual’s personality and the P-E fit.
Thus, this paper initially defines and investigates community culture in several OCs. It then analyzes
the impacts of community culture, personality traits and perceived P-E fit on community member’s
knowledge-sharing intention. In addition, evidence shows that personality traits can affect individuals’
values, cultural preferences and the likelihood of fit perception (Judge & Cable, 1997; Piasentin &
Chapman,2006), which helps to explain why people react differently in the same situation (Nguyen,
2021). Given the significance of individual differences, this paper further examines the influence of

various types of personality-culture interactions on P-E fit perception.

2. Literature Review

2.1. Community culture

Organizational culture research has been developed from five perspectives: values, stories, frames,
toolkits, and categories (Giorgi, Lockwood, & Glynn, 2015). Among them, the conceptualization of
culture as values is the best known and well examined (Rohan, 2000; Vaisey, 2009; Glynn, Giorgi, &
Lockwood, 2012). In this perspective, culture is often considered as a "web of meanings" that guides

and constrains thoughts and actions (Geertz, 1973; Lamont & Small, 2008; Giorgi et al., 2015). Schein



(1985) claimed that culture contains three levels: visible artifacts, espoused value, and the invisible
beliefs and assumptions. Notably, Alavi, Kayworth, & Leidner (2005) suggested that the majority of
prior research aimed at exploring the linkage between culture and social group’s behaviors and actions
were based on values-based theories of culture. Although a few studies have confirmed the existence
of shared norms and beliefs among community members as well as several types of community
climates (e.g., O’Mahony & Ferraro, 2007; Zhao, 2019), evidence about the existence and impacts of
community culture is still scant. Thus, this study defines community culture as “the shared values

among community members”.

Meanwhile, culture is regarded as the most important enabler of the management and transfer of
knowledge (Wei & Miraglia, 2017). Cultural values such as high levels of openness, trust, and
teamwork could promote knowledge sharing behavior. On the other hand, apprehension, formal
controls, and an emphasis on individual performance, are known as “bad” values that lead to
dysfunctional sharing behavior (Christ, Sedatole, Towry, & Thomas, 2008). However, in contrast to
traditional organizations, knowledge-sharing behavior in OC is generally carried out by individuals.
As a result, what is considered "bad" in traditional organizations, such as the emphasis on individual
performance, may actually promote willingness to share in OCs. Considering that there is still a lack
of detailed analysis that outlines specific types of values and how these values combined with
individual relates to knowledge sharing (Alavi et al., 2005), I adopt Organizational Cultural Profile
(OCP) which includes 7 aspects of cultural values to examine the effects of community culture. Each
online community has its unique community culture, and the impact of different kinds of community

culture on member’s knowledge-sharing intention varies.

HI: (a) Competitive culture has a negative effect on member’s knowledge-sharing intention. (b)
Social responsive culture, (c) supportive culture, (d) innovative culture, (e) emphasis-on-rewards
culture, (f) performance-oriented culture and (g) stable culture have positive influence on

knowledge-sharing intention.

2.2. P-Efit



P-E fit refers to the degree of congruence between individual and environmental attributes (Caplan,
1987). It examines the joint influence of individual and environmental factors on human attitude and
behavior (Kristof-Brown et al., 2005). When a fit exists between people and their environment, people
are encouraged to develop pro-social attitude and behavior (Astakhova, 2016; Shen et al., 2018).
Through the years, P-E fit has been quantified by objective approaches that compare measurements of
person attributes to environmental attributes, and perceptual approaches that ask individuals to assess
their fit directly (Follmer, Talbot, Kristof-Brown, Astrove, & Billsberry, 2018). Nevertheless, meta-
analytic evidence shows that fit perceptions are more predictive than objective assessments (Kristof-
Brown et al., 2005). In line with the previous research, I propose that when community members
perceive fit with community culture (values), they tend to continuously use that community and share

knowledge.

H2: Community member’s perception of person-environment fit positively affects knowledge-

sharing intention.

2.3. Personality

The Big Five model has been widely used to investigate knowledge sharing in traditional
organizations (Matzler, Renzl, Miiller, Herting, & Mooradian, 2008). It consists of five personality
traits: extraversion, neuroticism, openness to experience (or intellect), agreeableness and
conscientiousness. Mooradian, Renzl, & Matzler (2006) suggested that individuals with relatively
stable personality profiles, such as high in agreeableness, and conscientiousness, are more likely to
share their knowledge with others. Wang & Yang (2007) found a positive relationship between
extraversion and knowledge-sharing intention. Furthermore, Matzler et al. (2011) indicated that open
individuals with more curiosity develop more expertise, and they are more engaged in contributing
knowledge. In contrast, highly neurotic traits could lower people’s capacity to articulate and
comprehend knowledge (Ahmad & Karim, 2019). Consistent with these predictions, I propose that
extraversion, agreeableness, conscientiousness, and openness to experience positively influence

community member’s willingness to contribute, while neuroticism has an opposite effect.



H3: (a) Agreeableness, (b) conscientiousness, (c) extraversion and (d) openness to experience
are positively related to member’s knowledge-sharing intention. (e) Neuroticism has a negative

impact on knowledge-sharing intention.

Moreover, Judge & Cable (1997) argued that people prefer organizational cultures that complement
their personalities and values. Specifically, agreeable people are usually altruistic and cooperative who
value supportive culture and avoid conflicts (Costa & McCrae, 1992). Conscientious individuals who
are orderly, ambitious and achievement-oriented should be attracted to performance-oriented culture.
Extraverts seek sociable and competitive environments while despising supportiveness. Neurotic
people who favor stability and security are less likely to be lured to innovative culture. People with a
high level of openness, on the other hand, prefer innovative culture with few constraints and
regulations. Also, Piasentin & Chapman (2006) claimed that people high in openness are more likely
than conventional ones to perceive fit with their organizations. Taken together, I propose that
generally, agreeableness, extraversion and openness to experience promote the perception of fit, while
neuroticism and conscientiousness have the opposite effect. Community members tend to perceive fit

when the certain community culture is consistent with their personalities.

HA4: (a) Agreeableness, (b) extraversion and (c) openness to experience promote the perception

of fit, whilst (d) conscientiousness and (e) neuroticism impede the fit perception.

H5: Community members who are high in agreeableness are more likely to perceive fit in (a)
supportive and (b) social responsive cultures and less likely to perceive fit in (b) competitive

culture.

H6: Community members who are high in conscientiousness are more likely to perceive fit in (a)
emphasis-on-rewards, (b) performance-oriented and (c) stable cultures and less likely to

perceive fit in (d) innovative culture.

H7: Community members who are high in extraversion are more likely to perceive fit in (a)

competitive and (b) social responsive cultures and less likely to perceive fit in (c) supportive



culture.

HS8: Community members who are high in openness to experience are more likely to perceive fit

in (a) innovative culture and less likely to perceive fit in (b) stable culture.

HY9: Community members who are high in neuroticism are more likely to perceive fit in (a) stable

and (b) supportive cultures and less likely to perceive fit in (c) innovative culture.

3. Methodology
3.1. Pilot study

The Pilot study is designed to examine the validity of measurement scales. It consisted of two online
questionnaires on the topics of "OC I currently use most often" and "OC I used most often before but
have quit". A total of 200 respondents from China were recruited to answer the following questions
based on the OC they envisioned: perceived community culture employing Organizational Culture
Profile Revised (Sarros, Gray, Densten, & Cooper, 2005), perceived fit using double-barrel questions
of personality and values (Cable & Judge, 1996), continuous knowledge-sharing intention (Ryu, Ho, &
Han, 2003), and personality traits applying BFI-2-S (Soto & John, 2017b). A seven-point Likert scale
was used for all measurement items, with anchors ranging from (1) strongly disagree to (7) strongly
agree. In the survey of "OC I used most often before but have quit", I've set up certain filters to weed
out cases where people left the community due to external circumstances (e.g., friends who stopped
using the OC, network access restrictions, etc.) and only gather the misfits. Based on the results, four
communities from China were chosen as the research subject in the main test. The following selection
criteria were used: (1) a large number of users, (2) community commonality and (3) the possibility to

perform pairwise comparisons.

3.2. Main test

Study1 investigates the community culture of the chosen OCs. First, thousands of conversations in

each community will be crawled at random. The textual information will be analyzed using Linguistic



Inquiry and Word Count (LIWC, Pennebaker, Francis, & Booth, 2001). Results will be classified into

various types of cultural characteristics and summarized as each OC's distinct culture.

Study?2 is an online survey to validate hypotheses. Based on the preliminary results of the pilot study,
the adjusted measurement scales will be employed. Questionnaires will be distributed in the context of
the selected OCs and will be administered separately to those who are active in that community and
those who were active but have dropped out. It is expected that 60-100 responses will be recovered for

each OC.

4. Preliminary Results and Discussion

A preliminary analysis of the pilot study has been completed. Table 1 reports descriptive statistics,
reliabilities and correlations among variables. The reliability of competitive culture and personality
scales are close to or below the recommended 0.7 (Fornell & Larcker, 1981), which calls for the
adjustment. I conduct an explorative factor analysis for the 5-item competitive culture scale. The
rotated component matrix is shown in Table 2, where COM1 and COMS are attributed to one factor
and COM2, COM3 and COM4 are grouped as another (KMO=.74, p<.001). Since OCP was originally
designed to assess culture in traditional organizations, it is necessary to use items more relevant to OC.
As a substitute, I apply the concept of internet aggression. Evidence shows that a competitive
environment encourages internet aggression (Anderson & Morrow, 1995), which is described as “an
overt, intentional act of aggression towards another person online” (Ybarral & Mitchell, 2004: 1308).
The internet aggression in OC has negative impact on community members’ knowledge contribution
(Xu, Xu, & Li, 2016). Therefore, I change COM2 “An emphasis on quality”, COM3 “Being
distinctive”, and COM4 “Being different from others” to “An emphasis on measurable goals (network
traffic, number of followers, number of “like”, etc.)”, “Community members are being aggressive”
and “A lack of formal rules or policies to regulate quarrels between community members”. As for the
personality measurement, I change the 30-item BFI-2-S to 60-item BFI-2 to increase the reliability and

validity (Soto & John, 2017a).



The following four communities were selected for the main test: TikTok (46 of 200 respondents),
Kuaishou (26 respondents), Weibo (26 respondents), and Red Book (25 respondents). All of them are
active communities with a huge number of members in China. The first two are short-form video
hosting communities, while the remaining two are social networking communities. Besides, Weibo
and Kuaishou have a more balanced gender distribution, whereas TikTok and Red Book have more
female members. These distinctions enable me to conduct gender and content comparisons across

communities in the main test.
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Table 1 Descriptive Statistics, Correlations, and Reliabilities

M SD 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18
1 Gender® 0.63 0.48

2 Age 2727 682 -19”

3 Education background 2.67 080 .09 307

4  Duration of Internet usage ~ 4.46 1.16 -17° .14 247

5 Competitive culture 487 1.04 .07 .03 .06 -.06 (.74)

6  Social responsive culture 478 1.19 .04 .01 04 -07 63" (84)

7  Supportive culture 516 099 .16° -02 .03 -08 56" .74 (81)

8  Innovative culture 494 116 .11 -07 -08 -16 65 76" 7717 (87)

9  Emphasis-on-rewards culture 5.04 131 .08 .01 .00 -16 56" 737 727 777 (87

10 Performance-oriented culture 5.02 1.10 .06 -0l -02 -13 69 78" 66~ 80" .76~ (83)

11  Stable culture 469 118 .12 .08 .03 -11 567 76" 71T 757 69T 70 (83)

12 Agreeableness 506 079 237 14 217 -06 207 257 327 247 237 207 267 (64)

13 Conscientiousness 502 08 .13 207 28" -02 14" 197 257 a7t a5t a1 22" T (72)

14  Extraversion 418 101 -19" -04 04 03 15 217 227 227 27 a8t 217 317 337 (76)

15 Neuroticism 359 099 -00 -14" -257 -06 -08 -197 .19 -09 -12 -12 .16 -49" -56" -43" (74)

16 Openness to experience 478 088 .09 .11 A3 04 257 160 217 227 13 16" 197 42" 417 237 -16°  (70)

17 Perceived P-E fit 452 135 09 .14 08 -14 577 767 627 637 65 67 737 327 287 197 217 247 (92)

18 Knowledge-sharing intention 4.60 147 .05 .04 .06 -18 58" 67" 567 .65 66 707 60" 277 217 257 -18" 277 727 (90)

Note. N = 200 Internal consistency reliability estimates (Cronbach's alphas) appear in parentheses along the diagonal.
? Dummy coded: 0 = male, 1 = female.
p <.05."p < 0L



Table2 Rotated Component Matrix®

Component] Component2
COM1 0.416 0.641
COM2 0.770 0.261
COM3 0.859 0.195
COM4 0.799 0.032
COM5 0.020 0.900

Extraction Method: Principal Component Analysis.
Rotation Method: Varimax with Kaiser Normalization.?

2 Rotation converged in 3 iterations.
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Are Firms More Concerned about Analysts’ Earnings Forecasts after the Split-share Structure

Reform? Evidence from China

Extended Abstract

This study attempts to explore whether firms are more concerned about financial analysts’ earnings

forecasts after the Split-share Structure Reform (SSR) in China. The empirical evidence shows that

firms are more likely to fulfill the earnings expectations after the SSR. This goal is achieved by

manipulating the third-quarter earnings to signal downward earnings to the analysts. Collectively, this

study provides a new perspective of regulating the relationship between Chinese listed firms and

financial analysts after the SSR.

Keywords: Capital Structure, Split-share Structure Reform, Analysts’ Earnings Forecasts, Earnings

Management, Earnings Guidance

1. Introduction

The Split-share Structure Reform (SSR) in China converted the shares of controlling shareholders

from non-tradable to tradable, signals a landmark in China’s capital market. Most of the existing

studies focus on the economic consequences of the SSR on firms’ corporate governance, earnings

quality and operating performance (Liao, Liu, & Wang, 2014; Liao, Shen, & Li, 2008), while scholars

pay less attention to how the SSR affects the relationships between enterprises and external third

parties, especially financial analysts. Financial analysts play a crucial role in alleviating information

asymmetry in China's capital market (Gu, Li, & Yang, 2013; He, Xiao, & Zhu, 2013; Li & Xiao,

2015). In this study, we first test whether firms become more inclined to meet or beat analysts'

earnings forecasts after the SSR. Second, we conjecture that firms are motivated to steer analysts’
1/6



earnings forecasts downwards after the SSR because firms want to meet or beat the earnings’ forecasts

more easily. Finally, we assume that manipulate the third quarter's earnings downward is one of the

means to guide analysts to walk their forecasts downwards.

2. Literature Review and Hypotheses Development

Before the SSR, the shares of Chinese listed firms are artificially divided into tradable and non-

tradable according to whether they could be listed and traded freely on the stock exchange. The

Chinese government launched the Split-share Structure Reform in 2005 to float the restricted shares

according to a certain schedule. The impact of the SSR has gradually emerged. Some studies find that

the SSR can significantly enhance the effectiveness of governance mechanisms and reduce agency

costs (Chen, Chen, Schipper, Xu, & Xue, 2012; Hou & Lee, 2014). However, the SSR can improve

disclosure quality only for nonfinancial information due to the high proprietary cost of financial

information (Zhang & Liao, 2010).

Bartov, Givoly, and Hayn (2002) find a valuation premium of meeting analysts’ current earnings

expectations, irrespective of whether the meeting of earnings expectations is genuine or purposely

fulfilled. Since meeting or beating analysts' earnings forecasts becomes dogma in the corporate culture

if the firms suffer a loss in market value, and the top management team will strive to achieve positive

earnings surprises in different ways (Baik & Jiang, 2006; Matsumoto, 2002). With the successful

completion of the SSR, the firm value is gradually unified with the market value. In this case, Chinese

listed firms have greater incentives to increase firm value by meeting or beating analysts’ earnings

expectations. Therefore, we formulate the following hypothesis.

2/6



Hypothesis 1. A firm is more likely to fulfill analysts’ earnings expectations after the SSR.

The extant literature finds that managers take actions to guide analysts’ expectations downward to

avoid negative earnings expectations (Brown & Higgins, 2005; Matsumoto, 2002; Richardson, Teoh,

& Wysocki, 2004). Hamilton, Hirsch, Rasso, and Murthy (2019) also suggested that managers are

more likely to use income-decreasing to convey a pessimistic signal to the analysts to meet or beat

analysts’ earnings forecasts. Therefore, we formulate the following hypothesis.

Hypothesis 2. A firm is more likely to guide analysts’ earnings forecasts downward after the SSR.

Instead of following the opportunistic perspective, Lin, Liu, and Noronha (2016) find that managers

have strong motivations to employ quarterly discretionary accruals as a means of delivering inside

information to external stakeholders. Since quarterly financial statements are not subject to audits in

China, and the third quarter financial statements are the last financial reports publicly available to the

analysts. As such, we formulate the following hypothesis.

Hypothesis 3. Firms show higher intention to manipulate the third quarter earnings management to

guide analysts walk down the earnings expectation after the SSR.

3. Method and Results

3.1 Are firms more likely to meet or beat analysts’ earnings forecasts after the SSR?

We develop the following logistic regression model to test whether firms’ motivation of meeting or

beating analysts’ earnings forecasts increases after the SSR:

MBE = ap+ a;SSR + Control Variables + Year FE + Industry FE + ¢ (1
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Where MBE is the occurrence of meeting or beating earnings expectations, equals to 1 when the
forecast error (Actual EPS minus Forecast EPS) is nonnegative, 0 otherwise. SSR equals to 1 if the
observation period falls after the stock split reform, O otherwise. Consistent with our prediction, the
coefficient on the SSR is positive and significant at the 5% level, indicating that the listed firms are

more likely to meet or beat analysts’ earnings forecasts after the SSR.

3.2 Are firms more likely to guide analysts’ earnings forecasts downward after the SSR?

To test whether the firms are more likely to guide analysts’ earnings forecasts downward after the SSR,

we develop the following model:

DIFF = ap+ 0SSR + Control Variables + Year FE + Industry FE + ¢ 2

Where DIFF is the difference between the last forecasted value of year-firm analyst and the first
forecasted value. Consistent with our prediction, the coefficient on the SSR is negative and significant
at the 1% level, indicating that analysts’ earnings forecasts are usually walked down through the year
after the SSR. The result is similar to the research in US (Heflin, Kross, & Suk, 2016), which found
firms tend to adopt downward management forecasts to create an achievable expectation after the

implementation of Regulation Fair Disclosure.

3.3 How firms guide analysts’ earnings forecasts downward after the SSR?

Before conducting Equation (3), we first test the tendency of firms to manage the earnings downwards
in the third quarter after the SSR!. The Equation (3) is developed to test the relationship between the

extend of earnings management in the third quarter and the earnings level evaluated by the analysts.
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FEPS =09 + 0;SSR + o2 EM 09 + a3sSSR* EM 09 + Control Variables + Year FE + Industry FE + ¢ (3)

Where EM 09 equals to 1 if the discretionary accruals of third quarter are downward, and equals to 0

otherwise. FEPS 30 is the median of the analysts’ earnings forecast values after the third quarter.

EM 09 is the discretionary accruals in the third quarter. Consistent with our prediction, the coefficient

on the SSR is positive and significant at the 10% level, suggesting that the listed firms are more likely

to manage the earnings downwards in the third quarter financial statements after the SSR. The

coefficients of EM (9 and the interaction item (EM_09*SSR) are significantly positive, indicating that

financial analysts are implicitly guided by the firms’ downward discretionary accruals in the third

quarter financial statements, and this effect is more pronounced after the SSR.

4. Discussion

This study suggests that Chinese listed firms are more concerned about financial analysts’ earnings

forecasts after the SSR. This paper extends the literature related to the economic consequences of the

SSR and adds to the literature of forecast walk-down induced by management guidance and the

mechanisms that firms use to meet or beat analysts’ earnings expectations, providing a new

perspective of regulating the relationship between Chinese listed firms and financial analysts after the

SSR. Moreover, the information environment and quality of analyst forecasts are worth discussing for

further study.

References

[1] Baik, B., & Jiang, G. 2006. The use of management forecasts to dampen analysts’
expectations, Journal of Accounting and Public Policy, 25 (5), 531-553.

[2] Bartov, E., Givoly, D., & Hayn, C. 2002. The rewards to meeting or beating earnings
expectations, Journal of Accounting and Economics, 33 (2), 173-204.

5/6



[7]

[16]

Brown, L. D., & Higgins, H. N. 2005. Managers’ forecast guidance of analysts: International
evidence, Journal of Accounting and Public Policy, 24 (4), 280-299.

Chen, Q., Chen, X., Schipper, K., Xu, Y., & Xue, J. 2012. The sensitivity of corporate cash
holdings to corporate governance, The Review of Financial Studies, 25 (12), 3610-3644.

Gu, Z., Li, Z., & Yang, Y. G. 2013. Monitors or predators: The influence of institutional
investors on sell-side analysts, The accounting review, 88 (1), 137-169.

Hamilton, E. L., Hirsch, R. M., Rasso, J. T., & Murthy, U. S. 2019. The effects of a public
indicator of accounting aggressiveness on managers’ financial reporting decisions,
Managerial Auditing Journal, 34 (8), 986-1007.

He, X., Xiao, T., & Zhu, H. 2013. Ownership Structure, Institutional Environment, and the
Economic Consequences of Corporate Social Responsibility Information Disclosure:
Evidence from Analysts’ Earnings Forecasts, China Accounting and Finance Review, 15 (2),
60-130.

Heflin, F., Kross, W. J., & Suk, 1. 2016. Asymmetric effects of regulation FD on management
earnings forecasts, The accounting review, 91 (1), 119-152.

Hou, W., & Lee, E. 2014. Split Share Structure Reform, corporate governance, and the foreign
share discount puzzle in China, The European Journal of Finance, 20 (7-9), 703-727.

Li, X., & Xiao, T. 2015. Are Management Earnings Forecasts Useful for Analyst Forecast
Revisions, Nankai Business Review, 18 (2), 30-38.

Liao, L., Liu, B., & Wang, H. 2014. China’s secondary privatization: Perspectives from the
Split-Share Structure Reform, Journal of Financial Economics, 113 (3), 500-518.

Liao, L., Shen, H., & Li, J. 2008. An Empirical Study of the Split-share Structure Reform and
Corporate Governance, China Industrial Economics, 242 (5), 99-108.

Lin, Z., Liu, M., & Noronha, C. 2016. The Impact of Corporate Governance on Informative
Earnings Management in the Chinese Market, Abacus, 52 (3), 568-609.

Matsumoto, D. A. 2002. Management's incentives to avoid negative earnings surprises, The
accounting review, 77 (3), 483-514.

Richardson, S., Teoh, S. H., & Wysocki, P. D. 2004. The walk - down to beatable analyst
forecasts: The role of equity issuance and insider trading incentives, Contemporary
Accounting Research, 21 (4), 885-924.

Zhang, X., & Liao, L. 2010. Split-Share Structure Reform, Voluntary Disclosure and

Corporate Governance, Economic Research Journal, 45 (4), 28-39.

"' We run the regression EM 09 = oy + a;SSR+ Control Variables + Year FE + Industry FE + ¢, and
obtain the positive coefficient on the SSR at the 10% significance level, suggesting that the listed
firms are more likely to manage the earnings downwards in the third quarter financial statements after
the SSR.

6/6



EE%;‘CE‘K?SZE?UNIVERSITY ‘ %4 SChOOI Of BUSiness

S University of
OF HONG KONG The Hang Seng University of Hong Kong ] Nottingham

A~
UK | CHINA | MALAYSIA

CHAPTER
Asia Pacific

Paper Number: MS0016

The Impact of Trade in Productive Services in the Asia Pacific Region on Regional

Value Chain Participation - From the Perspective of Social Network

Chengrong ZHENG
Shantou University
China



The Impact of Trade in Productive Services in the Asia Pacific Region on Regional

Value Chain Participation

From the Perspective of Social Network

Abstract

This paper selects the data of production services trade and added value of 20 countries
(regions) in the Asia Pacific region from 2007 to 2018, and uses social network analysis to
study the characteristics of production services trade network of countries (regions) in the
Asia Pacific region from three dimensions of network centrality, network connection strength
and network heterogeneity. The research shows that network centrality, network connection
strength and network heterogeneity significantly improve the participation of its regional
value chain, and maintain the above conclusions in the robustness and endogenous tests. At
the same time, the research of this paper also shows that the network heterogeneity improves
the participation of low-income countries in the regional value chain more than high-income
countries. In the mechanism test, it is found that network centrality and network strength only
have an impact on backward participation, while network heterogeneity has a significant
positive impact on forward and backward participation, with a greater impact on forward
participation index. The introduction of new value chain measurement methods in this study
will help improve the accurate measurement of regional value chain and provide development

suggestions for industrial development and regional coordination.

Keywords : Trade network, production and service industry, regional value chain
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Why the World Economy may not Get More Globalization in the Post-pandemic Decade:
Subnational Imported Covid-19 Cases and Foreign Antipathy on Social Media'

Extended Abstract

Premised on the assumption that societal threats affect individual’s self-construal, the study proposes
that de-globalization sentiments would rise among people with greater international exposure such that
globalization paradoxically triggers de-globalization. By investigating a large dataset of social media
posts in 2020 via the deep learning (DL) approach, the study has found that people resident in cities with
more foreign imported COVID-19 cases would express stronger foreign antipathy. Given that the
perception of the pandemic is a mixture of medical remedies and political manipulation, the foreign
antipathy caused by globalization may become weaker when the focal city has better health care
capabilities whereas stronger if the municipal political leader carries stronger ideological

conservativeness.

Keyword: Pandemic, imported COVID-19 cases, foreign antipathy, social media, subnational

contingencies, deep learning

1. Introduction

As the pandemic hits societies at a fragile moment (Wenzel, Stanske, & Lieberman, 2020), the economic
implications and impacts of COVID-19 have become important topics in the management domain
(Alekseev et al., 2021), with particular attention toward the reconfiguration of international trade and
globalization (Verbeke, 2020). Optimists postulate that those turbulences caused by the pandemic are
only marginal and temporal and the global economy will need more globalization that results in net-
efficiency (Contractor, 2022; Verbeke, Coeurderoy, Matt, 2018), where globalization refers to the
increasing economic interdependence across nations (Chase-Dunn, Kawano, & Brewer, 2000; Witt,

2019). However, pessimists counterargue that the pandemic has deteriorated inequalities thus fueled
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protectionism and de-globalization (Ciravegna & Michailova, 2022).

Given that the sustainability of globalization is one fundamental premise of international business (IB)
studies, we engage in an exchange of scholarly conversation with the debate from a different view.
Rather than speculating whether the poor (either workers or countries) triggers opportunities for or
barriers of globalization, we argue that the pandemic fosters more de-globalization sentiments
paradoxically among people who have greater globalization exposure. Premised on the assumption that
the pandemic and other societal threats affect individuals’ self-construal (Galoni, Carpenter, & Rao,
2020), we argue that people in cities with greater international exposure, who suffered most from the
pandemic by foreign imported cases, would express stronger foreign antipathy that may hurt future 1B
interactions, insofar as those blames constitute a conduit to drain away their ontological insecurity
(Campbell et al., 2020). However, they may present heterogeneous attitudes under different
environmental contingencies, such that the institutional situations may affect the effects of international

exposure on foreign antipathy.

China presents an ideal context to attest to the hypothesis. It is a representative outward-oriented
emerging economy with one ruling party but varied international exposures across different regions (Li,
Liu, & Qian, 2019), thus the findings would not be disturbed by any preexisted political partisanship
(Benton et al., 2021). The Chinese government does not take any political stance to foreign countries
either as it is one of the first countries that suffered from the pandemic. While many countries have
adopted the policy of herd immunity, China is one among the few countries that carefully track imported
COVID-19 cases, which provides a perfect data source. Given the broad usage of social media and the
fact that user-generated content (UGC) can precisely capture the societal sentiments under the pandemic
(Gour, Aggarwal, & Kumar, 2022), we traced all Weibo posts (i.e., Chinese Twitter) in 2020 that are
about foreign countries under the pandemic theme across the first, second, and third-tier cities by
checking the latitude and longitude information of the posts. While some may concern about the bias
caused by the potential media censorship in emerging economies like China, few of them would put

restraints on discussions about foreign countries (Rauchfleisch & Schéfer, 2015).
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Invoked on the deep learning (DL) method, we have obtained the extent of negative sentiments toward
foreign countries for each city each month. Based on this comprehensive dataset, we corroborated that
people in cities confronted with more foreign imported COVID-19 cases would express stronger foreign
antipathy, but local health care capabilities would alleviate the concerns and costs caused by imported
cases thus weakening the baseline relationship. However, the effects become stronger when local

politician has stronger ideological conservativeness toward globalization, captured by his or her age.

Overall, the study makes three major contributions. First, this study engages with and extends the
scholarly debates between Contractor (2022) and Ciravegna & Michailova (2022) while introducing a
new mechanism that helps explain the arisen trend of de-globalization while. In addition to the unsettled
influences of inequalities and fragmentation, we unveil that globalization carries both benefits and costs
for local citizens such that they paradoxically become advocators of de-globalization if suffer the most
from the pandemic. This in turn reminds us that the pandemic triggers devastating societal impacts more
than those direct economic turbulences. Second, the findings highlight that the perceived impacts of the
pandemic are a mixture of various environmental influences. Heeding the recent call (Ru et al., 2021),
we document that heterogenous institutional contingencies constitute crucial influencers underlying
different responses to COVID-19 across different regions. In particular, we provide direct evidence that
politicians, due to the ideological imprinting rather than partisanship (cf., Benton et al., 2021), play a
significant role in the discourse of the pandemic. Third, we showcase new ways to handle social media
data. Particularly, we have shown that the integration of techniques like application programming
interface (API), natural language processing (NLP), location-based service (LBS), and DL can generate
fine-grained data that helps predict institutional changes. The approach we have taken may present as

methodological templates for future studies.
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Moving with the Times: Technology Adoption by Service Professionals

Extended Abstract

This study drew on the technology-organization-environment (TOE) model and self-determination
theory (SDT) to investigate how perceived technology competence of the organization and top
management support affect employees’ satisfaction with technology adoption. We found that fulfillment
of employees’ competence and relatedness needs were mediating variables, and that autonomy need
satisfaction had a moderating effect. Quantitative data from 594 professional service workers in UK

were used to test the hypotheses. Qualitative data provided further support for the hypothesized model.

Keywords: Technology adoption, Professional service workers, Technology-organization-environment
model, Self-determination theory
1. Introduction

Technologies are changing how organizations provide services and how employees interact with service
recipients (Moffett et al., 2020; Yadav and Pavlou 2014, 2020). This has special importance within the
professional service sector (Grewal et al., 2020a, 2020b). With key job characteristics such as being
knowledge-intensive, tailoring-oriented, and interactive (Singh, Brady, Arnold, and Brown, 2017),
professional service organizations rely on personnel with high levels of social and analytical skills,
flexibility, and creative thinking to provide personalized and expertise-based services (Singh et al., 2017,

Wirtz et al., 2018).

Professional service organizations are “at an inflection point” (Wirtz et al., 2018, p. 908) where they
need to maintain service quality while facing the threat of disruption (Ostrom et al., 2015; Pemer, 2021;
van Doorn et al., 2017). It has become necessary for them to keep abreast with the latest technologies in
order to remain competitive and sufficiently innovative by extending their competencies and adopting
new service delivery models (Barrett & Hinings, 2015). For example, providers of knowledge-intensive
services are blending and augmenting traditional platforms and media with technology-supported

facilities (Davenport & Kirby 2015; Keating et al., 2018; Pemer, 2021). While some are embracing a

1



relatively conservative, “bolt-on” approach vis-a-vis technology adoption, others are taking on a more
proactive, “built-in” approach (Anand, Gardner, and Morris 2007). Either way, professional service
organizations are abandoning a digitalization shielding approach (Susskind and Susskind 2015) by
increasing their investment in new technologies and incorporating them into their operations (Grewal et
al., 2020a). This may help them improve work processes, save labor costs, and better communicate and
connect with customers, thereby creating new ways of making profits and increasing overall revenue

(Grewal et al., 2020a).

Researchers have predicted that demand for the use of enhanced technology in professional service
industries will keep increasing (Singh et al., 2017, Pemer, 2021). However, there is a lack of research
on how professional service organizations address the psychological needs of their professional
members when adopting new technologies. Therefore, in this study, we investigate two Research
Questions: (1) How do these organizations motivate and facilitate employees’ usage of new technologies?

(2) How important is it that employees’ psychological needs are satisfied in the process?

2. Literature and framework

2.1 Insights offered by the technology-organization-environment (TOE) model

The technology-organization-environment (TOE) model (Tornatzky & Fleisher, 1990) identifies
contextual factors that influence technology adoption by organizations. Technology (T) refers to relevant
systems, hardware and software that are available externally and/or within. Organization (O) comprises
internal factors such as firm size, coordinating structures, communication processes, and resource
availability. Environment (E) concerns industry characteristics, market structure, and characteristics of
competitors and regulators. Reviewing the contents of TOE, we homed in on factors within T and O,
pinpointing perceived technological competence of the organization and top management support (for

technology adoption) as likely antecedents of employee satisfaction with technology adoption.

2.2.Self-determination theory

We drew on self-determination theory (SDT) (Ryan and Deci, 2002), for explanations of how perceived



technological competence of the organization and top management support may give rise to employees’
overall satisfaction with the technology adoption, through increased levels of satisfaction of employees’
intrinsic needs. SDT is a general motivation theory about how people achieve self-motivation and
personality integration through stimulation of inherent growth tendencies, fulfillment of innate
psychological needs, and conditions that foster positive psychological processes (Ryan and Deci, 2002).
SDT assumes that people are naturally active and self-motivated and are eager to develop and grow

toward their fullest potential (Deci and Ryan, 2008; Deci, Ryan, and William, 1996).

SDT emphasizes the importance of factors that boost energy levels by fulfilling psychological needs for
autonomy, competence, and relatedness (Trougakos, Hideg, Cheng, and Beal, 2014). Autonomy needs
are satisfied by having the choice to decide and initiate action by oneself (Ryan and Deci, 2002).
Competency needs are satisfied when feeling that one is being effective during ongoing activities and
interactions (Chiniara and Bentein, 2016; Deci and Ryan, 2000; Ryan and Deci, 2002). Relatedness
needs are satisfied when one feels connected to others and has relationships characterized by caring for
and being cared for by others (Chiniara and Bentein, 2016; Ryan and Deci, 2002). SDT holds that
satisfying people’s psychological needs enhances their vitality, builds optimal motivation, and leads to

positive psychological, developmental, and behavioural outcomes (Deci and Ryan, 2000, 2008).

3. Methods and results
3.1.Participants and procedures
We recruited participants working in UK financial firms, insurance companies and universities through
Prolific, the online sampling service company. We conducted three waves of questionnaire data
collection with an interval of around four weeks between waves. Participants were given monetary
incentives for their involvement. The wave 1 questionnaire included items about perceived technology
competence of the organization, top management support, and participants’ background information. A
total of 910 participants completed the wave 1 questionnaire. Seventeen participants failed to pass the
attention check and 3 participants did not fully input their prolific ID, resulting in 890 usable returns

for wave 1. The wave 2 questionnaire, which included items about levels of satisfaction of employees’



needs for competence, relatedness, and autonomy and their satisfaction with technology adoption was
released to the 890 participants, who had provided usable returns for wave 1. A total of 607
participants returned wave 2 questionnaires. Among the wave 1 returns, 5 failed to include the
information to match wave 2 data, and 8 failed at attention checks, resulting in 594 cases that could be
matched with the wave 2 returns. This represented a response rate of 66.74% of the 890 usable returns
for wave 1. The wave 3 questionnaire comprised open questions about: the perceived impact of the
industry environment and external factors on company’s technology adoption; perceived drivers and
inhibitors for organization-level technology adoption; and support or preparation received as an
employee for technology adoption. The wave 3 questionnaire was released to the 594 participants who
had provided usable wave 2 data, and they were invited to write a maximum of 200 words in response

to each question. We obtained 252 responses, all usable, for wave 3.

3.2.Results

Figure 2 shows the results of the path estimates. They reveal that perceived technology competence of
the organization and top management support were critical antecedents of the satisfaction of
employees’ competence needs which enhanced employees’ satisfaction with technology adoption. Top
management support relates to employees' relatedness need satisfaction, which further promoted
employees’ satisfaction with technology adoption. Competence need satisfaction mediated
respectively the relationships between technology competence and satisfaction with technology

adoption, and between top management support and satisfaction with technology adoption.



Figure 1. Path estimates of the hypothesized model
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4. Discussion
The findings are generally consistent with our hypotheses. They suggest that although organizations
may passively adopt technologies either for contingent plans (e.g., coping with the global pandemic,
Tu et al., 2021) or for enhancing competitiveness, they can motivate employees’ adoption. This is
achieved by demonstrating the organization’s technology competence and by manifesting top
management support for technology adoption. Employees are more likely to feel overall satisfaction
with technology adoption if their competence and relatedness needs are fulfilled in the process.
However, technology adoption can entail a trade-off against employee autonomy. This trade-off may
dampen employees’ overall satisfaction with technology adoption unless it is carefully managed. We
will provide some qualitative illustrations of how employees were afforded space for making choices
in terms of technology adoption without detracting from service quality and efficiency.
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Book-Tax Relationships and IPOs: Evidence from China

Abstract

Initial Public Offering (IPO) is an interesting and unique setting to study corporate tax avoidance
behaviors because a firm is changed from private to public and there are special managerial incentives
involved in the PO process. The costs and benefits of tax avoidance change accordingly during the
period. Accounting research on IPO has focused on how firms engage in earnings management
especially in the pre-IPO period and has largely ignored tax reporting issues. In this paper, we fill this
gap in the literature and enhance our understanding of the rationale behind tax avoidance behaviors as
they relate to IPO.

Keyword: Book-Tax Relationships, Corporate Tax Avoidance, Initial Public Offering.

I. Introduction
Tax avoidance is a significant problem for IPO firms in China. For example, Wei, Yi, Li and Wu (2018)
find that IPO firms on average avoid taxes of RMB 34 million (or about US$5.39 million) prior to IPO.
Anecdotal evidences also confirm the seriousness of tax avoidance by IPO firms in China and that
shareholders of the newly issued shares (i.e. new investors) in particular need to be very concerned
about their potential tax liability. Therefore, if we can better identify the tax avoidance behaviors related
to [PO firms, capital market stakeholders will be able to make more informed decisions. For example,
investors including international and institutional investors can better assess the value and cost of tax
avoidance for the firm, the “real” after-tax profit and the overall reporting quality of the firm when
making investment decisions. Tax authorities can better allocate their limited resources for tax audits.
Regulators can formulate regulations to better protect the integrity of the IPO process.
I1. Background Literature and Hypotheses

1. IPO and Earnings Management

Prior literature supports that managers in IPO firms have strong incentives to engage in earnings
management to window dress its performance to pass the IPO screening process and to boost IPO offer

price (e.g. Aharony, Lee and Wong, 2000; Cheng, Wang and Wei, 2015; Fan, 2007). For example, Cheng



et al. (2015) confirm that Chinese firms inflate their earnings for IPOs and that non-state owned
enterprises (non-SOEs) inflate earnings to a greater degree. However, Tang, Mo and Chan (2017) show
that even SOEs can also be actively engaged in tax avoidance because of intergovernmental agency
conflicts.

2. Tax Avoidance, the Book-Tax Tradeoff Theory and Book-Tax Relationships

In Mills’(1998) classic article, the difference between pre-tax book income and taxable income
(hereinafter book-tax difference or BTD) is shown to be significantly related to tax noncompliance, i.e.
tax audit adjustments by tax authorities. That is, a large BTD will be a clear and ready signal for tax
noncompliance. Since a firm’s financial statements must be attached to its tax return for submission to
the tax authorities, both tax authorities and external auditors are then likely to intervene when there is a
large BTD (Chan, Luo and Mo, 2016). To reduce BTD, firms that want to avoid tax will need to lower
their book income. However, a lower book income can generate a negative capital market effect and
will likely be detrimental to the firm’s ability to meet the requirements for listing. Also, research has
shown that accounting earnings are positively associated with share prices. For example, Carpenter, Lu
and Whitelaw (2017) find that stock prices in China are linked to firm fundamentals. Firms that want
to manage their book income upward to meet profitability requirements and to boost share prices will
likely need to pay more tax to maintain a reasonable level of BTD. Indeed, Erickson, Hanlon and
Maydew (2004) find that some firms are willing to pay tax on earnings that do not exist. More recently,
Lennox, Lisowsky and Pittman (2013) find that U.S. public firms that are aggressive in financial
reporting are less tax aggressive. This is the basic thesis of the book-tax tradeoff theory.

The book-tax tradeoff theory posits that there is a limit to the extent that firms can simultaneously
manage taxable income downward to avoid tax and book income upward to increase capital market

benefits. Therefore, managers must make a tradeoff between the value of the expected tax savings

through avoidance and the associated non-tax costs (e.g. capital market benefits foregone). This book-

tax tradeoff theory was validated directly by Mills and Newberry (2001) using U.S data, and was also
validated by Chan, Lin and Mo (2010), Chan, Lin and Tang (2013), and Chan, et al. (2016) using
Chinese data. According to the book-tax tradeoff theory, there is likely be a negative relationship

between financial reporting aggressiveness and tax reporting aggressiveness. This paper tests whether



and how this book-tax tradeoff theory may apply in an IPO context.
3. Hypothesis Development
For firms in the pre-IPO period, we hypothesize that aggressive upward earnings management will be
accompanied by aggressive tax avoidance. This means that the book-tax tradeoff theory does not work
in the pre-IPO period because in China tax audits are mainly conducted by the local tax bureaus under
the control of the local government (Tang et al. 2017). Since having a listed company in the province
can bring significant benefits to the province in terms of employment and future tax revenues, local
governments are unlikely to enforce tax audits very strictly on pre-IPO firms in their respective province.
Therefore, a large book-tax difference (BTD) may not be a problem for these pre-IPO firms. Many of
these firms will find it advantageous to manage their earnings upward to gain capital market benefits
and at the same time report a lower taxable income to save taxes.
For firms in the post-IPO period, we hypothesize that upward earnings management will constrain tax
avoidance. This means that the book-tax tradeoff theory will be applicable in the post-IPO period
because after IPO, as a public firm, management still needs to maintain an adequate level of accounting
earnings to support share prices. Unlike the pre-IPO period, tax authorities will be very concerned about
large BTD for these post-IPO firms as local governments need the tax revenues. Gaining listing status
is no longer a concern for the local governments. They now want reliable tax reporting to reduce tax
noncompliance.
Based on the above discussions, our hypothesis statements are as follows:
HI: In the pre-IPO period, more aggressive financial reporting via earnings management will be
accompanied by more aggressive tax avoidance. In the post-IPO period, aggressive financial
reporting will constrain tax avoidance.

H2: There will be a decrease in tax avoidance from the pre- to the post-IPO period.

II1. Research Method
1. Sample and Proxies
The financial and IPO data are from the CSMAR databases. The main sample covers 2002 to 2019 IPOs.

We use the traditional effective tax rate (ETR) as one measure of tax avoidance. We modify our ETR



by the applicable (statutory) tax rate (A7TR) to become METR (= ETR/ATR). Similarly, our second
measure of tax avoidance is the Cash ETR modified by ATR or MCETR. For these tax avoidance
measures, a lower measure is indicative of a higher level of tax avoidance. We use discretionary accruals
(DAcc) as our measure of earnings management (DeFond and Subramanyam, 1998).

2. Regression Models

To test our hypotheses, we use the following regression model.

Tax-Avo = yy + y; DAcc + y> Post + ys DAcc * Post + y4 Controls + ¢ e

Tax-Avo = yg + y1 DAcc + y2 Post + y3 Controls + ¢, 2)

where Tax-Avo is one of the tax avoidance measures stated above. DAcc is the measure for earnings
management as explained above. Post = 1 for post-IPO observations. For control variables, we make

reference to prior tax avoidance studies such as Tang, Mo and Chan (2017).

IV. Empirical Results and Discussions
Table 1 presents the results of the regression analyses of the models in Eq. (1) and (2). Columns (1) and
(3) report the results for METR, while columns (2) and (4) report those for MCETR. As shown in columns
(1) and (2), DAcc is negatively significant, suggesting that in the pre-IPO period, more aggressive
financial reporting will be accompanied by more aggressive tax reporting. On the other hand, the
coefficients of the interaction term, DAcc*Post, and the sum of the coefficients (DAcc + DAcc X Post)
are all positive and significant, which indicates that IPO firms’ aggressive financial reporting constrains
tax avoidance in the post-IPO period. In Column (3) and (4), the coefficient of Post is significantly

positive. This shows that there is a decrease in tax avoidance from the pre- to the post-IPO period. These

results support our H1 and H2.



.TABLE 1
Tax Aggressiveness (2-year Pre- vs 2-year Post-IPO Data)

Variables METR MCETR METR MCETR
(1) (2) (3) “4)
Post 0.1518%** 0.1122%** 0.1075%** 0.1829%**
(10.328) (4.215) (2.643) (2.204)
DAcc -0.1915%* -0.4085%* -0.1223 -0.0384
(-2.101) (-2.536) (-0.829) (-0.143)
Post x DAcc 0.5480%** 0.8223%**
(5.530) (5.246)
RAM -0.0159 0.0911** -0.0186 0.1860**
(-0.697) (2.397) (-0.447) (2.360)
LEV 0.1909%*** 0.1302* 0.0777 -0.1226
4.151) (1.661) (0.807) (-0.645)
LNTA -0.0089 -0.0247* 0.0514 -0.1325%*
(-1.165) (-1.899) (1.551) (-2.286)
ROA 0.3815%* -0.1687 0.7843%*%* -0.3536
(2.318) (-0.609) (2.886) (-0.680)
Growth 0.0182 -0.4460%** -0.0029 -0.3838***
(0.476) (-7.143) (-0.050) (-3.561)
INTAN -0.0639 -0.2006 -0.6635%* -0.5139
(-0.417) (-0.849) (-2.194) (-0.923)
CAPINT -0.0091 0.1745%* 0.1236 0.2705
(-0.180) (2.146) (1.107) (1.238)
AGE -0.0001 -0.0026 0.0082 0.0896
(-0.049) (-1.457) (0.232) (1.600)
SOE 0.0030 -0.0302 -0.0021 0.0496
(0.144) (-0.982) (-0.013) (0.176)
OCF -0.1663 -0.3607 -0.2108 -0.4956
(-1.144) (-1.396) (-1.015) (-1.157)
Constant 0.9606*** 1.4139%** -0.2533 3.7884%**
(6.178) (5.301) (-0.409) (3.443)
Industry FE Included Included Included Included
Year FE Included Included Included Included
Observations 7,416 7,416 7,416 7,416
Adjusted R? 0.182 0.161 0.226 0.130
HO: DAcc +( DAcc xPost) =0
0.3565%** 0.4139*
(2.70) (1.95)

*%% % * Denote significance at the 1 percent, 5 percent, and 10 percent levels, respectively (two-
tailed). Standard errors are clustered at the firm level.

This research identifies the magnitude and timing of tax avoidance associated with IPO transactions as
well as the factors that will facilitate or constrain tax avoidance during the IPO process based on an
established theory. This should provide an important framework for investors, analysts, tax authorities,
auditors and others to predict and assess the implications for themselves as stakeholders of the IPO

process.
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Research on consumers' purchase intention in the farmer-assisted live streaming

Abstract
Agricultural-assisted live broadcasting has become a major topic in China after the COVID-19
epidemic. In this paper, we investigate how platform and broadcaster features work together to
affect customers' purchasing intentions. We discovered that platform reputation moderates the
relationship between broadcaster expertise and customer trust. Additionally, consumer trust

mediates the association between consumer purchase intent and the broadcaster's competence.

Keywords: Broadcasters’ expertise, consumer trust, platform reputation, agriculture-assisted live

streaming

1.Introduction

Since 2020, the development of the Chinese consumer market has been hampered by the

impact of the epidemic, where the sale of agricultural products has also been hit (Hung, 2021).

At the same time, the effect of the epidemic has led to a significant change in the way public

shops and online shopping expanded rapidly during the epidemic (Moon, Choe, & Song, 2021).

Among them, live streaming media are widely popular due to their instant and high-intensity

interaction mode. To fill the gap in previous studies, this study assumes that the professionalism

of broadcasters has a positive impact on consumer behavior in live broadcasts. In addition,

consumers’ trust in the platform plays an intermediary role between the professional knowledge

of broadcasters and consumers’ purchase intention. Moreover, the platform’s reputation also

mediates the relationship between broadcasters’ expertise and consumers’ trust in the platform.
2 Literature and framework

This article proposes four hypotheses. Professional broadcasters output high-quality

information through interactions with consumers in live streaming and release a large number

of professional signals to consumers. In addition, broadcasters professionally explain the



products sold, which improves the effectiveness of agriculture-assisted live streaming.
Whether the consumer absorbs the broadcaster’s information affects their willingness to buy,
impacting their desire to consume (Syvertsen, 2004). The higher the expertise of the source in
the consumers’ perception system, the more considerable the reliability of the information
disseminated by the head, and the greater the influence on the consumer as a recipient of the
data (Park & Kim, 2021). This influence may deepen consumers’ favorable perceptions of the
live broadcast or the product and accelerate their purchase decisions.

Hypothesis 1: Broadcasters’ expertise positively relates to consumers’
purchase intention.

Hypothesis 2: Consumers’ trust in the platform mediates the relationship
between broadcasters’ expertise and consumers’ purchase intention.

Hypothesis 3: Platform reputation moderates the relationship between
broadcasters’ expertise and consumers’trust in a platform such that the
relationship is more robust when platform reputation is higher.

Hypothesis 4: Platform reputation moderates the mediating effect of
consumers’trust in the platform on the relationship between broadcasters’
expertise and consumers’ purchase intention. The mediating product is stronger
when the platform s reputation is higher.

3. Method
Data used in this study were collected through the snowball sampling method through
personal relationships. A total of 261 questionnaires were distributed, and all usable surveys

were returned. To ensure the reliability of the data sources, we collected data about participants’



gender, age, education, and monthly salary.

As shown in Table 1, broadcasters’ expertise was positively related to consumers’ trust

(r=0.14, p<0.05) and to purchase intention (r=0.15, p<0.05). The results are presented in Table

2. Hypothesis 1 proposed that broadcasters’ expertise is positively related to consumers’

purchase intention. In Model 2, broadcasters’ expertise was positively related to consumers’

purchase intention (f=0.20, p<0.01). Thus, Hypothesis 1 is supported. As shown in Figure 2,

broadcaster expertise is significantly related to consumer trust (b = 0.68, t = 5.05, p < 0.01)

when platform reputation is high but non-significant (b = 0.09, t = 0.79, n.s.) when platform

reputation is low. Thus, Hypothesis 2 and 3 is supported. According to values for moderators

being the mean and plus/minus one SD from the mean, the degree of platform reputation at low,

middle and high levels was distinguished. The conditional indirect effect of platform reputation

on broadcasters’ expertise and consumers’ purchase intention through consumers’ trust are

shown at the bottom of Table 3.Thus,Hypothesis 4 is supported.

4. Discussion

According to our findings, broadcaster expertise, customer trust, and platform reputation

are favorably related to consumer buy propensity. In addition, we demonstrate that the

reputation of the platform moderates the relationship between broadcaster expertise and

customer trust in the platform. Our study makes three contributions to the study. First. Direct

agricultural broadcasting is vital to the development of society as a whole, rural agriculture in

particular, and farmers. Secondly, this study identifies the importance of customer trust as a

mediator between the expertise of broadcasters and consumer trust. Thirdly, this study identifies

that the promotion of consumer behavior in agricultural-assisted live streaming may hinge on



creating trust between audiences and broadcasters.

Table 1 Descriptive Statistics and Correlations

Mean SD 1 2 3 4 5 6 7 8
1. Expertise 1.04 -
2. Consumer 1.57 0.14" -
3. Platform 1.45 —0.25™ -
4. Purchase 1.61 0.15* -
5. Gender 0.50 0.06 -0.05 -0.01 -0. --
6. Age 7.25 —-0.04 -0.05 0.14* —0. -0.13" -
7. Salary 0.95 0.24* —-0.03 -0.28"  —0. -0.01 —-0.18" --
8. Education 0.78 0.14* —0.04 —0.06 —0. —0.04 —0.06 -0.02  --
Notes. N=261.

Gender: 0 = male, 1 = female.

Education: 1 = three-year college or below, 2 = bachelor, 3 = master or above

*p<0.05;" p<0.01.



Table 2 Results of Hierarchical Multiple Regression

Variables Consumer trust Purchase intention
Model 1 ~ Model2 Model3  Model4  Model 5  Model 6

Control variables

Gender —0.07 —0.08 —0.06 -0.14" —0.15" —0.12°
Age —0.07 —-0.10 -0.11 -0.11 —0.11 —0.08
Salary —0.04 —0.02 —0.02 —0.04 —0.09 —0.06
Education —0.05 —0.06 —0.04 -0.13" —0.16" —0.13"
Independent variable
Broadcaster expertise 0.22" 0.26™ 0.20™ 0.14"
Mediator
Consumer trust 0.40"
Moderator
Platform reputation 031" 0.25"
Interaction
Broadcaster expertise X consumer trust 0.23"
R? 0.01 0.12 0.16 0.04 0.08 0.23
AF 0.62 15.01 13.01 2.53 10.00 48.62
Notes. N =261.

"p<0.05" p<0.01.

The regression coefficients in the table are all standardized regression coefficients. Owing to space considerations, the beta values of dummy
variables for industries are not reported here but are available from the authors upon request.



Table 3 Moderated Mediation Analysis Examining the Impact of Platform Reputation on the Relationship between Broadcasters’
Expertise and Consumers’ Purchase Intention with Consumers’ Trust as a Moderator

Predictor B SE t LLCI ULCI
Outcome: Consumer trust
Constant 4.60 0.58 7.90™ 3.45 5.74
Broadcaster expertise 0.38 0.09 4.06" 0.20 0.57
Platform reputation 0.27 0.07 3.98™ 0.14 0.41
Broadcaster expertise x platform reputation 0.20 0.06 3.61" 0.09 0.32
Outcome: Purchase intention
Constant 3.66 0.63 5757 241 491
Broadcaster expertise 0.22 0.09 2.34" 0.03 0.40
Consumer trust 0.41 0.06 6.97"" 0.29 0.53
Conditional bootstrap estimates for consumer trust
Platform reputation Effect Boot SE Boot LLCI Boot ULCI
-1 8D 0.04 0.05 —0.05 0.13
Mean 0.16 0.05 0.06 0.27
+1 SD 0.28 0.08 0.14 0.44

Notes: Bootstrap sample size = 5000
The level of confidence for all confidence intervals is 95%.
LL = Lower limit; CI = Confidence interval; UL = Upper limit.

N=261.%*p<0.05; **p<0.01
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Abstract

This research aims to explain how latecomer industrial SMEs can internationalize by developing branding
capability in the industrial upgrade of manufacturing, overcoming liabilities of smallness, foreignness, and
outsidership. Using 487 data in a survey study, we found branding capability positively influenced international
performance. Firm-specific and country-specific advantages benefited the development of branding capability.
Branding capability reflects the resource recombination and orchestration activities that are necessary for
international expansion of latecomer industrial SMEs, and precisely manifests the process of overcoming liabilities
of smallness, foreignness, and outsidership, that are largely derived from resource-constraint limitations.
Keyword: Branding capability; OBM; SME internationalization; Industrial branding

1. Introduction



There has recently been a notable rise in the number of emerging-market industrial small and medium-sized

enterprises (SMEs) that have managed to upgrade their operations. Evolving from original equipment

manufacturing (OEM) into value-added original or own brand manufacturing (OBM) in such firms represents a

specific process of internationalization (Eng & Spickett-Jones, 2009). The OEM-OBM upgrade requires

development of a firm’s own brand. In this respect, the extant literature points out that emerging-market industrial

marketers (latecomers) have developed some marketing capabilities, of which branding has been identified as one

of the most important. However, current scant studies suffer from a major limitation — no studies have empirically

validated the role of branding capability in an latecomer industrial SME’s industrial upgrade, which has the

potential to limit research contribution in the field of international marketing and branding.

Considering the critical role of latecomer industrial SMEs in the global value chain, this research aims to

explain how latecomer industrial SMEs can internationalize by developing branding capability. Upgrading from

OEM to value-enhanced OBM involves the recombination and reconfiguration of key resources and capabilities

(Eng & Spickett-Jones, 2009), with the goal of achieving new types of competitive advantage (i.e., capabilities). In

light of this, this research frames the investigation within the resource-based view (RBV) and dynamic capabilities

perspective, and introduces a construct of branding capability to capture a firm’s ability to develop and leverage

brands, that will drive the development of business relationships, enhance market legitimacy, and attain inimitable

intangible assets in the firm (Brodie, Benson-Rea, & Medlin, 2017), overcoming liabilities of outsidership,

foreignness, and smallness, with a view to enhancing firm performance in international markets. Our literature

review revealed particularly significant roles for country-specific and firm-specific advantages as specific

resources and capabilities that support branding capability, driving superior performance among these firms.

International performance is taken as the outcome of a firm’s branding efforts, and is defined as the extent to which



a firm achieves its financial goals in international markets, in terms of maximizing profitability, market share, and

return on investment.

2. Theoretical Background, Hypotheses Development, Methodology

In this article, branding capability is conceptualized with two key dimensions — branding resource mobilization

and orchestrated branding. Branding resource mobilization (i.e., planning and organizing for capability

configurations around the brand) and orchestrated branding (i.e., integrating and exploiting capability

configurations around the brand) are two notions adopted from the resource orchestration logic (RO) (Sirmon,

Hitt, & Ireland, 2007), providing insight on how resources (and capabilities) are used for firm competitiveness.

In line with existing research that identifies positive effects of firm-specific and country-specific advantages on

resource-constrained emerging-market SME internationalization (Yaprak, Yosun, & Cetindamar, 2018), we posit

that firm-specific advantages (FSAs) as well as country-specific advantages (CSAs) may give rise to the

development of branding capability for internationalizing industrial SMEs from emerging markets, and thus

explain improved firm performance in international markets. CSAs emphasize knowledge sharing within

industrial clusters, which generally refer to “‘geographical concentrations of industries that gain performance

advantages through co-location” (Doeringer & Terkla, 1995, p. 225). The extant literature also suggests that firms

originating from emerging markets possess unique FSAs, assisting them to more successfully undertake

internationalization. These FSAs are largely knowledge-based, and are seen as proprietary to the firm, reflecting

management competencies and marketing skills, such as organizational culture (e.g., international entrepreneurial

orientation), customer-centered innovation and state-of-the-art marketing capabilities (e.g., social media

capability), innovative capabilities and learning capabilities (e.g., absorptive capacity), and brands (Adarkwah &

Malonaes, 2020; Rugman & Verbeke, 2003). Based on this discussion, we propose that CSAs (industrial clusters)



as well as FSAs (international entrepreneurial orientation, absorptive capacity, social media capability) may

catalyze the development of branding capability, ameliorating liabilities of smallness, foreignness, and outsidership

for more successful international expansion.

Hypothesis 1. International entrepreneurial orientation is a positive antecedent of branding capability.

Hypothesis 2. Social media capability is a positive antecedent of branding capability.

Hypothesis 3. Absorptive capacity is a positive antecedent of branding capability.

Hypotbhesis 4. Location within industrial clusters is a positive antecedent of branding capability.

Strong brands grant a firm the ability to charge price premiums, which translate into an immediate effect on the

firm’s profits (Mudambi, Doyle, & Wong, 1997). The underlying assumption is that branding efforts assist firms

to locate resources on opportunities to reap extraordinary profits.

Hypothesis 5. Branding capability positively relates to international performance.

For the study purpose, Taiwan was chosen as the research context, representing a typical case that exemplifies

the industrial development path of more-established emerging markets, namely, transformation from OEM to

OBM (Eng & Spickett-Jones, 2009). We adopted a survey study for empirical support. The surveyed firms were

accessed through the auspices of an industrial association in Taiwan. All participating firms belong to the

manufacturing sector, operate B2B businesses, have greater than 50 employees, and have been in existence for at

least 11 years since the establishment. Founders, CEOs, chief marketing executives, and branding executives were

surveyed face-to-face, in the form of a pencil and paper questionnaire, by a research team of 20 members, during

July and November, 2019. Key informants were asked to fill out the questionnaire with information for up to three

of the most important foreign markets where they ran businesses using their own brands. Altogether, 186 firms



participated, generating 487 valid sets of data, which were subsequently used for analysis. The measurement items

were generally adopted from the literature. Using SEM, the statistical results supported all the hypotheses.

International
Entrepreneurial
Orientation

Social Media
Capability
Absorptive
Capacity
Industrial
Cluster

This study presents a pioneering effort to explore the role of branding capability in the internationalizing small and

Branding H5 0348 International
Capability Performance

3. Conclusion and Discussion

medium-sized industrial brand marketers from emerging markets. Theoretically, this paper is the first attempt to
empirically validate the suggestion that branding capability can help overcome disadvantages (liabilities of
smallness, foreignness, and outsidership) characterizing the internationalization of smaller brand marketers from
emerging markets. Further, this research contributes to the industrial branding literature by providing the first
empirical evidence that firm-specific and country-specific advantages can benefit the development of branding
capability for internationalizing smaller industrial brand marketers from emerging markets. Managerially,
branding plays an equally significant role in latecomer industrial SME internationalization as it does in large
MNE:s from developed countries. Thus, it becomes critically important for managers to develop branding
capability when venturing into global competition. Importantly, the influence of branding capability is also likely
to apply in other more-established emerging markets (e.g., South Korea and China) as well as less-developed

emerging markets (e.g., Vietnam, Thailand, Malaysia, Indonesia). The increasing industrialization and continuing



economic development of an emerging market propels it towards becoming a more-established emerging

economy, whose industry is likely to follow the path of transformation from contract-based manufacturers to own-

brand marketers. As a result, these new brand marketers will find branding and the related resources and

capabilities critical when venturing into international markets.
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Managerial Voice Endorsement of Subordinate’s Coalition Voice Tactics: The Moderating Role of

Performance History

Extended Abstract

This study focused on the supervisor’s voice endorsement of the subordinate’s coalition voice tactics.

According to the attribution theory, I proposed that coalition voice tactic with a skip-level supervisor (vs.

peers) is negatively related to voice endorsement via making the supervisors perceive more fear of losing

power. Moreover, drawing from the social dominance theory, the negative relationship will be stronger

when the subordinate’s performance history is superior. A scenario-based experimental study conducted

in China provided evidence for all of the hypotheses.

Keywords: Voice; Coalition; Power; Performance History

1. Introduction

Employees are expected to be proactive in the context of rising complexity, uncertainty, and dynamism

in the workplace due to the COVID-19 pandemic (Grant & Ashford, 2008). Employee voice, which is

conceptualized as discretionary expression of ideas, suggestions, or opinions on work-related issues with

the purpose of changing the status quo (Detert & Burris, 2007), is believed to be one of the most

significant ways to demonstrate proactivity at work (Parker & Collins, 2010). Since voice scholars have

proven that voice is instrumentally valuable for organizations and work units’ performance (e.g.,

MacKenzie, Podsakoff, & Podsakoff, 2011; Li, Liao, Tangirala, & Firth, 2017), supervisors frequently

respond positively to the voicers because of their contributions to improving the organizational



effectiveness (e.g., Whiting, Maynes, Podsakoff, & Podsakoff, 2012). However, due to its challenging

characteristic, a subordinate’s voice may also be perceived as threatening behavior by the supervisor,

resulting in negative consequences (e.g., Burris, 2012; Fast, Burris, & Bartel, 2014). Indeed, voice

literature has demonstrated that the voicer’s choices of tactics have a significant impact on the

supervisor’s evaluation (Morrison, 2011). For instance, Lam, Lee, & Sui (2019) argued that supervisors

are more likely to endorse the voice if the subordinate expresses the idea more directly and politely.

Nevertheless, what has been overlooked in voice tactics is the coalition tactic (Dutton & Ashford, 1993).

Coalition tactic is frequently used in upward communication (e.g., voice) rather than downward (Yukl &

Tracey, 1992), because individuals who only have limited role in the hierarchy (e.g., subordinates)

require forming a coalition to alleviate the psychological unsafety generated by the power discrepancy

(Walter, Kellermanns, & Lechner, 2012). I propose that the supervisors are less likely to endorse voice if

the subordinates have formed coalition with a skip-level supervisor because they may be threatened by

the tactic and fear losing their current control of power. Moreover, drawing upon social dominance

theory (Sidanius & Pratto, 2001), I argue that a subordinate’s performance history moderates the

relationship between the coalition tactics and fear of losing power. My hypothesized model is depicted in

Figure 1.

2. Literature and Framework

2.1. Voice Tactics and the Fear of Losing Power

As one of the upward influence tactics, coalition is defined as enlisting the support of others (e.g., skip-

level supervisors or peers) to back up requests and influence the target to do what the agent wants

(Schriesheim & Hinkin, 1990). However, when subordinates utilize coalition tactic, they intend to



pressure the supervisor to agree with the requests and undermine his/her authority, or power in decision-

making at the same time (Clarke, Alshenalfi, & Garavan., 2019), and the tactic may be viewed as “an

attempt to gang up on him/her” by the supervisor (Lee, Han, Cheong, Kim, & Yun, 2017). Hence,

drawing from the attribution theory (Green & Mitchell, 1979), the receiver of voice (e.g., the supervisor)

may feel frightened (Burris, 2012), and is more likely to attribute the voicer to a potential source of

threat to his/her position. In particular, the fear of losing authority will be considerably great if the

subordinate had built a coalition with a skip-level supervisor rather than peers before speaking up

because the coalition tactic of voice indicates criticisms of the supervisor’s incompetence, and the skip-

level supervisors have the authority to fire, demote or “promote” them to positions where they cannot

actually influence the organization (Wisse, Rus, Keller, & Sleebos, 2019). Based on the above reasoning,

it is hypothesized:

Hypothesis 1: Coalition voice tactic with a skip-level supervisor (vs. peers) will be more

positively related to the supervisor s fear of losing power.

2.2 The moderating role of Performance History

The extant studies in voice have revealed that voicer-related factors are important antecedents of voice

endorsement (see a review in Kim, Lam, Oh, & Sohn, 2022). According to the information-processing

model, subordinate’s performance history is supposed to be one of the most salient factors when the

supervisor evaluates their behaviors (Fukami, & Hopkins, 1993). Traditionally, superior performance

history is more likely to be attributed to high competence (Grant, Parker, Collins, 2009), and ideas

expressed by competent subordinates are associated with voice endorsement (McClean, Kim, Martinez,

2022). However, following social dominance theory (Sidanius & Pratto, 2001), generally, in comparison



to subordinate groups, supervisor groups have more authority and access to resources and advantages.

The subordinates who have a superior performance history may have more opportunities to accumulate

more resources than they should have acquired. In other words, superior performance history may blur

the boundary line between subordinate groups and supervisor groups, thereby, the supervisors may be

more likely to perceive themselves to be replaced later if the subordinate with superior performance

history had built coalition with a skip-level supervisor (Khan, Moss, Quratulain, & Hameed, 2018).

Hence, I posit the following hypothesis:

Hypothesis 2: The positive relationship between coalition voice tactic with a skip-level

supervisor and the supervisor's fear of losing power is stronger when the subordinate’s

performance history is superior (vs. average).

2.3 The Indirect Effect of Voice Tactic on the Voice Endorsement

Existing voice studies have found that supervisor’s perceived threat is less likely to induce voice

endorsement (e.g., Burris, 2012). Hence, I contend that when the supervisors feel a potential power loss,

they will respond defensively to it (Lam et al., 2019). Furthermore, combining this assumption with

hypothesis 1, it is hypothesized that:

Hypothesis 3: Subordinates coalition voice tactic with a skip-level supervisor is more

negatively related to voice endorsement (via supervisor s fear of losing power).

As proposed in hypothesis 2, I argue that the performance history will potentially strengthen the

negative relationship between subordinate’s coalition voice tactic with skip-level supervisor and

voice endorsement (via fear of losing power).

Hypothesis 4. Coalition voice tactic with a skip-level supervisor is more negatively related to



voice endorsement (via fear of losing power) when the subordinate s performance history is

superior (vs. average).

3. Method and Results

3.1 Sampling, Design, and Measures

I performed a scenario-based experimental study using a 2 x 2 between-subjects design with varying

voice tactics and performance history. Based on Isaakyan, Sherf, Tangirala, & Guenter (2021), I

developed two scenarios, (1) coalition voice tactic with peers and (2) coalition voice tactic with a skip-

level supervisor, and the voicer’s performance history is either average or superior. I recruited 99

participants via a Chinese online survey platform. Of all participants, the average age was 36.21 years

old (SD = 9.87), 63.6% were female, and 72.7% had a bachelor’s degree or higher. I measured fear of

losing power by using a three-item scale (o = .72) developed by Wisse et al. (2019) and used three items

(0= .84) adapted from Burris (2012) to measure the voice endorsement. Both of the scales were seven-

point Likert-type measure ranging from 1(strongly disagree) to 7 (strongly agree).

3.2 Manipulation Check

The participants were required to answer a four-item measure to check the efficacy of my manipulation

of voice tactics and performance history. The results showed that the participants in the coalition tactic

with a skip-level supervisor condition scored higher (M = 5.62, SD = 1.77) than the participants in the

coalition tactic with peers’ condition (M =3.36, SD=1.94) (t=6.02, p < .01, d = 1.85) , and the

participants in the average performance history condition (M = 2.69, SD = 1.77) rated lower than the

participants in the superior performance history condition (M = 5.90, SD =1.50) (¢=-9.71,p < .01,d =

1.64). These results proved the effectiveness of my manipulation.



3.3 Results

Table 1 displays descriptive statistics and correlations of core concepts. Table 2 are the results of the

multiple regression analysis. Based on Table 2, the relationship between coalition tactic with a skip-level

supervisor (vs. peers) and the supervisor’s fear of losing power was significant (B = 1.07, SE= 31, p

<.01), supporting hypothesis 1, and the effect of the interaction of coalition tactics and performance

history on fear of losing power was also significant (B = 1.34, SE = .61, p <.05), which means the

hypothesis 2 was also supported. Next, I used the SPSS PROCESS macro (Model 4) to test the

mediation effect, the result of the indirect effect (B = -.29, SE = .14, 95% CI : [-.59, -.05] ) was

significant, hence hypothesis 3 was supported. Finally, I examined the moderated-mediation model using

the SPSS PROCESS macro (Model 7), and the results which are displayed in Table 3 supported

hypothesis 4 (B =-.36, SE = .22, 95% CI : [-.86, -.01]), and the mediation effect of fear of losing power

on the relationship between subordinate’s coalition voice tactic and voice endorsement was significant

for the subordinates with superior performance history (B =-.45, SE = .21, 95% CI: [ -.91, -.09 ]) rather

than those with average performance history (B =-.10, SE = .12, 95% CI: [ -.35, .14 ]). Figure 2

llustrates the chart of the interaction.

4. Conclusion

This study proved that the subordinate’s coalition voice tactic has a positive impact on the supervisor’s

fear of losing power, which is less likely to predict voice endorsement, and the negative influence on

voice endorsement is stronger when the subordinate’s performance history is superior rather than

average.
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Figure 1: Hypothesized Model
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Table 1: Descriptive Statistics and Correlations among Variables

Variable M SD 1 2 3
1 Coalition tactics® 47 .50
2 Performance history® 49 .50 .09
3 Fear of losing power 4.00 1.63 33" 13
4 Voice endorsement 4.43 1.56 -.23" -.04 -.32"
Note: N =99.

@ coalition with peers =0, coalition with a skip-level supervisor =1; ® average =0, superior =1.

¥ p<.01,*p<.05



Table 2: Regression Analysis Results

Dependent Variable Fear of Losing Power Voice Endorsement

Model 1 Model 2 Model 3 Model 4 Model 5

Variables B (SE) B (SE) B (SE) B (SE) B (SE)

Constant 3.50 (.21) 3.36™ (.26) 3.98" (.15) 476" (.22) 5.70 (.41)

Voice tactics® 1.07" (.31) 1.04™(.31) 1.03"(.31) -.73%(.31) —.44 (.32)

Performance history® 32 (.31) 32(.31)

Voice tactics x Performance history 1.34" (.61)

Fear of losing power =277 (.10)

R? A1 12 .16 .05 A2

AR? .01 .04 .07

Note: N=99.

4 coalition with peers =0, coalition with skip-level supervisors =1; > average =0, superior =1.

Unstandardized regression coefficients are presented with standard errors in parentheses.

**p<.01,*p<.05



Table 3: Indirect Effect of Coalition tactics on Voice endorsement via Fear of losing power by Performance history

via Fear of Losing Power

Indirect Effect SE 95% CI
Average (Low condition) -.10 12 [—.35,.14]
Superior (High condition) —.45 21 [-91,-.09]
Index of moderated mediation =36 22 [-.86,—-.01]

Note: CI: confidence interval.
Lower limit and upper limit are reflected in parentheses.

The Cls of the indirect paths are based on 5,000 bootstraps.



Figure 2: Interaction of Coalition Tactics and Performance History on Fear of Losing Power
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ABSTRACT
This study adopts Technology Acceptance Model (TAM) to examine the influence of perceived
enjoyment on the attitude toward Subscription Video-On-Demand (SVOD) and consequently on
intention to subscribe. We identify moderating variables (i.e., trialability and social influence) drew
from Diffusion of Innovation Theory and Theory of Reasoned Action respectively. The findings
revealed that perceived enjoyment is positively related to attitude toward SVOD, which
consequently has a positive impact upon the intention to subscribe. Moreover, trialability
strengthens the relationship between attitude and intention to subscribe, while social influence

negatively moderates the relationship between attitude and intention to subscribe. The findings have

important implications for managerial decisions on the video on demand marketing strategies.

Keywords: Subscription Video on Demand, Technology acceptance model, Perceived

Enjoyment, Trialability, Social Influence

1. INTRODUCTION

1.1 Background and Significance of the Problem
The expansion of subscription video on demand or “SVOD” services trend has shaped the landscape

in the entertainment technology industries since 2010, SVOD is video on demand services that



require users’ to subscribe for access to premium video content. In order to provide a more
comprehensive perspective, we adopt Technology Acceptance Model (TAM) (Davis, 1989) to
explain customers’ acceptance of SVOD.

The Technology Acceptance Model (TAM) is one of the most broadly used models for
technology acceptance in information systems. (King and He, 2006), However, the TAM model
does not include the subjective norms to verify the intention to use (Bagozzi, 2007; Legris,
2003). Furthermore, Diffusion of Innovation Theory suggests that trialability also influences
the intention to use new technology (Lee et al., 2011). Based on these, this study adopted TAM
and introduce social Influence and trialability from the Diffusion of Innovation Theory as the

moderators to strengthen the TAM.

2. HYPOTHESES DEVELOPMENT

Trialability
Perceived H1 Attitude Toward H2 Intention to
L
Enjoyment usage Platform Subscribe

H
Social Influence
Digital Natives

Figure 1  Research Framework

This model represents the linkage between related theories which are TAM, Diffusion of
Innovation, and Social Influence. Based on TAM, perceived enjoyment will lead to the attitude
towards SVOD platform which in turn will impact the intention to subscribe to video on
demand. Social influence drawing from the Theory of Reasoned Action and trialability drawing
from Diffusion of Innovation theory are argued to foster the intention to subscribe to video on
demand. The hypotheses are as followed.

Hi: Perceived Enjoyment (PE) will have a positive relationship with the Attitude towards

usage(AT).



H,: Attitude towards Usage (AT) will have a positive relationship with the Intention to
Subscribe(IS).

Hj: The relationship between Attitude toward usage(AT) and Intention to Subscribe(IS) will be
stronger with Trialability (TA)

Ha: The relationship between Attitude toward Usage Platform (AT) and Intention to Subscribe

(IS) will be stronger with Social Influence (SI)

3. METHODOLOGY

This study collected data from 431 respondents (301 usable responses). The data was then

analyzed with Confirmatory Factor Analysis (CFA) and Structural Equation Modeling (SEM)
to test the hypotheses. To test the moderating effects, this paper followed Soontornthum et al.

(2020).

4. ANALYSIS AND RESULTS

Measurement Model

The measurement model was validated with confirmatory factor analysis (CFA), and the
model provided a good fit with overall data (y* = 158.169, df'=80, p = 0.00 , x*/df=1.977,
RMSEA =0.057, CF1=0.964, TLI=0.953, SRMR = 0.04). All standardized factor loading

was significant and greater than 0.5.

Hypothesis Testing and Robustness Tests

The structural model was fit with y* = 46.082, df = 25, p = 0.006, y*/df = 1.843, RMSEA
=0.053, CF1 =0.985, TLI = 0.978, SRMR = 0.027. The results of the research hypothesis

test can be summarized as shown in Figure 2.



Structural Equation Model (SEM) with Moderators

3
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Figures 2:  Results of Structural Equation Modelling

The result from SEM reported that H; perceived enjoyment is positively related to the attitude
toward Usage. H: Attitude toward usage have positive relationship with intention to subscribe.
H; the relationship between attitude toward usage and intention to subscribe will be stronger
with trialability. The moderating effect was significant for trialability. Interestingly, Social
Influence has a negative moderating effect on the relationship between Attitude toward usage

and Intention to Subscribe. Therefore, H4 was not supported.

5. DISCUSSION AND RECOMMEDATIONS
This research offers several theoretical contributions. First, the framework of this research links
TAM, Social Influence, and the Diffusion of Innovation Theory. This research is an attempt to
link these theories to determine the relationships among the proposed variables.
This study has some limitations as we conducted the survey online and only covered Bangkok
area. The culture and the lifestyle might be different in other regions and other countries.
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Abstract

This research explored the effect of multi-sensory marketing on repurchase intention for plant-based
proteins. The senses of sight, taste, and smell were treated as independent variables with customer
satisfaction and repurchase intention as mediating and dependent variables respectively. Results were
that sight, taste, and smell significantly influenced customer satisfaction which, in turn, significantly
influenced repurchase intention. Label information as moderator negatively influenced the relationship
between customer satisfaction and repurchase intention. These findings help expand sensory marketing
contextual knowledge and understanding of factors influencing repurchase intentions. Implications for

practitioners using sensory manipulation to influence purchase behavior are also provided.

Keywords: Sensory marketing, Customer satisfaction, Repurchase intention, Label information

1. Introduction

There is evidence that consumers are increasingly concerned for their health. More and more consumers
are concerned about food's environmental impact (Department of Industrial Promotion, 2021). In
consequence, plant-based protein has become more popular. This growing market presents an excellent
opportunity for entreprencurs. Consumers tend to accept alternative protein products based on their
sensory attributes. They will satisfy if the plant-based protein is similar in appearance, color, odor, taste,

flavor, and texture to traditional meat (Fiorentini et al., 2020). However, a lack of published research


mailto:thitiya.scw@gmail.com
mailto:mtansoo@tu.ac.th

reveals how sensory marketing affects customer satisfaction and repurchase intention of plant-based

proteins, along with label information as moderator.

Therefore, the objective of this study is to critically examine the relationship between sensory marketing
(that are sight, taste, and smell) and customer satisfaction which thus leads to repurchase intention,

including studying how label information plays a role in customers' purchases of plant-based proteins.

2. Literature and Framework

The Effect of Multi-Sensory Marketing on Customer Satisfaction

Sensory marketing uses the five human senses: sight, taste, touch, smell, and sound to communicate
with consumers. This allows marketers to understand and respond to consumers better than traditional
marketing. Nevertheless, the researchers used only three sensory marketing aspects (sight, taste, and
smell). The literature review indicated that touch and sound were not directly focused on the product

itself (Lindstrom, 2005).

Hypothesis 1-3: The perception of visual, taste, and smell, respectively affects customer satisfaction.

Theory of Planned Behavior (TPB)

The Theory of Planned Behavior (TPB) describes the factors that affect behavioral intentions: attitude

toward the behavior, subjective norm, and perceived behavioral control (Ajzen, 1991).

Customer Satisfaction and Repurchase Intention on Plant-based Proteins

Customer satisfaction is the joy or disappointment that results from an individual customer comparing
the results of their actual use of a service or product to their expectations (Kotler et al., 1999). At the
same time, repurchase intention is the likelihood that a customer will return to purchase goods and
services again with the same seller or service provider (Hawkins et al., 1997). If the customer experience
meets their expectations, they will find more satisfaction and willingness to repurchase (Lindstrom,

2005).



Hypothesis 4: There is a positive relationship between customer satisfaction and repurchase intention

of plant-based proteins.

The Moderating Role of Information

The label conveys the information on the product. This helps create a positive attitude and influence
purchase intention. Label information influences repurchase intention, and consumers are more willing

to pay for labelled products than unlabeled products (Wansink et al., 2002).

Hypothesis 5: There is a moderating effect of label information on the relationship between customer

satisfaction and purchase intention.

Control Variables

This study included five control variables: gender, age, education, income, and marital status. Several

studies suggested that demographics influence plant-based protein diets (Alcorta, 2021).

3. Research Methodology

The researcher collected data from 562 respondents who had consumed plant-based proteins. The data
was then analyzed with Confirmatory Factor Analysis (CFA) and Structural Equation Modeling (SEM)

to test the hypotheses. To test the moderating effects, this paper followed Soontornthum et al. (2020).

4. Results

Sample Characteristics

Online questionnaire was completed by 362 respondents, representing 68% response rate. The
percentage of women in the sample is 53.9%. Most of the respondents are in the age range of 26-45

years old (41.7%).

Measurement Model



The measurement model was validated with confirmatory factor analysis (CFA), and the model
provided a good fit with overall data (y*> = 640.61, df =231, p = 0.00, x*/df=2.77, RMSEA = 0.07, CFI

=0.95, TLI=0.94, SRMR = 0.07). All standardized factor loading was significant and greater than 0.5.
Hypothesis Testing and Robustness Tests

The structural model was fit with y? = 473.86, df = 253, p = 0.00, y*/df=1.87, RMSEA = 0.05, CF1 =
0.97, TLI=0.96, SRMR = 0.07. The results of the research hypothesis test can be summarized as shown

in Figure 1. The robustness test gives the same results as Structural Equation Modeling (SEM).

5. Discussion
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Figure 1 Results of structural equation modeling (SEM)
Note: *p < 0.05. The solid lines and the dotted line represent significant linkages and non-significant

linkages, respectively.

Hypotheses 1,2 and 3 were supported. The findings were along the line with previous studies in which
plant-based proteins' appearance, color, and shape lead to higher customer satisfaction (Fiorentini et al.,
2020). In addition, it has also been proven that packaging and cleanliness make the visual or sight cue
attractive (Hoang & Tuckova, 2021). The better taste of plant-based protein, the higher customer

satisfaction. Consistent with previous research, the taste of plant-based proteins close to animal proteins



will increase customer satisfaction (Fiorentini et al., 2020). An emotional connection is established
through the sense of smell. Customers make decisions based on the scent they are satisfied with and

make purchasing decisions faster (Lindstrom, 2005).

Satisfied customers are more likely to repurchase when targeted through multi-sensory marketing cues.
Furthermore, the concept of consumer behavior shows that consumers will continue to make duplicate
purchases based on their attitude towards the product (Ajzen, 1991). Therefore, when customers are

satisfied, they are more willing to repurchase.

Label information has a negative effect on the relationship between customer satisfaction and
repurchase intention. Because most people who read food labels are health-conscious, they tend to use

rationale for food choices rather than feelings (Wansink et al., 2002).
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Abstract

This study identified the need to distinguish between internally and externally directed career crafting
behaviors and examined their mediating roles between burnout and turnover intention. Drawing upon
the Conservation of Resource (COR) theory, this study hypothesized that internally and externally
directed career crafting behaviors, which serve as resource investment behaviors, mediate the
relationship between burnout and turnover intention. Data were collected from 348 working adults
through hardcopy questionnaires in three waves. The empirical findings supported the hypotheses in

this study. Theoretical and practical implications were discussed.

Keywords: Burnout, Turnover Intention, Career Crafting Behaviors

1. Introduction

Burnout is a state of emotional exhaustion and disengagement from work often caused by
prolonged exposure to unrelenting work-related stress, which can lead to the drainage of mental
resources and negatively impact individuals’ well-being (Bakker et al., 2004; Maslach et al., 2001;
Schaufeli & Salanova, 2014). According to the Work and Well-being Survey conducted by the
American Psychological Association (APA) in 2021, approximately 60% of employees experience
negative impacts of work-related stress, such as emotional exhaustion, work disengagement, and
physical fatigue, which put them at a higher risk of burnout. Furthermore, the survey has also
discovered that those who experience workplace stress are three times more likely to seek

employment outside of their organization in the next year (APA, 2021). According to the COR theory,
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burnout happens due to resource loss, when resources are threatened, or when individuals fail to
obtain returns on the investment of resources (Hobfoll, 2001). Individuals in shortage of resources are
more vulnerable to further resource loss, thereby initiating a resource loss spiral. As a result, adverse
effects such as turnover intention are likely to follow when valued resources are lost or threatened
(Hobfoll, 2001). Therefore, given the negative influences of burnout, this study looks into how
individuals react to their state of burnout via different directions of career crafting behaviors, namely
internally (ICCBs) and externally directed career crafting behaviors (ECCBs). Career crafting
behaviors, which serve as resource investment behaviors, can be described as proactive career
behaviors that enable individuals to actively shape and manage their career development to reach their
intended career goals (King, 2004). Past studies generally measured and operationalized career
crafting behaviors through composite measures, which potentially cause confusing results (e.g.,
Chughtai, 2019; Huang & Hsieh, 2015; Janssen et al., 2021; Taber & Blankemeyer, 2015). Hence,
this study makes a clear distinction between internally and externally career crafting behaviors to gain
more accurate insights into how these career behaviors relate uniquely to burnout and turnover

intention.

2. Literature Review

2.1. The mediating roles of internally (ICCBs) and externally directed career crafting behaviors

(ECCBs) between burnout and turnover intention

Based on the COR theory’s resource spiral notion, individuals who hold a reservoir of
resources are in an advantageous position to invest resources to obtain more resources (Halbesleben et
al., 2014). Relating to this study, employees who do not experience burnout are more enriched with
resources, which places them in a better position to craft and advance their careers within the current
organization (e.g., engage in resource investment behaviors such as ICCBs), thereby lowering their
turnover intention. To put it in another way, individuals with better well-being at work are more likely
to gain and accrue more resources crucial for their career growth in the organization, eventually
achieving a sustainable career within the organization. On the other hand, burnout employees tend to

enter into defensive mode to conserve remaining resources and avoid further resource loss (Demerouti



et al., 2014; Halbesleben et al., 2014). They may adopt self-defense coping strategies to build and
accumulate external resources crucial for their well-being. Hence, this study suggests that individuals
who experience high levels of burnout are triggered to engage in ECCBs to actively craft their careers
outside the organization to restore and protect their remaining resources. Accordingly, the following

hypotheses are proposed:

Hypothesis 1: ICCBs mediate the relationship between burnout and turnover intention, such
that burnout relates negatively to ICCBs (H1a), which relate negatively to turnover intention

(HIb).

Hypothesis 2: ECCBs mediate the relationship between burnout and turnover intention, such
that burnout relates positively to ECCBs (H2a), which relate positively to turnover intention

(H2b).

3. Methods

3.1. Sample and Procedure

Three-wave of data collection through questionnaire surveys was conducted. The survey forms were
distributed to working adults from private organizations in Malaysia. After matching three waves of
data and removing incomplete survey forms, 348 sets of questionnaires were retained for further data
analysis. Of these respondents, 61% were women, 41% were between 25 — 34 years old, and 86% had
a college/university degree. With regard to the industry, 60% of the participants worked in hospitals,

24% in primary and high schools, and 16% in housing development firms.

3.2. Measures

Scale Wave Source Cronbach’s Alphas
Demerouti et al.’s Disengagement subscale:
Burnout ) (2003) Oldenburg 0.94 .
Burnout Inventory Exhaustion subscale:
(OLBI) 0.92
Noe’s (1996) 14-item .
R fi 74
ICCBs and ECCBs 2 Career Self- anging from 0.74 to

0.94
Management Scale

Cammann et al.’s
Turnover intention 3 (1983) 3-item Turnover | 0.85
Intention Scale




4. Results
4.1. Descriptive statistics and correlations

Table 1. The composite reliability, convergent validity, and discriminant validity of all study variables

CR AVE M SD 1 2 3 4
1 ECCBs 0.86 0.62 3.73 1.03 (0.79)
2 ICCBs 0.82 0.53 4.75 0.82 0.26**  (0.73)
3 Turnover Intention 0.88 0.71 2.77 1.43 0.35%* -0.20**  (0.84)
4 Burnout 0.90 0.82 2.86 1.15 0.33*%* -0.22** 0.61** (0.91)

Notes: CR = composite reliability; AVE = average extracted variance; bracketed values refer to the square root of
the AVE; ** p <0.01

4.2. Confirmatory factor analysis

The measurement model showed a reasonable fit to the data: x*/df =2.537, TLI = 0.915, CFI = 0.924,
RMSEA = 0.066. The composite reliabilities, convergent validities, and discriminant validities of the
study variables were all above the suggested threshold values, indicating statistically adequate

psychometric properties (see Table 1).
4.3. Hypotheses testing

The hypothesized structural model exhibited a satisfactory fit to the data: x*/df = 2.537, TLI = 0.915,

CFI=0.924, RMSEA = 0.066.
4.3.1. Mediating effects of ICCBs and ECCBs

The findings revealed that burnout was negatively and significantly related to ICCBs (f = -
0.21, p <0.001), which then related negatively and significantly to turnover intention (f=- 0.13, p <
0.005). The results of the mediation analysis showed that the indirect effect of burnout on turnover
intention via I[CCBs was significant, as zero was not included in the 95% confidence interval (the
upper and lower bounds of the confidence interval were from 0.007 to 0.099), indicating a significant
mediating effect (Preacher & Hayes, 2008). Therefore, H1 is supported. Regarding H2, the results
revealed that burnout was positively and significantly related to ECCBs (5 = 0.32, p < 0.001) (H2a),

which related positively and significantly to turnover intention (f = 0.21, p < 0.001) (H2b). The



mediation analysis showed that ECCBs partially mediated the relationship between burnout and

turnover intention. This finding provides support for H2.

5. Discussion

Building upon the COR theory, this study aimed to discover whether burnout may be a
critical factor in initiating a motivational process triggering individuals’ distinct aspects of career
crafting behaviors. As expected, the results of this study showed that ICCBs mediated the relationship
between burnout and turnover intention. In other words, high levels of burnout discourage individuals
from engaging in ICCBs to further their careers within the organization. COR theory suggests that
individuals may be less willing to risk investing more resources in the organization as they possess
limited resources, which they must preserve for unforeseen mishaps in the future (Hobfoll, 2001).
This prevents them from advancing their careers within the organization, resulting in high levels of

turnover intention.

Other than that, this study also revealed that rather than ICCBs, individuals who experience
high levels of burnout are more likely to engage in ECCBs, which intensifies their turnover intention.
In other words, individuals do not become demotivated and futile when faced with high levels of
strain. Instead, it may induce them to proactively change their current situations by engaging in
strategic behaviors crucial for protecting their resources against further loss, replenishing their
resources, and acquiring additional resources (Demerouti et al., 2014; Hobfoll et al., 2018). Thus,
individuals who experience high levels of burnout may find ways to distance themselves from job

strain that can further erode their remaining resources (Hobfoll, 2001).

5.1. Theoretical Implications

This study clearly distinguished between internally and externally directed career crafting
behaviors and examined their mediating roles between burnout and turnover intention. The findings of
this study showed that individuals’ directions of career crafting behaviors are highly dependent upon

their burnout levels, which then relate distinctively to turnover intention. In other words, burnout



stimulates them to engage in different resource investment behaviors (ICCBS or ECCBs) aimed at

gaining and protecting their resources, which are essential for their career well-being.

5.2. Practical Implications

The findings of this study suggest that interventions aimed at minimizing employees’ burnout
should be provided so that they can have more energy resources to actively engage in ICCBs, which
are essential for organizational functioning. For instance, organizations can offer stress management
training courses or work-related stress intervention programs, such as cognitive-behavioral
intervention, which may help reduce employees’ burnout while increasing their coping abilities to

adapt to any stressful events in the future (Ryu et al., 2020).
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Extended Abstract

In this article, we explore the relationship between the magnitude of COVID-19 influence during

shutdown in 2020 and the sales quantity of car. The data of this paper is a city level monthly panel data.

We use fixed-effects model to carry out Generalized Difference-in-difference (DID) Method to study

the influence of the threatening by death due to pandemic on the sale of cars. Robustness test further

confirms that the assumption of DID could be satisfied.

Keywords: COVID-19, shutdown, car sale, physiological influence of death

1. Introduction

In 2020, Hubei province has the highest number of COVID-19 deaths for over 68000. To control the

spread of the virus, the Chinese government has imposed shutdown policy, which restrict people's travel.

After the shutdown in Wuhan in January 23, other cities in Hubei province also announced the

suspension of urban public transport. We use fixed-effects model to further investigate the impact of the

death due to COVID-19 epidemic on people's car buying behavior to explore the changes in the sales of

different types of vehicles before and after the shutdown of the city. The sample consists of a city-

monthly panel data including fifteen cities in China covering the sales quantity of different car types



from 2018 to 2020. Five cities with highest number of deaths, which are in Hubei province, are our

treatment group. Other ten cities are our control group with similar population and GDP, as well as car

sale growth rate before the pandemic.

This study finds that, although shutting down event significantly and negatively influence the sale

quantity of cars in all cities, the treatment group buy more cars.

2. Literature review

Through the result of qualitative and quantitative analysis, Covid-19 pandemic has profound effects on

consumer behavior in terms of Purchasing Mode including the type of store purchased from and

purchase frequency, Quantity of Products and Type of Products (Vazquez-Martinez, Morales-

Mediano, and Leal-Rodriguez, 2021). The economic crisis suppresses demand for cars (Klein, Hoj

and Machlica., 2021). Dring a crisis, fear can be a powerful psychological reason for people to avoid

public transport (Potoglou et al., 2010). Zhang et al. (2005) found that the decrease in travel is

associated with internal motivations, external enforced measures and travel bans during the SARS

period. Due to the fear of catching the disease, people reduced their public transport use in Taipei City

within the SARS epidemic in 2003 (Wang and Thiel,2014), and in UK within the Swine Flu outbreak

in 2009 (Rubin et al., 2009).

2. Econometric Strategy, Hypothesis and Data

We follow Busse et al. (2015), and use the fixed effects model. In this paper, the phycological

influence from large number of death cases due to the pandemic is our treatment. The regression

equation is shown as follows:



sales;y = By + Bishutdown;, + frdid; + vdidis xef f1 — 164 + yodid; * elff1 —16;
+ ]/3didit * erf]. - 16“ + )/4didit * €3ff1 - 16it+y5did1it
+ y6did2it + )/7did3it + ySdid—lit + )/gdid_zit

+ B,population;, + B,Dincome;+B passenger;; + B Dseasonal; + €;;

The explained variable is sales, which represents sales quantity, and the explanatory variable
shutdown , as a control variable, represents the percentage of shutdown occurs in a month, in the city i
on t month. Did represents shutdown in Hubei. Dideff1-16 is sixteen different car types during
shutdown in Hubei. The interaction coefficients represent whether cities in Hubei will affect the sales
quantity of different types of cars. population, Dincome, passenger, and Dseasonal are population
quantity, number of passengers using the public transportation, and the seasonal dummy. ¢ i
represents the regional fixed effect, which controls the unobservable factors that do not change with
time.

H1: The influence of death cases due to the pandemic has an impact on the sales quantity of cars.

H2: The influence has no delayed impact on the total sales quantity of cars in Hubei.

H3: The car sales trend of Hubei without shutdown is the same as that of the control group.

The data comes from the car insurance information of the China insurance regulatory commission.
Table 1 reports the descriptive statistical results of the main variables.

Table 1 Descriptive Statistics of Major Variables

Variable Obs Mean Std. Dev. | Min Max
sales 7779 1337.108 3020.458 1 29126
shutdown 7779 .045 .184 0 1
did (Shutdown*treat) 7779 .015 107 0 1
did1 (1st month after shutdown*treat) 7779 .009 .092 0 1
did2 (2nd month after shutdown*treat) 7779 .008 .091 0 1
did3 (3rd month after shutdown*treat) 7779 .009 .096 0 1




did 1 (1 year before shutdown) 7779 A1 312 0 1
did 2 (2 year before shutdown) 7779 107 31 0 1
population 7779 962.514 848.385 116.39 3416
Dincome 7779 | 46255.615 16899.507 | 23782 76437
Dseasonal 7779 255 436 0 1
passenger 7779 5982.864 7224506 | 167.32 | 26581.33
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The only city in Group 1 is Wuhan, the capital city of Hubei Province and the and the four

corresponding control group cities (Beijing, Chongqing, Guangzhou, Shanghai, and Shenzhen) are in

Group 2. Group 3 consists of Huanggang, Suizhou, Xianning and Xiaogan in Hubei province with the

high death quantity. Beihai, Dezhou, Nanjing, Zhaoqing and Longnan in Group 4 are matched with

five cities in Hubei province. Common trend before pandemic is clear.

4 Results

Table 2 presents the fixed effect results of the impact of shutdown on the car sales quantity regardless

of types. For H1, the regression results in table3 show that the coefficient of interaction did is

significantly positive at the statistical level of 5%, indicating that the threat of death significantly

increases the quantity demanded for cars to avoid risk. For H2, column (3) shows that the coefficients

of didl, did2 and did3 are not significant. That indicates once the threat removes, people’s behavior

are same. For H3, column (4) is used for robust test, it shows that the coefficients of did I and did 2



are not significant, indicating that the car sales trend of Hubei before pandemic is the same as that of

the control group.

Table 2
(1) (2) (3) (4)
did 973.4168%* 960.6808** 961.7255%* 990.2601**
2.3749 2.34 2.3337 2.0703
shutdown -1730%** -1710%%* -1710%*** -1710%%*
6.6637 6.5163 6.5195 6.4906
population -1.2556* -1.5711%** -1.5678%** -1.5836%**
1.7393 2.8567 2.8382 2.7874
population2 0.0005* 0.0007*** 0.0007*** 0.0007***
1.6983 3.1189 3.1027 3.0549
Dincome -0.0023 0.0031 0.0031 0.0035
0.2384 0.2951 0.2919 0.2973
Dseasonal 471.5027%** 471.8320%** 472.2053%** 473.2867***
6.6126 6.6173 6.5896 6.608
passenger -0.0205
0.7478
did1 -16.4291 4.0407
0.4201 0.0495
did2 19.3445 39.7747
0.6033 0.6119
did3 26.668 47.1045
0.7784 0.8382
did 1 21.9809
0.3018
did 2 30.7796
0.3652
Constant 1821.6814%** 1495.7627*** 1495.3193%** 1474.0261**
3.359 2.7505 2.7501 2.4359
R-squared 0.094 0.093 0.093 0.093
N 7779 7779 7779 7779

*E p<01, ¥* p<.05, *p<.l

5. Conclusion

The research result in this paper shows that shutdown will decrease the car sales quantity across most
of the country but will increase the car sales quantity in cities with severer pandemic and high

mortality rate. Anti-epidemic activities required transportation capacity. In Hubei province, the

5



commutes of health workers were disrupted by the shutdown. As a result, car sales were relatively
high in severer pandemic areas. On the other hand, the severe epidemic and high fatality rate led to a
greater vigilance for personal safety. Future Improvement could include expending sample.
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Corruption, Reputational Damage, and Corporate Foreign Philanthropic Giving

Extended Abstract

Using MNEs’ Foreign Corrupt Practices Act (FCPA) violations as a negative reputation shock, we
examine whether and how U.S. MNEs use corporate foreign philanthropic giving to repair the
reputational damage sustained from corporate bribery in the host country. Employing a staggered
difference-in-differences (DiD) design, we find that peer U.S. MNEs significantly increase their
giving to the host country to repair the spillover reputational damage. Moreover, donations
successfully help MNEs restore firm value. Overall, our findings show that U.S. MNEs use
philanthropic giving to foreign countries as a strategic tool to manage their reputational capital after a

negative reputation shock.

Keyword: Corporate Social Responsibility, Bribery, Stakeholder, Reputational Capital

1. Introduction

Globalization has increased calls for multinational enterprises (MNEs) to use their resources to
alleviate a wide variety of social problems (Hillman and Keim, 2001). One common resource MNEs
use to help resolve social issues is corporate philanthropy, which is an important component of
corporate social responsibility (see Lev, Petrovits, and Radhakrishnan 2010; Marquis and Lee 2013).
Most studies on corporate philanthropic giving have focused on giving to domestic institutions or
giving as a whole. Few papers have investigated corporate philanthropic giving by MNEs to foreign
host countries, and even fewer have assessed how MNEs dynamically adjust their philanthropic giving
in response to negative reputation shocks in a foreign host country. We posit that U.S. MNEs
strategically employ corporate philanthropic giving to build reputational capital. Specifically, we
examine whether and how U.S. MNEs use corporate philanthropic giving to a foreign host country to

repair the reputational damage sustained from corporate bribery in the host country.

We use MNESs’ bribery of government officials in foreign host countries and the related enforcement



action as a negative reputation shock. Enacted by the U.S. Congress in 1977 after the Watergate
scandal, the Foreign Corrupt Practices Act (FCPA) makes it unlawful for firms to engage in corporate
bribery with foreign government officials for the purpose of obtaining or retaining business. With the
rising number of FCPA enforcement cases and the increasing penalty amounts for these cases in recent
years, violations of the FCPA have become a substantial concern for U.S. MNEs (Jia, Li, and Zhao

2022).

2. Literature Review and Hypothesis Development

An MNE’s FCPA violations can negatively affect its corporate reputation for two main reasons. First,
these violations reveal significant deficiencies in the firm’s internal control system and bring into
question the quality of the firm’s overall corporate governance (Christensen, Maffett, and Rauter 2021;
Lawson, Martin, Muriel, and Wilkins 2019). Second, these violations indicate that the firm has failed
to contribute positively to the local communities that it serves in the foreign host countries. Corporate
bribery fosters corruption in the host country, which has many negative consequences for the host
country, including slower economic growth (Mauro 1995), lower public policy effectiveness (Ades
and Di Tella 1997), and less investment in education and health care (Mauro 1998). Due to the
governance and social implications of corporate foreign bribery, an MNE’s FCPA violation deviates
from the social expectations in the United States, the home country of the MNE, even when it takes
place in foreign host countries where bribery may be an accepted norm (Darrough 2010). It therefore
negatively affects an MNE’s corporate reputation and causes reputation loss at the home country.

These possibilities lead to our first hypothesis:

Hypothesis 1. U.S. MNEs experience reputation losses after their FCPA violations are

revealed through enforcement.

While an FCPA violation can cause reputational damage to U.S. MNEs that are directly involved in
the enforcement actions (i.e., focal firms), we expect such reputational damage to spread to other U.S.

MNEs that operate in the same host country as the focal firms (i.e., peer firms), creating a spillover



effect. This negative spillover may occur because one MNE’s FCPA violation may lead investors to
question all MNEs operating in the same host country as these firms tend to develop similar business
practices when adapting to the local environment (Kostova and Zaheer, 1999). It therefore
contaminates the brand name of all U.S. MNEs and causes systematic reputational damage to peer

firms operating in the same host country. This leads to our second hypothesis

Hypothesis 2. Peer U.S. MNEs that operate in the same host country as the focal firms

experience reputation losses after the focal firms’ FCPA violations.

Firms experiencing reputation losses due to negative events take significant remedial actions to rebuild
their reputational capital. Chakravarthy, DeHaan, and Rajgopal (2014) find that firms engage in more
reputation-building actions, especially those targeted at capital market providers, following major
accounting restatements. Akey, Lewellen, Liskovich, and Schiller (2021) find that firms increase their
CSR investment following unexpected data breaches to restore reputational capital. Our study
examines corporate bribery of MNEs that takes place in foreign host countries and as a result primarily
affects the local communities in these host country. In doing so, our work complements prior research
that generally focuses on reputation shocks that occur in the United States and directly affect U.S.

communities (Chakravarthy et al. 2014; Akey et al. 2022).

We expect that U.S. MNEs, both focal and peer firms that suffer reputation losses from FCPA
violations will use foreign philanthropic giving to rebuild their reputational capital. Prior literature
suggests that corporate philanthropic giving is frequently used by MNEs as part of their multinational
strategy to operate in foreign markets even in the absence of negative reputation shocks (Henisz,
Dorobantu, and Nartey 2014). Philanthropy giving can help firms boost sales growth (Lev et al. 2010),
gain legitimacy (Hornstein and Zhao 2018; Wang and Qian 2011), manage earnings (Petrovits 2006)
provide firms with insurance-like protections in unfavorable situations and ultimately maximize
shareholder wealth (Godfrey 2005). Therefore, philanthropic giving is a prime candidate for MNEs
seeking to restore their reputations following FCPA enforcement in the foreign host countries. Our

hypotheses are stated as follows:



Hypothesis 3. Focal and peer U.S. MNEs increase their philanthropic giving to a host country

after receiving FCPA enforcement in the host country.

3. Method and Result

To empirically examine these research questions, we manually collect FCPA enforcement data from
the U.S. Securities and Exchange Commission (SEC) and U.S. Department of Justice (DOJ) websites.
We collect stock price data from the Center for Research in Security Prices (CRSP) and data on
philanthropic giving from the Foundation Directory Online (FDO, formerly known as Foundation
Center). First, we employ an event study approach to examine the reputational damage imposed by
initial FCPA enforcement on focal firms and peer firms. We find that all U.S. MNE:s, including focal
firms of FCPA enforcement actions and peer firms operating in the same host country, experience
negative returns over the 5-day window around the enforcement date, suggesting that U.S. MNEs

experience significant reputational losses after the FCPA enforcement (Table 1).

Next, we study how MNEs strategically use philanthropic giving to repair their reputational damage
(Table 2). Employing a staggered difference-in-differences (DiD) design, we find that while focal
firms of FCPA enforcement do not change their donations to a foreign country after the initial FCPA
enforcement in that country, peer MNEs significantly increase their donations to the foreign country.
Consequently, peer firms that donate to the FCPA focal country enjoy a higher firm value relative to
peer firms that do not donate (Table 3). Together, these results suggest that philanthropic giving, when
used after a focal firm’s misconduct is revealed, may not be as effective in repairing reputational
damage because it can be perceived as opportunistic and insincere. However, when used proactively
by peer firms that suffered spillover reputational damage, philanthropic giving can help these firms

build reputational capital.

In addition, we perform various analyses that examine the parallel trends assumption, which is the
identifying assumption underlying our staggered DiD design. Our main results are robust to these tests

and provide confidence for our main inference on the effect of FCPA enforcement on MNEs’



philanthropic giving. In cross-sectional analyses, we find that peer firms that operate in sin industries,
peer firms that have weaker corporate governance and social performance donate more after the initial

FCPA enforcement.

4. Discussion

Our paper extends prior research on corporate misconduct and reputational capital by focusing on
FCPA violations — a unique corporate misconduct that occurs in foreign host countries and as a result
primarily affects the local communities in the foreign countries. Unlike prior studies that generally
examine misconducts that occur in the United States and adversely affect U.S. stakeholders, our paper
exploits an international setting that allows us to investigate the implications of U.S. MNEs’
misconducts in foreign countries and how these firms remedy the reputational damage from these
misconducts. By doing so, we focus on the citizens of foreign host countries as a unique and important

group of stakeholders for MNEs, which remains under-researched.

Moreover, our paper examines the reputational loss and subsequent remedial action of focal firms of
FCPA violations as well as peer firms that operate in the same host country as the focal firms. Our
results show that while focal firms’ giving to an FCPA host country does not change significantly,
peer MNE:s increase their giving substantially after FCPA enforcement against the focal firms. The
difference in response from focal and peer firms suggests that philanthropic giving, when used after a
focal firm’s misconduct is revealed, may not be as effective in repairing reputational damage. When

used proactively however, philanthropic giving can help peer firms manage reputational capital.

Furthermore, our paper provides new evidence for the debate on whether corporate social
responsibility activities in general, and philanthropic giving in particular, increase firm value or
merely reflect agency costs. Our results show that peer firms increase their philanthropic giving to a
foreign country after experiencing reputational damage in that country, which is more consistent with

a value-enhancing view.



Finally, our paper contributes to the literature on how the FCPA affects MNE behavior. Jia et al.
(2022) find that FCPA enforcement deters U.S. MNEs’ from making foreign investment. However, it
remains unclear whether and how MNEs mitigate this unfavorable impact of FCPA enforcement. Our
paper addresses this question by examining the philanthropic strategies of U.S. MNEs. Our findings
show that FCPA enforcement tarnishes U.S. MNEs’ brand name, which prompts peer MNEs to
strategically employ philanthropic giving to repair the reputational damages. These findings have
implications for MNEs conducting business in complex institutional environments in foreign host

countries and for authorities interested in the consequences of FCPA enforcement.
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Appendix 1: Variable Definitions

Name [ Definitions Sources
Dependent Variables
Total amount of donation to the host country. Log
Foreign Donation transformations (natural log of the exact value plus )
Foundation

one) are used in regressions.

Domestic Donation

Total amount of domestic donations by the firm. Log
transformations are used in regressions.

Foreign Donation to Elsewhere

Total amount of donation in other foreign host
countries. Log transformations are used in
regressions.

Directory Online,
formerly known
as Foundation
Center

Independent Variables
An indicator variable that turns from 0 to 1 for focal
firms after a foreign host country has experienced its

First FCPA Focal first FCPA enforcement. Focal firms are firms that
have been defendants of an FCPA enforcement Manually
action. collected from
An indicator variable that turns from 0 to 1 for peer | SEC and DOJ
firms after a foreign host country has experienced its | websites; Exhibit

. first FCPA enforcement. Peer firms are firms that 21
First FCPA Peer

report a subsidiary in the host country that
experienced its first FCPA enforcement but are not
the defendants of an FCPA enforcement action.

Control and Other Variables

Host Country Importance

Number of times that the host country has been
mentioned in exhibit 21 of 10-K. Log
transformations are used in regressions.

Exhibit 21 of 10-
K

Number of Total Foreign Log transformation of the firm’s total number of Capital TQ
Subsidiaries subsidiaries outside the United States. P
Geographic Diversification Log transfonnathn of the number of countries that Compustat
the firm operates in.
Year minus 2001 - consecutive numbers starting
Trend from 1 for the year 2002. Manually coded
An indicator variable equal to 1 if the host country Center for
. . . . Research on the
Natural Disaster has experienced at least one natural disaster during . .
. Epidemiology of
the year, 0 otherwise. i
Disasters
Absolute difference between the GDP of the host
GDP Distance country and the United States. Log transformations
are used in regressions. World Bank

Rule of Law Distance

Absolute difference between the rule of law index of
the host country and the United States.

Foreign direct investment from the United States to

U.S. Bureau of

U.S. FDI to Host it Economic
the host country, scaled by the host country’s GDP. Analysis (BEA)
The level of a firm’s corporate social responsibility
. e performance calculated as the sum of strengths
Corporate Social Responsibility . . .
minus sum of concerns of environmental and social
ratings in the database. KLD

Corporate Governance

The quality of a firm’s corporate governance
calculated as the sum of strengths minus sum of
concerns of governance ratings in the database.




Table 1: FCPA Enforcement, Reputational Damage, and Spillover Effect—Tests of H1
and H2

Panel A: Reputational Damage to Focal Firms

Cumulative
Day N R}Zi:vrn A}l;l;?lrl*;nnal thlr?:gc?rln Direct Cost Indirect Cost
Day -2
-2 29 -0.37% -0.78% -0.78%
-1 29 -1.32% -1.09% -1.88%
0 29 1.07% 0.99% -0.89% -0.91%** -1.51%*
1 29 0.08% -0.43% -1.32%
2 29 -1.07% -1.05%* -2.42%**

Panel B: Spillover to Peer U.S. MNEs Operating in the Same Host Country

Cumulative Abnormal

Day N Raw Return Abnormal Return Return from Day -2
-2 7018 0.09% -0.18%%** -0.18%%**
-1 7018 -0.35% -0.21%%** -0.39%%**
0 7018 -0.21% 0.05% -0.34%%**
1 7018 -0.12% -0.08% -0.42%%**
2 7018 -0.32% -0.06% -0.47%***

This table presents event study results that examine reputational damage and its spillover effect over the 5-day
window around the settlement of FCPA enforcement. Raw Return is average daily returns of affected companies.
Abnormal Return is daily abnormal returns derived from market model. Cumulative Abnormal Return is the sum
of abnormal returns from the start of event window (Day —2) to the event dates with the minimum and maximum
observations winsorized. Direct cost is the total monetary penalty amount divided by the firm’s market
capitalization at the beginning of the event window, with the minimum and maximum observation winsorized.
Indirect cost is cumulative abnormal return from day -2 to day +2 minus direct cost. *** ** and * indicate
significance at the 1%, 5%, and 10% levels, respectively.
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Table 2: FCPA Enforcement and Foreign Donations—Test of H3

@) )
Dependent Variable: Ln(Foreign Donation) Ln(Foreign or Domestic
Donation)
First FCPA Focal -0.361 -0.415
(-0.28) (-0.32)
First FCPA Peer 0.959%** 1.068***
(3.35) (3.68)
Host Country Importance 0.081
(0.81)
Number of Foreign Subsidiaries -3.199%** -0.930%*
(-11.07) (-2.09)
Geographic Diversification 0.520%** 0.5027%**
(4.28) (4.34)
Foreign Donation to Elsewhere 0.022%* 0.011
(2.06) (1.04)
Trend -0.662%** -0.682%**
(-18.68) (-21.55)
Natural Disaster -0.012 -0.027
(-0.08) (-0.19)
GDP Distance -0.537 0.310
(-0.30) (0.20)
Rule of Law Distance -0.232 -0.124
(-0.50) (-0.27)
U.S. FDI to Host 1.220
(1.06)
Corporate Social Responsibility -0.023 -0.018
(-1.26) (-1.04)
Corporate Governance 0.063* 0.062*
(1.82) (1.87)
Firm, Country, Year Fixed Effects Yes Yes
Observations 14,014 15,435
Adjusted R-squared 0.307 0.374

This table presents results for our analyses of H2 on the effect of FCPA enforcement in a foreign host country on
U.S. firms’ corporate giving to that foreign country. Column (1) uses a DiD design in which donations to foreign
host countries of that have experienced FCPA enforcement are the treatment group and donations to foreign host
countries that have not experienced FCPA enforcement (non-FCPA foreign host countries) are the control group.
Column (2) uses an alternative DiD design in which firms’ domestic donations, i.e., donations to institutions in

the United States, and donations to non-FCPA foreign host countries are both used as the control group. Robust t

standard errors are clustered at firm-country pair level. All continuous variables are winsorized at the 1st and

99th percentiles. The t-statistics are reported in parentheses. ***, ** and * indicate significance at the 1%, 5%,

and 10% levels, respectively. Detailed variable definitions are provided in Appendix 1.
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Table 3: FCPA Enforcement, Foreign Donations, and Firm Value

Dependent Variable: Tobin Q
Post Donation Yearl -0.00695
(-0.27)
Post Donation Year2 0.00762
(0.42)
Post Donation Year3 0.04016%*
(2.01)
Post Donation Year4 0.00181
(0.09)
Post Donation after Year4 0.01100
(0.60)
Return on assets 2.03465%*
(2.15)
Leverage -0.16112
(-0.44)
Adpvertising Expense 2.03857
(0.58)
R&D Expense 4.24611%*
(1.73)
Sales Growth -0.12843
(-1.37)
Capital Expenditure -0.53548
(-0.22)
Size -0.48801***
(-5.10)
Age 0.39528
(1.05)
Corporate Social Responsibility -0.02125*
(-1.86)
Corporate Governance -0.02368**
(-1.99)
Firm, Country, Year Fixed Effects Yes
Observations 11,705
Adjusted R-squared 0.833

This table presents results for our analyses on the effect of peer MNESs’ post-FCPA donations on firm value.
Robust t standard errors are clustered at firm-country pair level. All continuous variables are winsorized at the
Ist and 99th percentiles. The t-statistics are reported in parentheses. *** ** and * indicate significance at the
1%, 5%, and 10% levels, respectively. Detailed variable definitions are provided in Appendix 1.

12



EE%;‘CE‘K?SZE?UNIVERSITY ‘ %4 SChOOI Of BUSiness

S University of
OF HONG KONG The Hang Seng University of Hong Kong ] Nottingham

A~
UK | CHINA | MALAYSIA

CHAPTER
Asia Pacific

Paper Number: MS0033

Leveraging Managerial Cultural Capital:
Making International IT Offshoring Firms in

the Asia Pacific More Resilient in Turbulent Times

Alfred PRESBITERO
Deakin University
Australia



Leveraging managerial cultural capital: Making international IT offshoring firms in the Asia

Pacific more resilient in turbulent times

Alfred Presbitero
Deakin Business School, Deakin University, Australia

alfred.presbitero@deakin.edu.au

Extended Abstract

This study highlights how the international IT offshoring industry particularly in the Asia Pacific
region can become resilient amidst the continuing negative impact of the global pandemic.
Specifically, this study puts the spotlight on managerial cultural capital. Studies were conducted in two
international IT offshoring firms in the Philippines (Study 1 n=215; Study 2 n-273) revealing how
managerial cultural capital in the form of managerial cultural intelligence can facilitate effective
networking and relationship building which are critical in the success of global businesses in the new

normal, post-pandemic context.

Keyword: Resilience, Cultural Capital, International IT Offshoring, Asia Pacific.

1. Introduction

The international IT offshoring industry reported significant growth in the Asia Pacific region
(Tholons, 2016; ATKearney, 2015), however, like many industries, it was not spared by the COVID-19
pandemic. While the impact may not be as disastrous compared to other industries, there remains to be
a challenge on how to remain resilient in this highly competitive and challenging business
environment. Hence, in this study, we aim to contribute to knowledge by highlighting the important
role of managerial capitals in ensuring resiliency within the international IT offshoring industry in the
Asia Pacific region. Managerial capitals consist of talents of managers within firms who help ensure
the delivery of high quality and innovative services (e.g., Manning, Larsen & Bharati, 2015; O’Cass &

Sok, 2013). We focus on these managerial capitals and the implications of leveraging on these to
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ensure resilience of international IT offshoring firms particularly in the Asia Pacific region in the new

normal, post-COVID context.

1. Conceptual Background and Hypotheses Development

1.1. Managerial Human Capital and Social Capital

Managers are assets who play significant roles in ensuring that organizational efficiency is achieved
and that all the functions in an organization are strategically implemented (Wiersema, 2015).
Managers are tasked to oversee aspects of organizational functioning, hence, they should have the set
of knowledge, skills and experiences to ensure proper delivery of such functions. This set of
capabilities can be argued to form the managerial human capital. Managerial human capital is being
asserted in this study to be positively and significantly related to managerial social capital or the
collection of capabilities of managers that enable the establishment of mutual obligations and
friendships (Luk et al., 2008). This assertion draws from Rowley and Redding’s (2012) work on
human and social capital. They explained that human capital is related to social capital which is
referred to as the horizontal associations between and among people that enable them to be productive
and competitive (Armstrong, 2001). They further explained that human capital leads to the growth of
social capital mainly because of the collective quality of people allowing them to establish social
networks that set the stage for trust, cooperation and innovation (Rowley & Redding, 2012). As
highlighted by Johnson, Schnatterly and Hill (2013), human capital consists of skills and experiences
that can be utilized by company directors and CEOs to achieve effective decision-making and building
interorganizational ties. At the managerial level, this assertion can also be made. When managers
possess human capital which consists of a bundle of knowledge, skills and experiences then it would
enable them to have social capital or the possession of the capability to easily establish social networks
and partnerships. Santarelli and Tran (2013) empirically demonstrated the link between human and
social capital in shaping entrepreneurial performance in Vietnam. Similarly, Kobayashi, Kagawa and
Sato (2015) found significant relationship between human capital and social capital in the Japanese

labor market. Following these theoretical assertions and empirical findings, it is posited that:
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H1: Managerial human capital is positively and significantly related to managerial social capital.

2.2 Mediating role of managerial cultural capital

Cultural intelligence (or CQ) is a set of cultural capital which has shown to play an important role in
IT offshoring projects particularly as a driver for the development of negotiated culture which is
mainly characterized by shared understanding and deep trust-based interpersonal relationships among
project team members (Gregory, Prifling & Beck, 2009). CQ has further been viewed as a dynamic
capability (Moon, 2010) possessed by a collective or a group of organisational members. This
assertion has given rise to the concept of managerial CQ which has been defined as the collection of
organizational managers’ cultural capability that is composed of cognitive, metacognitive,
motivational and behavioral components (Ang & Inkpen, 2008). Managerial CQ can be argued to
mediate the relationship between managerial human capital and managerial social capital. Ang and
Inkpen (2008) assert that CQ can help facilitate the development of effective inter-organizational
interface between the supplier (or service provider) and customers. When managers in service
provider’s firm have high levels of CQ then it can be expected that they can establish substantial and
effective relationships with their clients, customers and other stakeholders despite cultural differences.
In other words, they would manage effectively cultural differences as they would have set of strategies
related to effective communication in culturally-diverse contexts (Bucker, Furrer, Poutsma, Buyens
2014), cultural decision making effectiveness (Ang et al, 2007) and performance effectiveness
(Presbitero & Toledano, 2017). Such strategies can enable managers to easily develop and establish
social ties and linkages due to the intercultural capability and knowledge of various cultures and how
they operate. Hence,

H2: Managerial cultural intelligence mediates the relationship between managerial human capital and

social capital

2. Method
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To test these hypotheses, two studies were conducted in the Philippines. Both studies followed the
same procedures. An initial approach was made to the Chief Executive Office/President of the IT
offshoring company in the Philippines. Meetings were held to discuss the objectives of the study. After
the consent was obtained, potential respondents were identified and an online survey instrument was
developed and pre-tested. The participating companies were assured that the identity of the
respondents as well as their identities would remain anonymous. Two hundred fifteen participated in

the first study and two hundred seventy three participated in the second study.

3. Results

To test mediation for Study 1, Baron and Kenny’s (1986) guidelines were followed. First, the influence
of the predictor variable (managerial human capital) on the outcome variable (managerial social
capital) was tested. Second, the influence of the predictor variable (managerial human capital) on the
mediator (managerial CQ) was determined. Third, the predictor variable (managerial human capital)
was regressed on both mediator (managerial CQ) and outcome variable (managerial social capital).
Results show that managerial human capital has a positive and significant influence on managerial
social capital (B=.30, p < 0.05) demonstrating support for H1. Results further show that managerial
human capital has a positive and significant influence on managerial CQ (B=.35, p <0.05). When
managerial human capital was regressed on both managerial CQ and managerial social capital, the
result remained positive and significant (f=.34, p < 0.05). Sobel test (Sobel 1982) was conducted and
result showed that the path to human social capital was significant (z=2.54, p<.05) showing support
for H2 that managerial CQ mediated (partially) the relationship between managerial human capital and

managerial social capital.

For Study 2, results show that managerial human capital has a positive and significant influence on
managerial social capital (=21, p < 0.05) further demonstrating support for H1. Results further show
that managerial human capital has a positive and significant influence on managerial CQ (f=.25, p <
0.05). When managerial human capital was regressed on both managerial CQ and managerial social

capital, the result remained positive and significant (£=.30, p < 0.05). Sobel test (Sobel, 1982) was
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conducted and result showed that the path to human social capital was significant (z=2.97, p<.05)
showing support for H2b that managerial CQ mediated (partially) the relationship between managerial

human capital and managerial social capital.

4. Discussion and Conclusion

This research puts the spotlight on managerial capital which emphasis given on managerial human
capital, managerial social capital and managerial cultural capital. These capitals are shown to be
valuable in international IT offshoring firms and specific emphasis has been given on cultural capital
in the form of managerial cultural intelligence. Managerial cultural intelligence is a specific set of
capabilities that can be influenced by managerial human capital and can consequently explain and
impact managerial social capital. This mechanism which explains the role of managerial cultural
intelligence highlights the need to constantly develop cross-cultural capabilities of managers within
international IT offshoring firms as a way to become resilience amidst the pressures from the external
environment. The international IT offshoring industry operates in global contexts, hence, it is
imperative that they are able to train and develop a pool of managers with high levels of cultural

intelligence to help them secure a competitive advantage during this period of global disruptions.

However, while we have generated valuable insights, there remains to be limitations in this study
which can be pursued in future research. For example, more distal outcome variables can be examined
in future studies. In addition, directly measuring resilience both at managerial level and firm-level may
be valuable in further providing support on how resilience is influenced particularly in global
disruptions such as in the case of a pandemic. Organizational-related variables can also be examined in
the future to determine the most valuable factor that helps build managerial capitals vis-a-vis resilience

in organizations.
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Extended Abstract

This paper investigates when and how consumers exhibit different consumption preferences
(compensatory vs. adaptive consumption) when encountering self-deficits. Several studies among
Chinese subjects showed that entity-theorists experiencing self-deficits held higher purchase intention
for compensatory consumption, which was driven by the motive to self-defend; whereas incremental-
theorists experiencing self-deficits held higher purchase intention for adaptive consumption, while the
mediated role of the motive to self-enhance was not significant here. We also showed that a prior self-
recovery opportunity would attenuate the motives of both self-defend and self-enhance, and thus reduce

purchase intention for compensatory and adaptive consumption, respectively.

Keyword: Consumption Preference, Self-Deficits, Implicit Self-Theories, Goal Orientation

1. Introduction

We sometimes hold inconsistent or even conflicting beliefs between our ideal self and the actual self
(Higgins, 1987). When perceiving self-deficits, consumers could resort to two resolving patterns:
compensatory consumption and adaptive consumption (Kim and Gal, 2014). Compensatory
consumption helps compensate the threatened self through status-signaling or “making up” for ideal self.
This could partly explain why Chinese luxury market increased by 57% in 2020 despite of COVID-19,

as the high-income consumers urged to regain their self-pleasure after epidemic lockdown (BCG, 2021).
1



Adaptive consumption helps enhance the deficit domain and improve capabilities level (Kim and Rucker,
2012), as an effective way of filling the psychological discrepancy and reducing anxiety. This is
evidenced by the rapid growth of Chinese postgraduate training market. However, little research has
investigated the differences between the two consumption patterns. This paper focuses on when and
how consumers would resort to compensatory versus adaptive consumption as a means to remedy their

impaired self-esteem.

2. Literature and Hypotheses Development

2.1. Self-Deficits and Consumption Decisions

Self-deficits could activate psychological discomfort and consumers make consumption decisions to
restore their self-esteem (Gao et al., 2009). Kim and Gal (2014) found that consumers preferred
compensatory consumption when facing self-threats from their ideal beliefs, because compensatory
products helped disguise the discrepancies by signaling their ideal status. Meanwhile, they also
documented that consumers with higher level of self-acceptance will be less anxious about the current

threats and choose adaptive consumption to enhance their capabilities and intelligence.

Hypothesis 1a. Perceived self-deficits would have a positive effect on compensatory consumption.

Hypothesis 1b. Perceived self-deficits would have a positive effect on adaptive consumption.

2.2. Implicit Self-Theories and Self-Restore Motive

Goal orientation theory has made a distinction between validation-seeking motive (e.g. self-defense)
and growth-seeking motive (e.g. self-enhancement) (Dykman, 1998). The different motive types help
explain why individuals resort to different consumption patterns when experiencing self-deficits. This
is dependent on the implicit theories people hold about themselves. Implicit self-theories made a
distinction between individuals believing relatively fixed characteristics on human’s personalities
(entity theorists) and individuals believing malleable characteristics on human’s personalities

(incremental theorists) (McConnell, 2001). Prior research has shown that the two types of implicit
2



theorists would exhibit different coping strategies (Dweck, Chiu & Hong, 1995). Therefore, we
speculate that experiencing self-deficits would activate different coping reactions for entity theorists and

incremental theorists, respectively, and therefore, lead to different consumption preferences.

Hypothesis 2. Perceived self-deficits would activate the motive to self-defend for entity-theorists,

while activating the motive to self~enhance for incremental-theorists.

Hypothesis 3. Experiencing self-deficits would increase compensatory purchase intention for

entity-theorists; while increasing adaptive purchase intention for incremental-theorists’.

Hypothesis 4. The effect of self-deficits on entity-theorists’ compensatory preference is mediated
by the motive to defend; whereas the effect on incremental-theorists’ adaptive preference is mediated

by the motive to enhance.

2.3. The Moderated Role of Opportunity for Self-Recovery

Prior research has shown that the effects of self-deficits on compensatory consumption would be
mitigated when an alternative opportunity to regain the self-esteem was present. In particular, if given
an opportunity for self-recovery, consumers’ identity-based motivation to self-reconciliation and their
willingness to make further consuming decision would be weakened because of the devaluation effect
(Brendl et al., 2014) as the objects became unrelated to the focal needs. Therefore, we speculate that the
effects of self-deficits on both compensatory consumption and adaptive consumption would be

diminished when there exists an opportunity to regain the self-esteem.

Hypothesis 5. The effect of self-deficits on the motives to self-restore and purchase intention would be
mitigated when a self-recovery opportunity is present, compared to when there is no self-recovery

opportunity.

3. Method and Results

Two separate studies were set up to examine the abovementioned hypotheses respectively. The first

3



study examined the main effect of self-deficits and the moderated effect of implicit self-theories, as well
as the mediating effects of motive types on consumption preference; whereas the second study examined
the moderating effects of self-recovery opportunity on motive types and thus purchase intention. All the

samples come from Chinese consumers.

In Study 1, among 149 valid responses, females accounted for a slightly higher portion (56%). And over
80% of the participants were ageing between 21 and 29. As for education, over half of them were from
Bachelor’s degree and one third of them had Master’s or higher degree. Four separate one-way ANOVAs
revealed the self-deficits’ main effects on motive to self-restore and purchase intention were all
significant. Then, Table 1 revealed the significant results for two-way ANOVAs that the simple main
effects of self-deficits on entity-theorists’ compensatory preference and incremental-theorists’ adaptive
preference were both significant (/' (1,67) =6.22, p=0.015; F (1,72) = 8.28, p =0.005). Further, Process
Model partially supported that entity-theorists’ purchase intention for compensatory products could be

motivated by self-defending; whereas for incremental-theorists. Thus, H4 was partially supported

In Study 2, with 141 valid responses, the sample exhibited similar demographic distribution with Study
1. Four separate two-way ANOVAs revealed that in self-deficits condition, both consumers’ motive to
self-restore (self-defense vs self-enhancement) and purchase intention (compensatory vs. adaptive) were
significantly mitigated when having a self-recovery opportunity. Further, Process Model supported that
the attenuation of compensatory and adaptive preference was driven by the reduced motives to self-

defend and to self-enhance for consumers in self-deficits who received a recovery opportunity.

4. Discussion

To conclude, we made a distinction between two types of self-restorative consumption patterns, showed
the main effects of self-deficits, showed the moderating effects of implicit self-theories, revealed the
mediating role of motive types, and identified the boundary condition by showing the attenuation effect.
Theoretically, our findings enriched the knowledge of the effects of self-deficits on consumption, and

how implicit theories lead to different coping strategies in consumption domain.



Managerially, products to resolve self-discrepancies are playing an increasingly important role in self-

value realization, especially in the modern society with high material life satisfaction. The present
finding would help answer two important questions: How to target consumers with different products?

To what extent would the marketing activities such as prior free trial work for different consumers?

In the future, we aim to replicate the studies with different types of deficits and self-theories to validate
the power of the findings, and to rule out alternative explanations that accounts for the effect. Further,
we aim to conduct the studies with samples from other countries, in order to figure out cultural

differences in this consumption domain.
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Appendix

Implicit Self-Theories
« Entity Theorists
+ Incremental Theorists

H3

Self-Deficits Hl

H2 Motive Types

* Motive to Defend
* Motive to Enhance

Opportunity for Self-
Recovery

Figure 1. Research Framework

H4 H5

Consumption Preference

+ Compensatory Consumption
* Adaptive Consumption

Table 1. Three-way Interaction Effects on Purchase Intention (ANOVA Results)

Compensatory Consumption

Adaptive Consumption

Entity- Incremental- Entity- Incremental-
. . ] Total . ] Total
Deficits theorists theorists theorists theorists

Manipulation Mean Mean Mean Mean Mean Mean

(SD) (SD) (SD) (SD) (SD) (SD)

. 4.08 3.14 3.58 3.71 4.40 4.07
Self-deficits

(1.62) (1.71) (1.72) (1.72) (1.69) (1.73)

. 3.06 2.74 2.90 3.62 3.29 3.46
No-deficits

(1.79) (1.30) (1.71) (1.65) (1.73) (1.69)

Total 3.60 2.96 3.27 3.67 3.91 3.79

ota
(1.77) (1.68) (1.75) (1.68) (1.79) (1.73)
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An Empirical Study on Environmental Disclosure, ESG Rating, and Green
Accounting

1. Research Purposes

There are longstanding and increasing governmental and academic interests in why companies
show their propensity for good environmental, social, and governance (ESG) practices (Huang,
2021). This research project aims to add to the existing literature concerning the relationships among
the important emergent awareness of the environment, social and governance, and resulting green
accounting disclosure. Though research in the ESG field has caught much academic attention in
recent years, there are many cross-disciplinary areas for further exploration, such as green finance
and green accounting disclosure related to the ESG. In finance, an increasingly significant way of
achieving quality green financial performance and environmental investment. Corresponding to the
upgraded scale of green investment, their impact on accounting disclosure has become a crucial
concern to the accounting profession.

To be specific, this study is designed to examine the constructs of ESG disclosure and ESG
rating for the Chinese listed companies and investigate whether they are related to corporate
financial performance. First, we test whether the existing environmental disclosure and
environmental investment can proxy for ESG disclosure in corporate ESG rating. We examine the
main effect of ESG disclosure on corporate financial performance. We test whether corporate
financial performance is significantly correlated to environmental disclosure and environmental
investment. Lastly, we investigate whether ESG rating moderates the main effect of ESG disclosure

on corporate financial performance.

2. Contributions and Implications

This paper contributes to the existing ESG literature in manifold ways: 1) Verify the validity
of the existing constructs of ‘green’ disclosure (i.e., environmental disclosure and environmental
investment) and ESG rating; 2) Explore the possibility that environmental disclosure and
environmental investment proxy for ESG disclosure in corporate ESG rating; 3) Verify the
moderation of ESG rating in the main effect of ESG disclosure on corporate financial performance.

3. Research Questions

Using a sample of Shanghai and Shenzhen Stock Markets, we intend to answer the following
research questions: 1) Do the concepts of ESG disclosure, environmental investment, and ESG
rating work well to capture the essence of ESG conceptualization? 2) Can environmental disclosure
and corporate environmental investment proxy for ESG disclosure in corporate ESG rating? 3) Is
environmental disclosure significantly associated with positive corporate financial performance? 4)
Is environmental investment significantly associated with positive corporate financial performance?
5) Does ESG rating moderate the main effect?

4. Literature Review and Research Hypotheses
4.1 Green disclosure and ESG rating

UNPRI defines responsible investment as "the strategy and practice of integrating

environmental, social and Governance (ESG) factors into investment decisions and active



ownership", and is committed to understanding the investment impact of the three main issues based
on ESG factors, and further promoting more responsible investment practices (UNPRI, 2022).
Currently, ESG is associated with three aspects, that is, ESG disclosure, ESG evaluation, and ESG
investment, and they are interrelated. A firm is mandated or volunteers to disclose the relevant
information or content defined in the ESG reporting framework, then the rating agency evaluates
the ESG information disclosed by the firm. And finally, investors make well-informed investment
decisions based on the ESG rating results, to optimize the economic and social values of investment.

Many leading publicly traded firms are releasing more information about their ESG efforts.
However, in the absence of a structured framework to report and monitor firms’ ESG efforts, the
burden lies on companies to communicate their initiatives and on investors to research them. There
are major rating agencies that emphasize the financial impact of ESG factors when measuring a
company’s ESG performance: RobecoSAM, Sustainalytics, and Thomson Reuters. Considering
only ratings that agree on a definition of ESG performance allows us to concentrate on the different
ways agencies measure ESG factors and the methodologies they use to aggregate them into a single
score (Lopez et al., 2020). That is where the ESG rating has been originated.

In this paper, we first use factor analysis to verify the validity of CSMAR’s ‘green’ concepts
of environmental disclosure, environmental investment, and ESG rating. As environmental
investment is measured at the dollar value or quantity of green projects invested in environmental
protection, we test the hypothesis assuming the validity of CSMAR’s environmental disclosure and
ESG rating with the following two CFA models:
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Figure 1: CFA Model for Environmental Disclosure Figure2: CFA Model for ESG Rating

4.2 Green disclosure and corporate financial performance

Green accounting, also referred to as environmental accounting, extends corporate reporting to
a new scope of combined environmental and economic accounting disclosure, to capture the long-
term sustainability of economic performance, undermined by environmental impacts. Green
accounting contributes to the management of environmental and operational costs of natural
resources and succeeds in defining and measuring the environmental sustainability of the economic
activity (P. Bartelmus, in Reference Module in Earth Systems and Environmental Sciences, 2013).

Halbritter and Dorfleitner (2015) contribute to the investigation of the link between corporate
social and financial performance based on environmental, social, and corporate governance (ESG)
ratings and the existing empirical evidence about this relationship. Hachenberg and Schiereck
(2018): The young growing market for green bonds offers investors the opportunity to take an
explicit focus on climate-protecting investment projects. Valuation of natural resources is an



essential input into both social cost-benefit analysis and some approaches to environmental
accounting. carry out natural resource accounting for important sectors like forests, water, and
ecosystem services (lyyanki V. Muralikrishna, Valli Manickam, in Environmental Management,
2017). Rounaghi (2019) states that green accounting is a type of accounting that attempts to factor
environmental costs into the financial results of operations. Nowadays, most companies are facing
environmental issues and are seeking an appropriate way to report and disclose the information to
the public. The environmental pollution issue is among the most important problems of today’s
human society. Therefore, this is very important to use environmental accounting as an attempt
towards protecting the environment.

As the economic measures and consequences of green accounting indicate sustainable growth,
which means achieving both long-term sustainable social development and green ecological growth,
we intend to test the main effect of green disclosure on corporate financial performance and use
environmental disclosure and environmental investment as proxies for green disclosure respectively.
Therefore, we propose the following research hypotheses:

HI: There is a significantly positive correlation between ESG disclosure and corporate
financial performance indicators, i.e., ROA/E, EBIT, Tobin Q, and PB/E ratios.

Hla: There is a significantly positive correlation between environmental disclosure and
corporate financial performance indicators, i.e., ROA/E, EBIT, Tobin Q, and PB/E ratios.

H1b: Corporate environmental investment is significantly associated with corporate financial
performance indicators, i.e., ROA/E, EBIT, Tobin Q, and PB/E ratios.

4.3 Green disclosure, ESG rating, and corporate financial performance

se three components of the ESG rating model, are obtained from CSMAR ESG Rating Dataset
(ESG P& TELR %1t 3 ), both environmental disclosure and environmental investment from
CSMAR Environmental Studies on Listed Companies ( /A S)3REHF51), and corporate financial
performance indicators from CSMAR Financial Data for Listed Companies (_£ /A ) 4 &R B
33). The following table summarizes the sample sizes for the variables of this study.

Table 1: Data collection

Variables Sample Size Available | Notes

EN DISCL 3766 CSMAR includes environmental disclosure for 2019

EN _INVEST 183 183 firms identified with eco-investments in 2019
ESG RATE 800 800 firms included in the 2019 CSMAR’s ESG rating
CFP 790 Financial data corresponding to ESG-rated firms in 2019

4.2 Research variables
All the research variables used in this study are listed in the following table.
Table 2: Research variables

Variables Description Source/Measurement

EN_DISCL Description of corporate CSMAR _L 74\ ) B 5
environmental disclosure content Constructed from 6 following dimensions

WasteGasEmissRed Reduction in waste gas emission CSMAR FHi/ASIHREHRR

WasteWaterEmissRed | Reduction in wastewater CSMAR FH/ASIENR

SootDustRed Reduction in dust pollution CSMAR /AT ERR

SolidWasteDispUtil Reduction in solid wastes CSMAR AT RERR




NoiseLightRadGovern | Reduction in noise, light & radiation | CSMAR _E /A 5] EME 5T

ClearProdImplement Implementation of clean products CSMAR /AT RERR

EN_INVEST $ Input in environment CSMAR _F 74\ aJ B 5

ESG _RATE Overall ESG score for a firm CSMAR ESG NEITFRZ 1T
Constructed from 3 following dimensions

E_RATE Environmental score for a firm CSMAR ESG &R 45811

S RATE Social score for a firm CSMAR ESG &R %511

G_RATE Government score for a firm CSMAR ESG MR St

CFP Corporate financial performance CSMAR _F T4\ e/l &K 5
6 CFP varialbes selected

ROA Return on total assets CSMAR A S MERATAR

ROE Return on equity CSMAR EMRAFMESRAHR

EBIT Earnings before interest and taxes | CSMAR /A T &R R

Tobin_Q A firm is over- or undervalued CSMAR /A SRR HAR
Market value divided by replacement cost

PB Price-to-book ratio per share CSMAR /A& IRRHAR

PE Price-to-earning ratio per share CSMAR A MEIRAHR

Two CFA models are used to analyze the validity of the CSMAR constructs for environmental
disclosure and environmental investment (see Section 4.1 for details).

To test the research hypotheses H1s, H2, and H3, we use the following regression models:

GREEN;i= o + BiCFP+ v, (Model 1)

in which, GREEN;refers to EN_DISCL, EN_INVEST, and CFP; refers to ROA/E, EBIT, Tobin
Q, and PB/E ratios.

ESG RATE;= o + BiCFP+ v, (Model 2)
in which, CFP;refers to ROA/E, EBIT, Tobin Q, and PB/E ratios.

CFPi= a + BiGREEN; + Bi GREEN;*ESG_RATE; + v, (Model 3)
in which, GREEN;refers to EN_DISCL, EN_INVEST, and CFP; refers to ROA/E, EBIT, Tobin
Q, and PB ratios.

4.3 Software used
In this study, SPSS version 22, including AMOS 22, is used to process the data and test models.

5. Empirical Results and Findings

The CFA results for environmental disclosure (EnvDisclosure) are as follows:
Result (Default model)

Minimum was achieved

Chi-square = 1225.541

Degrees of freedom = 10

Probability level =.000
Table 3: Regression Weights: (Group number 1 - Default model)



Estimate  S.E. CR. P Label
WasteGasEmissRed  <--- EnvDisclosure 1.000
WasteWaterEmissRed <--- EnvDisclosure .829  .008 104.364  ***
SootDustRed <--- EnvDisclosure S18  .008 67.034  H**
SolidWasteDispUtil ~ <--- EnvDisclosure .633  .008 77.933  x*E
NoiseLightRadGovern <--- EnvDisclosure 425 .007 64.683  ***
ClearProdlmplement <--- EnvDisclosure 261 .007 39.924  HEx*
Table 4: CMIN
Model NPAR CMIN DF P CMIN/DF
Default model 11 1225.541 10 .000 122.554
Saturated model 21 .000 0
Independence model 6 9073.262 15 .000 604.884
Table 5: RMR, GFI
Model RMR GFI AGFI PGFI
Default model .259 922 .837 439
Saturated model .000 1.000
Independence model 153 454 236 .324
Note: Sample size = 3766
The CFA results for ESG rating (expressed in ESGscoring) are as follows:
Table 6: Regression Weights: (Group number 1 - Default model)
This model is recursive.
Estimate  S.E. C.R. P Label
Escoring <--- ESG 1.000
Sscoring <--- ESG 1.061 .069 15.274  **x*
Gscoring <--- ESG 342 025 13513 kx*
Table 7: CMIN
Model NPAR CMIN DF P CMIN/DF
Default model 6 .000 0
Saturated model 6 .000 0
Independence model 3 724.869 3 .000 241.623
Table 8: RMR, GFI
Model RMR GFI AGFI PGFI
Default model .000 1.000
Saturated model .000 1.000
Independence model .633 .638 277 319

Note: Sample size = 800




Table 9 :Empirical test for H1

Variable Model 1a Model 1b

B Beta Sign. B Beta Sign.
(Constant) 0.363 <.001 0.363 0.806
TotalROA -1.768 -0.195 0.067 - - -
EBIT 8.016E-13  0.018 0.656 -7.172E-06 -0.028 0.752
ROE 1.192 0.195 0.036 -866114.378  -0.027 0.809
TobinQ 0.07 0.313 0.005 -78737.796 -0.051 0.738
PB -0.041 -0.259 0.009 181165.462 0.158 318
PE 1.971E-05  0.009 0.811 -51.845 -0.002 0.986
Valid N 790 183
In Model b, we delete the independent variable TotalROA to account for covariance
Model 1a:GREEN:I refers to EN_DISCL
Model 1b:GREENI refers to EN_INVEST

Model 1 shows that ROA, ROE, TobinQ and PB are support the hypotheses 1 and hypotheses
la. Among them, EN_DISCL and ROA is significant and there is a positive correlation between

them.EN_DISCL and ROE is highly significant and there is a positive correlation between them.

EN_DISCL and TobinQ is more significant and there is a positive correlation between them.

EN_DISCL and PB is highly significant and there is a negative correlation between them. When
ROA, ROE and TobinQ increase, EN_DISCL also increase. When PB decrease, EN_DISCL also
decrease. Model 1 shows that there is a significantly positive correlation between environment

disclosure and part of the corporate financial performance indicators, there is a significantly

negative correlation between environment disclosure and PB. Model 1 also shows that there is no

significant between invest and CFPi because the sample of the company invest is too small, this

can’t support whether the hypotheses 1b is true.
Table 10 :Empirical test for H2

Variable Model 2

B Beta Sign.
(Constant) 1.776 <.001
TatolROA 1.036 0.05 0.631
EBIT 1.742E-11  0.172 <.001
ROE -0.304 -0.022 0.811
TobinQ 0.016 0.032 0.772
PB -0.038 -0.106 0.281
PE -2.152E-05 -0.005 0.907
Valid N 800




Model 2 shows that ESG scoring and EBIT is extremely significant, there is a positive between

them and the ESG invest and EBIT is extremely significant. Two result confirm that hypotheses 2

is true .
Table 11: Empirical test for H3

Model 3 shows that ROE and EN_DISCL is more significant, there is a negative correlation
between them. EN_DISCL* ESG scoring is significant with ROE, EN_DISCL* ESG scoring
strengthens the relationship between ROE and EN_DISCL, the result confirm that hypotheses3 is

true.

6. Summary and Conclusions

This paper contributes to the existing ESG literature in manifold ways: 1) Explore the possibility

that environmental disclosure and environmental investment proxy for ESG disclosure in corporate

ESG rating; 2) Verify the moderation of ESG rating in the main effect of ESG disclosure on

corporate financial performance.

This paper explore the problems about the impact of international ESG rating on green accounting

Variable Model 3a Model
3b

B Beta Sign. B Beta Sign.
(Constant) 0.042 <.001 0.073 <.001
EnvDiscl -0.018 -0.099 0.107 -0.089 -0.128 0.037
EN_DiscIxESGscor 0.009 0.116 0.059 0.037 0.124 0.043
Valid N 790 790
Model 3a:GREEN!I refers to EN_DISCL, CFP refers to ROA
Model 3b:GREEN!I refers to EN_DISCL, CFP refers to ROE
Variable Model 3¢ Model

3d

B Beta Sign. B Beta Sign.
(Constant) 1.471 <.001 2.682 <.001
EnvDiscl 0.092 0.022 0.719 0.047 0.008 0.898
EN_DisclxESGscor 0.038 0.021 0.731 -0.006 -0.002 0.969
Valid N 790 790
Model 3¢c:GREENI refers to EN_DISCL, CFP refers to TobinQ
Model 3d:GREEN!I refers to EN_DISCL, CFP refers to PB
Variable Model 3e

B Beta Sign.

(Constant) 3435345976.5 <.001
EnvDiscl -4134689977.431 -0.19 0.004
EN_DiscIxESGscor 2582529186.2 0.263 <.001
Valid N 790
Model 3e:GREEN:I refers to EN_INVEST, CFP refers to EBIT




practices of Chinese enter and the empirical links between ESG regulations and actual CSR
reporting and ESG disclosure, as well as ESG integration into green accounting practices. But the
hypotheses 1b hasn’t been solve yet, this paper can’t reflect the relation between the company
environment investment and the corporate financial performance indicators. What’s more, this study
adds to the existing literature on the important emergent awareness of environment, society and
governance, and the resulting green accounting disclosure, which also raises the importance of green
accounting disclosure in Chinese enterprises. It is hoped that this study can help more enterprises
understand and implement ESG rating and green accounting disclosure. At the same time, we hope
to attract the attention of the government and further improve the ESG rating structure.

7. Limitations and Suggestions for Future Studies

Due to the late start of ESG disclosure and practice, this paper still have some problems. These
results must be interpreted with caution and a number of limitations should be borne in mind.

First, lack of reliable data; inadequate data disclosure by most companies makes the valid sample
size very small, e.g. EN_DISCL has an available sample size of 3,766, while the corresponding
available sample size for ESG_RATE is only 800 and the available sample size for EN_INVEST is
only 183. Second, lack of a well-developed ESG rating system; China's ESG rating system is not
yet well developed and the existing ESG rating system may not reflect well the actual ESG level of
Chinese companies. Third, lack of existing literature; the development of green accounting in China
started late compared to some developed countries, like European countries. We lack research
literature on green accounting based on the Chinese context.

In order to further improve this study, the following suggestions are made for future research.
Firstly, Strengthen the regulation of companies and allow more companies to disclose their ESG-
related data, so that ESG investors or researchers can gain a deeper understanding of the actual ESG
level of companies. In the meantime, we also hope that the Chinese government will strengthen its
political guidance to attract more people to engage in green accounting research, thereby improving
the literature base in the field of green accounting in China and improving the ESG rating system in
line with China's national conditions.
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Extended Abstract

International business research often puts focus on Multinational Enterprises (MNEs) in the
manufacturing industries because those are the primary and major participants involved in Foreign
Direct Investment (FDI). Although MNEs have been the most cited targets for analysis of FDI, current
trends have been putting focus on "BGC (Born Global Company)". In response to such change, the
revised version of Eclectic Paradigm was proposed seven (7) hypotheses by introducing Dynamic and
Cyclic Concept. In this paper, we use this revised version of Eclectic Paradigm as analytical

framework for two cases of BGCs.

Keyword: BGC (Born Global Company), Eclectic (OLI) Paradigm, Dynamic and Cyclic Concept

1. Introduction

In recent years, startup-companies that have entered into global business have emerged shortly after
their founding. It is called "BGC (Born Global Company)". Generally speaking, many companies are
doing businesses "first in domestic, later in abroad". After a long period of domestic business, there is
a gradual internationalization that goes through the stage of international trade (export) and technology
licensing, and finally moving to FDI (foreign direct investment) in local production and local R&D.
On the other hand, BGCs are characterized by aggressive global expansion called "suddenly overseas",
such as entering one or many overseas markets immediately after founding and the establishing
multiple foreign subsidiaries. It is noticed that emerging BGCs control business models, even though it
is necessary to have experience in utilizing the manufacturing equipment of major companies by
outsourcing and knowledge of parts of major companies behind the rapid growth of these companies.
Examples of BGCs can be found in many Nordic countries (Denmark, Norway, Sweden, Finland, etc.)
and Silicon Valley in the United States. In Japan, the drive for overseas expansion has become less
aggressive due to the policy of shifting to domestic demand, but the limit to the domestic market has
surfaced, and it has become necessary to seek a way out of the country. There is also a group of
companies called "Born-again Global Firm", which has grown rapidly in the foreign market by
companies with a history of devoted to domestic business until then (Nakamura, 2015).

In this paper, BGC is defined as "a startup business or SMEs (small and medium-sized enterprises)

that develops overseas business within 2 or 3 years after its founding".
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2. Literature Review and Hypothesis

2.1 Research on BGCs

With the rise of BGCs, research to analyze strategic behavior has increased rapidly in recent years.
In Northern Europe, the domestic demand is small because the population is small, but since it has
high technology, technology-intensive and high value-added industries such as IT, biotechnology,
pharmaceuticals, health industry, energy and environment have developed business on the premise of
foreign market. BGC is a combination of these three characteristics; "Startup and SMEs", "high-tech
startups” and "global companies".

Research on BGC is centered on Northern Europe, North America, and Australia, and includes (1)
Stages model, or Incremental International-resolution Approach, (2) Resource-based approach (RBV:
Resource Based View, or Combining resources and recycling technologies), and (3) Network approach
Theory, (4) Entrepreneurial approach (Entrepreneurship perspectives). In Japan hitch BGC are
analyzed (Fujisawa, 2005; Takai, 2007; Nakamura, 2008; Shima, 2006). Some studies have listed the
role of the government and its relationships (Guanxi network) as factors in China (Madsen and Serbais,
1997).

Guohua et al., (2019) has been searching for research papers (167 papers) of 28 famous journals on
BGC/INV (international new ventures) for the past 20 years or so. BGCs are considered a

phenomenon in these papers, but they have not yet reached a theoretical agreement.

2.2 Dunning’s Eclectic (OLI) Paradigm

Companies looking for the best way to enter a foreign market can choose from a number of options.
Options include exports, FDI, and franchise (or licensing) contracts. The Eclectic (OLI) Paradigm
(Dunning, 1979, 1988, 1993) is as a meta-framework for the analysis of international business (IB)
activities (Cantwell, 2015). Dunning's Eclectic paradigm (OLI paradigm) consists of three special
elements: (O) Ownership-specific advantage, (L) Location-specific advantage, and (I) Internalization.
Therefore, we call Eclectic paradigm as OLI paradigm as well.

"Ownership-specific advantage" refers to the company's intangible assets, such as technology,
knowledge, know-how, product differentiation capabilities, etc. which is almost same as FSA
(firm-specific-advantage) by Hymer (1960). Such intangible assets are identified as offering an
advantage over those existing local competitors. If it is more efficient to use such intangible assets
within the home country, export is selected. However, if it is more advantageous to use such assets in a
foreign country, FDI (owned subsidiary) is selected. When the company's intangible assets are
considered to be comparatively more advantageous in the foreign country than in the domestic (source)
country, the resulting "advantage" is identified as being a specific advantage of the foreign location. If
this intangible asset transaction is not available through the market, the company attempts to own its
own subsidiary in a foreign country. Incidentally, options that are not FDI include licensing and

franchising.
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2.3 Revised version of Eclectic (OLI) Paradigm and Seven Hypotheses
Let's consider the Dynamic and Cyclic concept to Eclectic (OLI) Paradigm in analyzing BGCs. If
seven hypotheses (1) to (7) can be well discussed, revised version is considered as appropriate.

(1) H1: Ownership Advantage may not necessarily by own resources.

The concept of Ownership Advantage is based on own resources, such as founders’ entrepreneurship,
experience, know-how, etc. as noted by Teece (2014) and Hennart (2009). However, it is enhanced by
obtained from others (e.g., M&A). This is quick way to obtain it in cooperation with other companies
by licensing, franchising, strategic alliance (Mathows, 2002). BGC may not fully accumulate the
"superiority of ownership"(FSA), but can be successfully combined from others, and can be
incorporated into business plans using an international network in the early stages of its founding.

(2) H2: Internalization Advantage defines the entry mode, such as FDI, licensing/franchising etc.

When a company considers internationalization, they do not necessarily choose FDI from the
beginning, nor do they consider only specific countries. Combination of entry mode and targeted
country is flexible. "Choose FDI" when a firm can enjoy "I: the superiority of internalization" as a
choice of foreign business. In addition to choosing FDI, there are also other options such as franchises.
It is easier to see that "O-L-I three-item cycle" is formed during the execution process. In some cases,
the company may transition from a joint venture subsidiary to a wholly owned subsidiary as it
continues to conduct activities in a foreign country. In the case of franchising, local subsidiaries
operate directly managed stores rather than directly from the parent company in their home country,
and franchise them to local companies via subsidiaries using this as a model case. Thus, the method of
advancement might be changed by the passage of time even in a target country.

(3) H3: Location Advantage is a combination of Ownership Advantage.

The usefulness of Ownership Advantage is depending on destination country (Location Advantage).
This means that the approach of Location and Ownership advantages is mutually related.

(4) H4: Add a perspective of resource-based view (RBV) and dynamic capabilities (DC)
perspective, to Ownership Advantage.

BGCs do not have rich management resources, however, analysis from a resource-based perspective
(RBV: Barny, 1991) is effective. In addition, it is easy to understand the consideration from the
viewpoint of dynamic capability (Teece, 2014) of how to obtain and replace limited capabilities.

(5) H5: The study "O—L—I" may start from anywhere of the three elements, it is sufficient to
consider the three elements.

It is appropriate to consider where and how to conduct activities in foreign countries while considering
the three items of "O - L - I". Therefore, it is good to start the consideration from any of the three items.
Of course, three items may be considered at the same time.

(6) H6: The "O—L—I" study will not only be considered when entering the market, but will
continue to be reviewed after entering the market.

"O—L—I" process is cyclically used. "O—I—L" may be called "OLI cycle". These three items

change the situation depending on the time history, and there is also a change in the advantageous
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method (FDI, trade, franchise, etc.) in the execution of overseas business, and there is also a change in
the advantageous country.

(7) H7: Not only the target countries, but also the "O—L—I" will be considered organically
integrated into other regions.

The reason for the revision is to enable dynamic analysis whereas the OLI paradigm is a static analysis.
In forming a review cycle of OLI, it is easier to understand that entry into another country will also be
considered. In addition, we look at countries that have already entered from an organic point of view.
It can be said that companies try to understand the target country as a place to do international

business individually, but as an organic combination including other target countries.

3. Case Study and Result

3.1 Case Study

The case analyses were conducted to two Japanese BGCs: Terra Motors and Mercari.

(1) Terra Motors

Tera Motors was founded in 2010 and has been developing its electric motorcycle business in Asia. In
2016, Terra Drone was established as a drone business, under Terra Group. In addition to electric
motorcycles, the company is challenging to win the global market in the drone business. Founder Toru
Tokushige has a vision of "creating a global Japanese company." Recognizing that the domestic
market will shrink, we regard Asia, which is expected to grow, as the main market. Tera Motors
co-launched three bases (including factories) in India, Nepal, and Bangladesh shortly after its founding
in 2010. In each market, the electric motorcycle business took six to seven years to turn a profit.

(2) Mercari

Mercari of flea market application was founded in 2013, and in 5 years since the service started, it has
exceeded 710,000 downloads (DL) and 1 million monthly users. The number of exhibits also exceeded
1 billion. In June 2018, listed in Mothers stock market and the market capitalization reached 351.6
billion yen. Mercari's group includes Mercari Co., Ltd. and its consolidated subsidiary Mercari, Inc.
(as of June 30, 2019), consisting of six companies: Merpay Co., Ltd., Michael Corporation, Sozo Co.,
Ltd., and Merpay Ltd. (U.K.), but with the withdrawal from U.K. in July 2019, they concentrated in
Japan and the United States. The development of Mercari is introduced mainly by three business

owners at the time of its founding (Shintaro Yamada, Hiroshi Tomishima, and Ryo Ishizuka).

3. 2 Result

In the case of Terra Motors and Mercari, the founders have had multiple founding members participate
instead of one person M. Especially, Mercari has continuously accepted technology development
experience, startup company experience, key man of growth department in large enterprise, etc. D
BGCs use human resources who are familiar with the country where they are expanding, and local

human resources, because the way of design and advertising is different depending on the country ™3,
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In terms of funding, Terra Motors, with the help of investors, has been accepting external funds both
during the initial growth period and recently. At Mercari, the founders have grown startups one after
another and sold them, and the proceeds from the sale seem to have become the capital of the
company's founding, but they have continued to raise external funds since the initial growth period.
Recently, it has sold its unprofitable division and concentrated on its U.S. operations ),

As a management resource for products and equipment, Terra Motors does not have a production and
R&D site in Japan, and utilizes its own factories and cooperating companies overseas 1. Mercari has
a distribution with an application development base and a customer center (Sendai, Fukuoka) in Japan.
About 80% of the development personnel are located in and for U.S. business.

Terra Motors’ main market is based on India, which can be expected to grow since its founding. At
Mercari, application development sites are not only in Japan but also in the United States 4 ®7),

Tera Motors and Mercari have wholly owned subsidiaries outside of Japan. Tera Motors and Mercari
are active in the combination of local complementary resources (CLAs) that they do not possess ).
For considering the Dynamic and Cyclic concept to Eclectic (OLI) Paradigm in analyzing BGCs,
seven hypotheses (H1) to (H7) are discussed by using two case analyses. The revised version is

considered as appropriate.

4. Consideration and Conclusion

4. 1 Consideration

The revised version is considered as appropriate; however, we should include entrepreneurship.

In the early stage of BGC, the management resources possessed by the company are mainly the
knowledge and experience that the founder has personally, and the knowledge and experience
possessed by co-founders, early directors, and employees are also put into it. With regard financial
management resources, self-funding is limited and it is necessary to raise external funds. Mercari and
Terra Motors also have clear entrepreneurial spirit of the founders, and the overseas. It is considered
that the entrepreneurship of the management is to summarize the elements of the stage model, resource

base, and network which are the previous research.

4. 2 Conclusion

Revised version of Eclectic (OLI) Paradigm is a model that explains corporate behavior, but it the
management who is making the decision of the company, and it seems to be more clearly influenced in
the organization where the size of the employee is not large like the BGCs. Entrepreneurship is the key
issue in BGCs, and we would like to consider how to incorporate it into the Revised version of
Eclectic (OLI) Paradigm in the future, while increasing the number of case studies. In Japan, there are
few BGC and unicorns, but not only financial issues but also cultural factors can be assumed, so I

would like to discuss them in near future.
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Abstract

In view of the Nasdaq’s proposal of Rules 5605(f) and 5606 in December 2020, which requires
board diversity and public disclosure on board-level diversity statistics, we conduct a survey with all
Hong Kong listed companies of their views on diverse directors. Receiving 95 effective responses, we
find that 61% of the respondents do not support the board diversity requirement, although 78% of the
respondents agree to publicly disclose board-level diversity statistics. Our survey results reflect that
Hong Kong listed companies are conservative to appoint LGBTQ+ directors and in general do not
welcome to include more diverse directors on the board.
Keywords: board diversity, female, minor ethnicity, LGBTQ+
1. Introduction

Corporate governance is the set of rules, practices, and processes within a company that helps
to direct and control the company to ensure that it operates legally and reaches its goals effectively.
Issues about board matters are important topics in corporate governance because the board of directors
is one of the major pillars of any corporate governance framework. We conduct a survey to investigate
the understanding of Hong Kong listed companies in respect of Nasdaq’s new requirement on board
diversity, i.e., Rules 5605(f) and 5606, and their views on diverse directors. We receive 95 effective

responses out of 2,568 listed companies in Hong Kong. Our primary findings show that 66% of the

* The corresponding author



respondents are not aware of the Nasdaq’s board diversity requirement and 61% of the respondents do

not support a similar board diversity requirement to be adopted by the Hong Kong Stock Exchange

(HKEX). Furthermore, 79% of the respondents do not agree that female directors could bring benefits

to firm performance or corporate governance.

Our study contributes to the existing research literature on board diversity. First, our study
extends this literature by showing that listed firms’ perceptions in respect of the benefits of female
directors are inconsistent with the empirical results. We believe that examining the reasons for the
inconsistency is of particular interest to research and practice. Second, our study provides initial
evidence of the views of Hong Kong listed firms on diverse directors in the context of the Nasdaq’s
requirement on board diversity. Finally, our study has implications for jurisdictions where the disclosure
requirements on board diversity similar to those of Nasdaq are being considered for adoption, and for
regulators to pay more attention to the discussion of minor ethnicity and/or LGBTQ+ directorship.

2. Background

2.1 Nasdaq’s proposal of Rules 5605(f) and 5606
On December 1, 2020, Nasdaq proposed to the Securities and Exchange Commission (SEC) to

advance board diversity and enhance the transparency of diversity statistics (Nasdaq 2020). The SEC

approved Rules 5605(f) and 5606 on August 6, 2021, to require that most Nasdag-listed companies,
other than foreign issuers, smaller reporting companies, and companies with boards consisting of five
or fewer members, to:

@) have at least two self-identified diverse directors, including one female director and one
underrepresented minority and/or LGBTQ+ director; or explain why the board does not include
such diverse directors; and

(i1) publicly disclose the board diversity statistics, including gender, racial characteristics, and

LGBTQ+ identity (Nasdaq 2021a, b).":?

! Rule 5605(f) defines underrepresented minority as an individual who self-identifies as one or more of the
following: Black or African American, Hispanic or Latinx, Asian, Native American or Alaska Native, Native
Hawaiian or Pacific Islander, or two or more races or ethnicities (Nasdaq 2021a). In our survey, we define a minor
ethnicity director as a director who is not Chinese.

2 Rule 5605(f) defines LGBTQ+ as an individual who self-identifies as any of the following: lesbian, gay, bisexual,
transgender, or as a member of the queer community (Nasdaq 2021a).
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2.2 Related studies

Board diversity aims to foster a range of demographic attributes with different characteristics in
the boardroom. Indeed, factors such as age, gender, education background, cultural ethnicity, race, and
even religious background have been taken into consideration in defining board diversity. Among those
mentioned important attributes of board diversity, gender diversity is considered the most representative
factor for the heterogeneity in the boardroom. Kang et al. (2010) state that increasing the intensity of
gender diversity in the boardroom improves the power of board members in their control and strategic
roles. Since the last decade, increasing focus has been placed on the board literature on how female
representation on boards affects board effectiveness (Simionescu et al. 2021). Prior studies show a
positive relationship between female representation on boards and board effectiveness in different
perspectives, including decision-making quality and shareholders’ confidence (Terjesen et al. 2009;
Huang and Kisgen 2013), law compliance (Perrault 2015; Dadanlar and Abebe 2020), firm’s
transparency, disclosure quality, and accountability (Capezio and Mavisakalyan 2016), as well as firm
performance, accounting performance and reporting quality (Chen et al. 2018; Sun and Zou 2021). Thus,
it is interesting to investigate whether the perceptions of listed companies are consistent with the
academic research in respect of the benefits of female directors.
3. Research Methodology and Results
3.1 Survey method

We start with all listed companies in Hong Kong as of July 2022.> We then make a phone call
to the Investor Relation Department of all listed companies to conduct the survey. If we cannot reach a
listed company with telephone, we send an email questionnaire to the company. Out of 2,568 listed
companies in Hong Kong, we receive 95 effective responses. Our sample size is around 95% confidence
level with a 10% margin of error. We also hand-collect the board statistics, location of principal business,
and number of business segments for each sample firm. Finally, we obtain financial data from the

CSMAR.

3 The companies listing can be obtained from the HKEX’s website: https:/www.hkex.com.hk/Market-
Data/Statistics/Consolidated-Reports. We cover companies listed on both the Main Board and GEM.
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3.2 Questionnaire

The survey is divided into four sections to understand: (1) the respondents’ awareness of the
Nasdaq’s board diversity rule, (2) their support for a similar board diversity rule to be adopted by the
HKEX, (3) their agreement with benefits brought by a diverse board, and (4) their opinions about
discrimination faced by diverse directors in Hong Kong. The questionnaire is composed of 16 questions:
yes-no questions, multichoice questions, rating questions, and questions that ask for open-ended
responses.
3.3 Empirical design

To examine whether and how firm characteristics may impact on the survey responses, we use
the following logistic regression model:
Response = a + ff;Location + B, ListingBoard + B;HiTech + B,Seg + BsSize + SgLev +

B,ROA + BgContLoss + S9Big4 + [1oFemaleDir% + 11 INED% +
Bi2DirAvgAge + [13ChairmanCEO + ,MaleCEO + ¢ (D

where Response denotes the response for: (1) the awareness of the Nasdaq’s board diversity rule, (2)
the support for a similar board diversity requirement to be adopted by the HKEX, (3) the support for the
mandatory disclosure requirement of board diversity to be adopted by the HKEX, and (4) the agreement
with benefits brought by a diverse board. Response takes 1 if the response is “Yes,” and 0 if the
response is “No.” We are interested in the following firm’s financial performance and corporate
governance that may impact on the survey responses: the location of principal business (Location),
whether it is Main Board-listed or GEM-listed (ListingBoard), whether it is a high-technology firm
(HiTech), number of business segments (Seg), firm size (Size), leverage (Lev), profitability (ROA),
whether it has continuous losses (ContLoss), whether it is audited by a Big 4 auditor (Big4), the
percentage of female directors on the board (FemaleDir%), the percentage of independent non-
executive directors on the board (INED%), the average age of directors (DirAvgAge), whether the

chairman of the board is also the CEO (ChairmanCEO), and whether the CEO is male (MaleCEO).



3.4 Results

We compare the industry distribution and various firms’ financial performance between our
sample and the population. Overall, our sample is comparable to the population in terms of industry
distribution and financial features such as firm size and percentage of loss-making firms.
3.4.1 Descriptive results

First, 66% of the respondents are not aware of the Nasdaq’s requirement on board diversity.
Second, 61% of the respondents do not support a similar board diversity requirement to be adopted by
the HKEX, although 78% of the respondents support publicly disclosing board-level diversity statistics.
Third, 79% of the respondents do not agree that female directors could bring benefits to firm
performance or corporate governance, which has been empirically supported by academic research.
Fourth, over half of the respondents consider that diverse directors face slight or no discrimination in
Hong Kong, while they also consider that female directors face less discrimination than minor ethnicity
or LGBTQ+ directors.
3.4.2 Empirical results and discussion

Next, we empirically test whether and how firm characteristics may impact on the survey
responses. First, we find that firms with higher profitability are less likely to be aware of the Nasdaq’s
board diversity requirement. It may be because firms with higher profitability are usually in industrials
and real estate industries, which are seldomly co-listed in the U.S. Thus, these firms may not be aware
of the Nasdaq’s rule. Second, we find that firms with male CEO tend not to welcome the board diversity
requirement. It reflects that an elite group of male directors maintain their power and thus may not want
to share the boardroom (Singh and Vinnicombe 2004; Joecks et al. 2013). Third, we find that firms with
more business segments or firms audited by a Big 4 auditor are more likely to welcome mandatory
disclosure of board diversity. However, high-technology firms, more leveraged firms, or firms with a
board consisting of older directors tend not to welcome the mandatory disclosure requirement. It
indicates that Big 4 auditors have a positive effect on client firms’ disclosure behavior, while high-
technology firms or more leveraged firms prefer opacity in disclosure (Bhattacharya and Chiesa 1995;
Zechman 2010; Fan et al. 2013; Schmidt and Wilkins 2013). Fourth, we find that firms with more
segments, continuously loss-making firms, or firms audited by Big 4 auditors are less likely to consider
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female directors could bring benefits to the firm (such as Huang and Kisgen 2013; Sun and Zou 2021).
Yet, bigger firms agree with the academic research results that female directors could bring benefits to
the firm.
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Abstract

This study constructs a strategic conceptual model based on Corporate Social Responsibility (CSR)
research topics and identifies CSR implementation strategy as the main axes to discuss the research
model: “CSR implementation strategy-intangible resources advantages-business performance”. The
study results present the following positive significant influences: (1) Partner CSR—relationship
performance; competitor CSR and society CSR—innovation performance; Partner CSR and society
CSR— CSR reputation; (2) Relationship performance determines firms’ operation performance while
both relationship and innovation performance help firms to grow their market; (4) Virtual contact type
has positive moderating effects on the effects of employee CSR (for firms’ relationships and operation
performance), customer CSR (for firms’ relationships, innovation, and CSR reputation), and Society
CSR (for firms’ innovation performance). The findings of this study provide suggestions for managers'
CSR implementation strategies, the establishment of intangible resources advantages and the

formulation of business management decisions.

Keywords: CSR implementation, intangible resource, CSR contact type, innovation

1. Introduction

In academia, international researchers have verified the contribution of CSR to a firm’s competitive
advantage and business performance. For instance, Gugler and Shi (2009) verified the effect of
strategic CSR development, as well as the role that engagement with CSR plays in corporate
competitiveness. Scholars also emphasize the importance of firm managers’ strategies to import the

CSR concept into firm operations. CSR activities may lead to competitive advantages (e.g. Jenkins
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2006; Gugler & Shi 2009; Lefebvere & Lefebvre 2012; Torugsa, O’Donohue, & Hecker 2013;
Vazquez-Carrasco & Lopez-Pérez 2013; etc.) and improved performance (Torugsa, O’Donohue &
Hecker 2013; Kiessling, Isaksson & Yasar 2016). In practice, the implementation dimensions of CSR
are varied as they are based on firm managers’ different considerations and theory bases. The access
types of CSR are also divergent. According to my past CSR research (Shih 2015), firm managers
consider that supplier CSR and competitor CSR affect firms’ relationship performance, while
customer CSR and government CSR influence innovation performance, corporate reputation and
brand image. However, in terms of customer viewpoints, ethical responsibility affects consumers’
perception of brand image, while both legal responsibility and philanthropic responsibility lead to
customer satisfaction. Therefore, the author considers that the different perceptions between firm
managers and customers obtained from CSR activities may be due to the different implementation
level and varied contact types employed by firms. Consequently, the author constructs a conceptual
framework to identify the determinants of a firm’s intangible resource advantages and to link these
factors: CSR implementation strategy with firms’ intangible resource advantages, market growth and

operation performance. The moderating or categorical effects of virtual/physical contact on the

associations among CSR implementation activities, are also discussed.

2. Literature review

2.1 CSR implementation

Varied researchers have pointed out the importance of CSR implementation. For instance, Poter (2006)
recommend that firms connect CSR to business strategy in order to enhance their opportunities to
benefit society. In terms of McWilliams et al. (2006), CSR implementation may include society CSR:
incorporating social characteristics or features into products and manufacturing processes; employee
CSR: adopting progressive human resource management practices; environment CSR: achieving
environmental performance through recycling and pollution abatement; or community CSR, such as
advancing the goals of community organizations. For identifying firm managers’ perception, the

author considers it is important to comprehend how both the development of CSR implementation
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based on a firm’s foresight contributes to sustainable operations.

According to stakeholder theory, the dimensions of CSR identified by researchers include the
environment, employment, supply chains (e.g. Perrini et al. 2007), owners (and their families),
employees, customers, suppliers, investors, political groups, trade associations and the community (e.g.
Sem et al. 2013). Morre, Slack and Gibbon (2009) divided 16 criteria for responsible business practice
(RBP) into four key groupings: the governance of RBP, employees in the organization, stakeholder
relationships, and external reporting and monitoring. Torugsa, O’Donohue and Hecker (2013)
identified four dimensions that enable one to understand proactive CSR in firms; they are: economic
proactive CSR, a social proactive CSR environment, proactive CSR and the interaction of economic,
social and environmental dimensions, based on the firm’s shared vision, stakeholder management and
strategic proactive sources. Using stakeholder theory, Park and Ghauri (2014) developed the following
CSR criteria: internal managers and employees, consumers, suppliers, investors, the media,
governments and the local community. Drawing on the resource-based view, this study references
these criteria and will develop a scale related to CSR implementation. In this study, employee CSR
(Torugsa, O’Donohue & Hecker 2013), government CSR (Park & Ghauri 2014), partner CSR (Park &
Ghauri 2014), competitor CSR (Lindgreen, Swan & Johnson 2009), customer CSR (Turker 2009) and

society CSR (Liu et al. 2014) are be the focus.

2.2 CSR implementation, intangible resource advantages and performance

The benefits obtained from CSR implementation may also include: enhancing their image and
reputation, improving trust; renewing market position, reformatting organizational culture, etc.
(Jenkins, 2006). Moreover, CSR can be a source of innovative thinking. Integrating CSR into strategic
systems can help a firm to attain competitive advantage, adding to long-term prosperity and increasing
overall sustainability (Gelbmann 2010). In sum, this study intends to investigate the effects of the
implementation level of firms’ CSR activities (e.g. employee CSR, competitor CSR, Partner CSR,
customer CSR, government CSR, society CSR, etc.) on their intangible resource advantages and

operation performances. Kiessling et al. (2016) proved that CSR tends to increase firms’ performance.

2022 AIB Asia Pacific Regional Conference| 7-9 December 2022 | Ningbo, China



CSR provides direct and indirect relationships with firms’ financial performance (Carroll and Shabana
2010) or otherwise (Lev et al. 2011; Kiessling et al. 2016). According to the review result of the above
literature, CSR implementation may enhance firms’ stakeholder relationship, stimulate firms’
innovation, or increase firms’ reputation identification; hence, the author considers relationship,
innovation, and CSR reputation as the important firm benefits (intangible resource advantage)
obtained from good CSR implementation. In order to verify the effects of CSR implementation

strategy on a firm’s intangible resource advantage and perceived performance, two hypotheses are

submitted, as follows:

Hypothesis 1: Enterprises’ CSR implementation strategies are significant determinants of the
intangible resource advantages of a firm.
Hypothesis 2: Enterprises’ CSR implementation strategies are significant determinants of the

performance of a firm.

2.3 Intangible resource advantages and firms performance

The evolution concept of intangible resources has resulted from resource-based models, sustainable
competitive advantage, dynamic and historic ability to achieve intangible resource advantage (Shih
2017). In this study, the author selects three intangible resources advantages to be conducted into the
framework: relationship, innovation, and CSR reputation. Empirically, relationship performance can
be regarded as the value the enterprise generates through its relationships, and judged by the
relationship efficiency and effectiveness of relationship progress made (Li 2006). Successful
relationships with partners (Partners, distributors, customers) offer firms various benefits, such as
greater operational efficiency, reduced risks, speeding products to markets (Cavusgil 1998), and help
in accessing strategic knowledge for international expansion (Pinho & Prange 2016); these determine
firms’ international performance (Lages et al. 2009; Hongchindaket et al. 2013). In this study, the
scales submitted by Li (2006) are adopted to measure managers’ perceptions of the performance of
their enterprises (in comparison with their competitors) in flexible production, product/service quality,

logistic costs, understanding of consumers’ changing preferences, and synergy over joint sales and
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marketing efforts, in terms of relationship interactions with other firms (Li 2006). Innovation can be
regarded as the introduction of new products, new methods of production, the opening of new markets,
and the identification of new suppliers (Wang 2014). In this study, innovation performance is adopted
to capture the outcome of enterprise innovation capability, and is defined as the composition of
enterprises’ products and processes, as well as the overall assessment of organizational innovation
(Chen et al. 2009). Innovation performance builds operation and international performance

(Maranto-Vargas & Rangel 2007).

Finally, a good corporate reputation is ‘‘a top-level factor for achieving sustained competitive
advantage for the organization’ (Sanchez & Sotorrio 2007), bringing the benefit of demanding a
higher price premium for company offerings (Lai et al. 2010). The advantage of corporate reputation
lies in enhancing firms’ international diversification (Ferndndez-Olmos & Diez-Vialb 2013) and
performance (Kumlu 2014; Shih 2017). In this study, the author adopts the scales developed by Lai et
al. (2010) and Chomvilailuk et al. (2016) to measure managers’ perceptions in relation to corporate
CSR reputation, in comparison with their competitors. Moreover, the author adopts the scales
developed by Powell and DentMicallef (1997) to measure business operation performance, and the
scale developed by Mathews et al. (2016) to measure market growth. Consequently, by integrating the
viewpoints of the above scholars, this study verifies the determinate effects of intangible resources
advantages (e.g. relationships, innovation, CSR reputation, etc.) on firm market growth (Mathews et al.
2016) and performance (e.g. operation performance) (Powell and DentMicallef 1997). Hypotheses 3

and 4 are submitted as follows.

Hypothesis 3: Enterprises intangible resources advantages are significant determinants of the

performance of a firm.

2.4 Moderate variables

CSR communication tools could be described as: Instrumental/deliberative, or published

communication/unpublished communication. For instance, CSR website, CSR report and CSR
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brochure belong to instrumental published communication. Deliberative published communication
tools may include weblog, social media and wiki, etc. (see Seele & Lock 2015). In practice, CSR
communication can be disseminated via various channels, including CSR reports, corporate websites,
CSR advertising, public relations and social media (Ettinger, Grabner-Krauter & Terlutter 2018).
Recently, some researchers have started to discuss the media employed by firms when executing CSR
activities. For instance, Lunenberg et al. (2016) present that regarding the media strategy for
enterprises’ CSR implementation, the media reflect organizations’ CSR integration not via the tone,
but via the framing of the media coverage. This finding displays the importance of media choice for
disclosing CSR activities. When CSR contact type is used as a moderating variable, it will be found
that varied types had significant effects on the performance of enterprises’ intangible and operation

results (see Lunenberg et al. 2016; Ettinger et al. 2018).

Hypothesis 4: Enterprises CSR contact types moderate the effects of CSR implementation on firms
market growth.
Hypothesis 5: Enterprises CSR contact types moderate the effects of CSR implementation on the

operation performance of a firm.

3. Research methodology

3.1 Research framework

The research framework is as Figure 1. Factors identified as influential in the literature review are
introduced into the models. We assumed the following before developing the CSR implementation:
intangible resource establishment and an operation strategy for Taiwanese firms. Firms need to define
their CSR implementation and communication types, intangible resource advantages, operation
performance and market growth. Based on the CSR implementation and communication types,
intangible resource advantages of the target firm, a firm can determine its operation performance and

market growth.

2022 AIB Asia Pacific Regional Conference| 7-9 December 2022 | Ningbo, China



CSR Implementation
Employee CSR
Government CSR
Partner CSR
Competitor CSR
Customer CSR
Society CSR

Moderating variables
® CSR contact types (Virtual/physical contact)

H4 | H5

Intangible resource
advantage

® Relationship performance

v

H3

A 4

H1 ® Innovation performance
® CSR Reputation

H2

A 4

» Operation performance
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Figure 1. Research Framework

3.2 Sampling and survey methodology

This study selected Taiwan’s financial industries, electronic information and technology

industries as the sampling targets. The research invites targeted respondents to answer the

questionnaire based on different considerations that relate to CSR implementation, CSR

communication, intangible resource advantage, market growth, and operation performance. In

total, 207 responding firms make up the sample in this study thus far. The questionnaires were

distributed to the sampling targets by Internet, phone, mail, or face-to-face interviews in terms

of several research assistants. Data analysis methods used in this research include descriptive

statistics, factor analysis, correlation analysis, Linear regression method and Univariate

analysis.

4. Study findings

4.1 Factor and validity analysis and correlation analysis

The discussion factors in this study include CSR implementation (Employee CSR (EmCSR),

Government CSR (GoCSR), Partner CSR (PaCSR), Competitor CSR (CmCSR), Customer
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CSR (CuCSR), Society CSR (SoCSR)). Intangible resource advantage (relationship
performance, innovation performance, CSR reputation), and performance (market growth
(MG) and operation performance (OP)). The results of factor analysis and reliability analysis
are listed in Table 1. As the table shows, all the eigenvalues of factors exceed 1, while
Cronbach’s o value for every factor exceeds 0.7. These results show acceptable validity and

reliability of the dimension factors.

Table 1 Factor analysis and validity analysis of discussion factors.

Factors Eigenvalues Cronbach’s a

CSR implementation

Employee CSR (EmCSR) 3.051 0.832
Government CSR (GoCSR) 2.490 0.879
Partner CSR (PaCSR) 2.496 0.792
Competitor CSR (CmCSR) 2.749 0.847
Customer CSR (CuCSR) 1.995 0.747
Society CSR (SoCSR) 2.304 0.856
Intangible resource advantage
Relationship performance (RP) 4.491 0.906
Innovation performance (IP) 3.763 0.917
CSR Reputation (CSRr) 4.135 0.907
Performance
Operation performance (OP) 4.068 0.943
Market growth (MG) 2.667 0.938

The correlation matrix is presented in Table 2. Some evidence of multicollinearity among the
independent variables appears, such as CSR implementation dimensions, indicating some
critical issues for undertaking the regression analysis. Most coefficients of correlation
between two factors have a medium correlation. Some factors display high correlations, such
as the correlation coefficients between market growth and operation performance, the
correlation coefficients among CSR implementation dimension factors, as well as the

correlation coefficients among the dimensions of intangible resource advantages.
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Table 2 Correlation analysis of discussion factors.
1 2 3 4 5 6 7 8 9 10 11

1. Employee CSR 1

2. Government CSR 540" 1

3. Partner CSR .605™ 610" 1

4. Competitor CSR 435" 4177 632" 1

5. Customer CSR 690" 677" 637 464™ 1

6. Society CSR 588" .459™ 679" 580" .500™ 1

7. Relationship performance 432" .366™ .553™ 375" 422" 475" 1

8. Innovation performance 239" 107 .414™ .433™ 235™ 600" .638™ 1

9. CSR Reputation 451" 408" .635™ 559™ 450 753" 629" .743™ 1

10. Operation performance 3027 (183" .324™ 280™ .284™ .450™ .464™ 461" 586" 1

11. Market growth 067 .021 .258™ .249™ 211" 236" .469™ 532" 362" 464™ 1
12. Virtual-Physical level .038 0.90 .187"* .092 .099 .189™ .132" .197"" .163™ .095 .087

Note: Significance at the 95% confidence level. “p < 0.05, **p < 0.01, *p < 0.001.

4.2 Regression analysis results

Some dimension factors have a higher correlation in specific dimensions (e.g. CSR dimension
sub-factors, etc.), thus leading to multicollinearity problems. Moreover, according to the
results of correlation analysis, the relationship coefficients among all factors range from zero
to 0.74. Therefore, in the regression analysis results, this study focuses on the positive effects
of independent factors on dependent variables. From Table 3, the results of regression models
1 and model 2 indicate that Partner CSR (PaCSR) adds to firms’ relationship resource
performance (RP), while competitor CSR (CmCSR) and society CSR (SoCSR) are helpful to
their innovation resource performance (IP). Model 3 suggests that Partner CSR (PaCSR),
competitor CSR (CmCSR), and society CSR (SoCSR) generate firms’ CSR reputation. In
comparison with other factors, models 4 and 5 demonstrate that society CSR determines
firms’ operation performance, while partner CSR and customer CSR generate enterprises’
market growth. In terms of models 6 and 7, relationship resource performance and CSR
reputation lead to firms’ operation performance, while relationship resource performance and
innovation resource performance have a significant positive effect on firms’ market growth. In

models 11 and 12, responsiveness is the most important factor to spur enterprises’ operation
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performance, while engagement constructs their market growth. The final results from the
regression models suggest partial support for H1, H2, H3, H4, and H5. The hypotheses’ test

results are listed in Table 6.

Table 3 Regression analysis for Taiwanese firms.

Model 1 Model 2 Model 3 Model 4 Model 5 Model 6 Model 7

Factors RP 1P CSRr OoP MG OP MG
B B B B B B B

CSR implementation

Employee CSR (EmCSR) 0.085 -0.172 -0.090 0.020 -0.273™

Government CSR (GoCSR) -0.019 -0.277"" -0.013 -0.120 -0.319™

Partner CSR (PaCSR) 0.372™ 0.116 0.192* 0.015 0.223"

Competitor CSR (CmCSR) -0.009 0.151" 0.117" 0.012 0.110

Customer CSR (CuCSR) 0.067 0.089 0.050 0.131 0.345™

Society CSR (SoCSR) 0.153 0.617"" 0.588™"" 0.411* 0.156
Intangible resource advantage

Relationship performance (RP) 0.158" 0.263™

Innovation performance (IP) 0.003 0.486™"

CSR Reputation (CSRr) 0.489™" -0.165
Adjust R? 0.313 0.416 0.607 0.191 0.145 0.159 0.312
Durbin Watson 1.528 1.673 1.959 1.790 1.559 1.812 1.909
F value 16.698™" 25.625"" 51.825™ 9.163™  6.855™ 16.170™" 32335

Note: Significance at the 95% confidence level. “p < 0.05, **p < 0.01, **p < 0.001.

4.3 Moderating effects

This study examines the moderating effects of firms’ CSR communication types in terms of
the univariate analysis method. In Table 2, the correlation coefficients of the Virtual-Physical
level on CSR implementation and other dimension factors display low correlations. After a
series statistical test, this study finds some significant and positive moderating effects of VPL
on the effects of independent factors (employee CSR, customer CSR, and society CSR) on
dependent factors (relationship performance, innovation performance, reputation CSR, and
operation performance). Other discussion factors toward intangible resource advantages and
operation performance display no changeable effects when considering the moderating roles of

VPL. The results suggest partial support for H4 and H5.
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5. Discussion and conclusion

The research constructs and verifies the conceptual models with the results derived from the
questionnaires based on managers’ viewpoints. Two cases studies are supplied to enrich the
results of this study. Differences in CSR implementation, and intangible resource advantage in
firms may affect the level of firms’ operation performance and market growth. We submit

several theoretical contributions and management implications as follows.

For intangible resource advantages, first, firms may focus on partner CSR implementation,
which will be helpful to their target of relationship performance improvement. Second,
competitor CSR, society CSR are helpful to firms’ innovation performance. Third, partner
CSR, competitor CSR, and society CSR help determine firms’ CSR reputation. Finally,
relationship resource performance and CSR reputation spur firms’ operation performance,
while relationship performance and innovation performance impact enterprises’ market
growth. Considering the direct effects of independent factors on firms’ operation performance
and market growth, this study finds that society CSR implementation and responsiveness
generate firms’ operation performance, while partner CSR and customer CSR implementation
strategy are helpful to firms’ market growth. The moderating effects of VPL seem to be not
high, and only the effects of employee CSR, customer CSR, and society CSR on firms’
relationship performance, innovation performance, CSR reputation, and operation
performance display significant positive results. This means that when enterprises perform
employee-, customer-, and society-related CSR implementation activities, they will obtain
more positive effects on the target performance parameters by using a more virtual
communication method. Most enterprises adopt both physical and virtual communication
strategies when implementing CSR activities toward stakeholders. Although small moderating

effects are found after study analysis, overall, a virtual CSR communication strategy is worth
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being conducted in order to increase business intangible resource advantages and operation

performance when performing CSR implementation.

Consequently, firms aspiring to generate high growth in a market and high performance need
to make good use of CSR implementation and can further add their intangible resource
advantage to help improve operation performance and market growth. In addition to brand
image or reputation, CSR implementation strategy could generate satisfactory intangible and
operation performances for firms. Our research raises additional questions about the
importance of a CSR communication strategy and the frequency and patterns of Taiwanese
firms’ CSR implementation activities, communication strategy, VPL, and the relationships

between discussed factors and firms’ intangible and performance practices.
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Linking Institutional Theory with Nonmarket Strategy: to Understand the Political Governance

Strength and Cross-Border Acquisition Completion with Evidence from Chinese Acquirers
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1 Introduction

Recent years have witnessed increasing interventions and sanctions imposed by host countries upon

inward direct investments, due to the protectionism and national discrimination in some states. Firms

cannot predict such political hindrance, let alone adopting effective responses to reverse the risky

situation. However, firms can take some observable factors into considerations in advance before

making foreign investment decisions. In this study, we examine political governance strength at the host-

country level and international level, using Chinese acquirers’ cross-border acquisition deals as the

sample, and find that the political governance strength has significant effects upon cross-border

acquisition (CBA) completion. Stronger political governance in host countries significantly improve the

likelihood of CBA completion. The international-level collaborations between home and host countries

enhances this positive effect. However, the state ownership of acquirer firms weakens it. To summarize,

firms can pay attention to political governance strength, which are more observable and objective than

unpredictable behavior of host governments, in order to increase the success likelihood of CBA. Our

study also contributes to the linkage of institutional theory and nonmarket strategy in the cross-border

context.

Keywords: institutional theory; nonmarket strategy; cross-border acquisition; political governance;

state-owned enterprises
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2 Literature and Framework

2.1 Literature- three parts:

Institutional theory

Nonmarket strategy

Cross-border acquisition

2.2 Framework

Political Governance

H1
Political Governance
measurement - 1 A A

H3a Haa

CBA

International level Firm-level completlon
moderator moderator

Political Governance Hsb l o l
measurement - 2

H2

Figure 1 Hypotheses

3 Methods and ResultsData and Sample

This study seeks to ascertain the effects of political governance strength upon the likelihood of
CBA completion. We take a sample of cross-border acquisitions conducted by Chinese listed firms
listed in Shanghai Stock Exchanges and Shenzhen Stock Exchanges
3.2 Variables and Measurement
3.2.1 Dependent variable
Our dependent variable is the likelihood of cross-border acquisition completion. It is calculated by
Cox model using two aspects of information-(1) Acquisition Completion and (2) Acquisition Duration.
3.2.2 Independent variables

3.2.3 Moderating variables



3.2.4 Control variables
3.2.5 Estimation methods

In studies on international acquisition, logistic regression model and linear regression model are
widely used to completion and duration examination. By using cox model, we combine the
information of Acquisition Completion and Acquisition Duration and reflect them as a whole-the
likelihood of Cross-border Acquisition Completion.

h (tx) =h0 (t) exp (x’B)
4 DISCUSSION

This study was motivated by the phenomenon of increasing failure of Chinese firms’ CBAs.
Especially, it shows a trend that more of them are not caused by market forces such as capital cost or
financing difficulties, but by nonmarket factors. Confronting such uncertainty from nonmarket
environment, the Corporate Political Activities would entail different performances under
heterogeneous context. Specifically, CPAs are the interaction between firms and agents from
government sides. Therefore, we are interested in digging out the factor(s) that has these
characteristics: (1) have heterogeneous levels in different host countries; (2) are embedded in the
political environment; and (3) existed in the process of firms’ interacting with the government sides.
For this aim, we suggested that political governance is the most related determinant satisfying the
three requirements in our research. Starting from the linkage of institutional theory and nonmarket
strategy, we found empirical support (H1 and H2) for the positive effect of political governance

strength in host countries upon the likelihood of CBA completion.
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CROSS-BORDER MERGERS AND ACQUISITIONS COMPLETION AND VALUE

CREATION: THE EFFECT OF INSTITUTIONAL DISTANCE

ABSTRACT
Cross-border M&As have been extensively used to gain access to larger markets, higher economies of
scale or scarce assets such as human resources, R&D technologies, or managerial know-how. However,
institutional distance causes uncertainty, increases the costs of doing business and requires firms to cope
with differences in regulations and culture, which might consequently hinder the acquirers’ intention to
complete the deal. However, studies regarding the influence of institutional distance on the completion
of cross-border M&A deals are rare. Besides, I further hypothesize that institutional distance affects the
relationship between paid premiums and value creation. The result suggested that institutional distance
has a negative impact on the completion of cross-border M&A deals, and also has a negative moderating

effect on the relationship between paid premium and value creation.

Keywords: cross-border mergers and acquisitions, institutional theory, institutional distance, deal

completion, paid premiums, value creation.

1. INTRODUCTION

Mergers and acquisitions (M&As) are considered to be a vital part of the global economy (Tamosiuniene
and Duksaite, 2009). M&A has been a common business strategy for North American firms. However,
this practice became increasingly popular in other regions of the world such as Europe, Asia and Latin
America during the fifth mergers wave in the 90s (Hitt and Pisano, 2003). Although the majority of
M&A deals involve companies from the same country, there has been a record level of cross-border
M&A activities in the last few years. From 9% in 1985, the share of cross-border deals in the total value
of global M&As increased to 39% in 2020 (Statista Research Department, 2022). For many firms, cross-
border M&As can provide profitable opportunities through larger markets, higher economies of scale or

better access to scarce and valuable assets such as human resources, technologies or managerial know-



how (Deloitte, 2017). However, cross-border M&As also face many challenges including institutional

differences, difficulty in evaluating foreign firms and cultural discrepancies (Hitt and Pisano, 2003).

The increase in both volume and value of cross-border M&A deals has stimulated an increasing number
of theoretical research in the field. Previous studies have expanded our understanding of numerous
important aspects of cross-border M&As such as the determinants that affect the likelihood of cross-
border M&As, and the impacts of cultural distance or pre-acquisition evaluation on cross-border M&A
performance (Erel et al., 2012; Morosini et al., 1998; Ahammad and Glaister, 2013). Another equally
vital issue of M&As - whether the announced M&A deals were completed, however, was not received
much attention from researchers. Although there is some research on the completion of cross-border
M&As, they focused on individual industry sectors or markets (Zhou, Xie and Wang, 2016; Dikova et
al., 2009), which might limit the generalization of the results. Therefore, this paper aims to fill in the
gap suggested in the extant literature: the impacts of institutional distance on the completion of global
cross-border M&A deals. In addition, the paper will examine the moderating effect of institutional

distance on the relationship between premium and value creation of cross-border M&A deals.

2. LITERATURE REVIEW AND HYPOTHESES DEVELOPMENT

A merger and acquisition deal is considered cross-border if it involves two or more firms from different
countries (Shimizu et al., 2004). One of the main reasons why firms conduct cross-border M&A is to
gain international expansion (Hitt and Pisano, 2003; Shimizu et al, 2004; Tamosiuniene and Duksaite,
2009). Firms generally face multiple entry barriers when entering a new market since they do not have
the knowledge of existing local suppliers, distributors and consumers’ spending habits. However, M&A
deals with local companies allow the acquirers to overcome these challenges. In addition, cross-border
M&A also enables firms to access and obtain valuable and unique resources such as new markets, new
technology or managerial know-how. Furthermore, once two or more firms are combined, firms might

be able to achieve operational synergies such as economies of scale and scope thanks to the spreading



of fixed costs, or financial synergies such as a larger capital allocation, higher cash flow, and tax

optimization (Gaughan, 2002; DePamphilis, 2003).

Researchers have evaluated the success of M&A deals based on the financial performance of post-
merger or post-acquisition firms (Agrawal et al., 1992; Mantravadi and Reddy, 2008). However,
empirical research noticed that 25% of acquisition attempts could not reach the competition stage (Holl
and Kyriazis, 1996). Fail to complete an M&A deal can be costly to acquirers as the firms are at risk of
losing reputation and credibility, as well as need to pay for contract break penalties (subjects to M&A
agreement), consulting and due diligence expenses (Rosenkranz and Weitzel, 2005; Luo, 2005).
Although failure to complete an M&A deal has received attention from researchers, most studies have
mainly focused on various factors that affect domestic M&A completability such as payment method
(Sudarsanam, 1995) or managerial resistance (O’Sullivan and Wong, 1998) but not on institutional
distance. Institutional distance refers to “the extent of similarity or dissimilarity between the regulatory,
cognitive, and normative institutions of two countries” (Xu and Shenkar, 2002). Institutional distance
requires firms to cope with differences in regulations and culture (Li et al., 2016), which might
consequently hinder the acquirers’ intention to complete the deal (Dikova et al., 2010).

Although some recent studies focus on institutional distance as a factor impacting the completion of
M&A deals, they investigate the data of deals from some specific countries or markets (Dikova et al.,
2010; Zhou et al., 2016). This paper will, however, discuss how institutional distance affects the

possibility of cross-border M&A deal completion using a general sample of deals around the world.

Hypothesis 1: The institutional distance has a negative effect on the completion of cross-border

acquisitions.

Premium is the difference between the target’s current stock price and the price that the acquirer pays.
In an M&A scenario, a premium is paid if the acquirer believes that the deal will create a synergy larger
than the combined values of firms participating in the deal, or the cost of merging or acquiring the target

firm (Hayes, 2020). Value creation is typically measured by the difference in share prices before and



after the deal is announced (Rehm et al., 2012). Hayward and Hambrick (1997) suggested that premiums
not only indicated the acquirers’ expectation of the deal's synergies but also affected firms’ post-
acquisition performance. According to Hitt et al. (2001), a high premium demonstrates the acquirer’s
confidence in the deal synergies. Antoniou et al. (2007) agreed with this premise and found that paid
premium positively correlates to shareholders’ short-term cumulative abnormal return. However, the
existence of institutional distance causes liability of foreignness (Zaheer, 1995), uncertainty (Akerlof,
1970) and negatively affects the firm performance (Bevan et al., 2004), which, in turn, might hinder
both the target stakeholders and the acquirer’s confidence in the M&A deal. Therefore, this paper will
examine the effect of institutional distance on the relationship between paid premiums and value creation

in cross-border acquisitions.

Hypothesis 2: the institutional distance has a negative moderating effect on the relationship between

paid premium and value creation in cross-border acquisitions

3. METHODOLOGY
Data collection
Data about global cross-border acquisition deals between 2009 and 2021 is obtained from the Thomson
Reuters SDC Platinum database which provides comprehensive information about deal values, deal

status, date of announcement and various attributes of the acquirers and targets.

Data reflects the institutional distance obtained from World Bank’s Worldwide Governance Indicators.
Six aggregate indicators in the dataset are based on 32 different data sources, providing a comprehensive
tool to measure the home and target countries’ institutional conditions. WGI has been widely used in

M&A studies to estimate institutional distance (He and Zhang, 2018; Gaur et al., 2022).



Methodology

There are two dependent variables. The dependent variable for Hypothesis 1 is Completion, a dummy
variable that takes the value of 1 if the deal is completed, and 0 otherwise. The dependent variable for
Hypothesis 2 is Value Creation, measured by the difference in share prices before and after the deal is

announced (Rehm et al., 2012).

For hypothesis 1, the independent variable is institutional distance. With six indicators (dimensions) of
a nation’s institutions provided by WGI, the institutional distance will be calculated as suggested by Li

et al. (2020) and Li et al. (2022):

6 (Iij — Iic)2
{ Vi

IDj= (X
ID; is the institutional distance between home country and host country j.
Ii represents the score of host country j in dimension 1
Iic denotes the score of home country in dimension i

V; denotes the variance in dimension i

ID; = (I; - Lic)* Vi

For hypothesis 2, the independent variable is paid premium, provided in SDC dataset.
Besides, the following variables are control variables, divided into three categories:
- Country-level factors: target country GDP; geographic distance; economic distance
- Firm-level factors: firm acquisition experience; firm size; firm growth rate; firm leverage; firm
profitability; industry-related deals (dummy variable using 4-digit SIC code, a value equal 1 if
acquiring and target firms are from the same 4-digit SIC classification, 0 otherwise); public
status of acquirer (dummy variable, 1 if the firm is publicly owned, 0 otherwise), public status
of target (dummy variable, 1 if the firm is publicly owned, 0 otherwise)
- Deal-level factors: advisor (dummy variable, 1 if acquirer hired an international advisor, 0

otherwise), payment type (dummy variable, 1 if payment is in cash, 0 if payment is equity),



ownership stake, deal attitude (dummy variable, 1 if the deal is a friendly deal, 0 if it’s
unfriendly)
Since the dependent variable of Hypothesis 1 is dichotomous, logistic regression is used to analyze the

probability of acquisition being completed.

completion

log( )=pB0 + B1 x IDj + )} controls + ¢

1 - completion
To investigate the moderating impact of institutional distance on the relationship between paid premium

and value creation, the model is constructed as follows:

Value creation = 30 + 1 * Premium + B2 x IDj + 3 * Premium * IDj + }; controls + ¢

4. CONCLUSION AND IMPLICATION

There are significant managerial implications of this study. Cross-border M&A deals certainly have
various advantages, but also costs time and resources due to the uncertainty caused by differences in
institutions' regulation, law, and political and economic structures. Understanding the effects of
institutional distance on the completability and value creation of M&A deals provides managers a
framework to perform M&A deals more effectively and efficiently. However, although the study already
considered the industry relatedness, I suggest that future research can examine further if certain
industries such as electricity or banks might be more or less sensitive to institutional distance than the

others.
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Abstract

Information communication technologies (ICTs) have been found to permit staffs to work anytime and
anywhere thus blur the boundaries of work and life. Under this tendency, this study draws on boundary
theory to examine the consequences of professional women’s experiences of ICTs after work (being
connected and accessible for job after working hours). A sample of 371 professional women
accomplished the survey. The findings reveal that Chinese professional women’s ICTs after work was
associated to work-life balance negatively but positively to job performance. Although ICT demands
after work yields negative work-life balance, this link was weaker when traditionality is higher. This
indicates that for Chinese professional women with traditionality, ICTs after work may facilitate work-
life compatibility. The findings assist organizations in understanding the impact of the expectation to

remain connected to their jobs even when they are away from the office.
Keywords: ICTs after work, work-life balance, job performance, traditionality, professional women

Introduction

Over the past few decades, the advance of ICTs such as ubiquitous Internet access and affordable mobile
devices have made many areas of our lives more convenient, while the boundaries between formerly
distinct facets of human existence they have also been blurred (Gadeyne et al., 2018). It has been revealed
that the constant connectivity usage of ICTs arise inter-role conflict when individuals participate in their
work and/or non-work activities (Greenhaus and Beutell, 1985, Derks et al., 2016). Because of the
blurring of the boundaries between different living domains, it is more difficult for staffs to disengage
and recover from their work after work which is also associated with the rise of mental illness and work-
home conflicts (Gadeyne et al., 2018, Duxbury et al., 2014, Boswell and Olson-Buchanan, 2007,
Duranova and Ohly, 2015) . On the other hand, ICTs provide considerable resources, offering anywhere
and anytime availability (Day et al., 2012) and can improve workplace flexibility, productivity and
efficiency (Cousins and Robey, 2015, Ninaus et al., 2015). This research contributes to the literature in
the following ways. First, this research incorporated boundary theory into the theoretical framework to
examine a distinct phenomenon in mainland China. Specifically, this research explores the moderating
effects of traditionality (Farh et al., 2007) on the relationship between Chinese professional women’s

ICTs after work and their work-life balance as well as job performance.

Theoretical background

Boundary theory refers to a framework that transitions from one role to another is an activity cross
boundary in which people exit and enter roles by overcoming boundaries (Ashforth et al., 2000). Clark
(2000) remedy the gaps left by previous work and family theories by proposing that people cross borders
and migrate between the domains of work and family with physical, temporal and psychological borders.

Recently, researchers integrate the border theory and boundary theory as work-family boundary/border

1



theory (boundary theory hereinafter) due to their similar concept (Park et al., 2020b, Xie et al., 2022).
Accompanying with the widespread use of ICT in work, professional women are inevitably to the
interference of their supervisors or customers even after work, which in turn results in work-life
interference and makes professional women feel less control of the boundaries between their personal

life as well as professional lives.

Hypothesis development

ICTs and work-life balance

Many recent studies have shown that the usage of ICTs after work is related with work-life conflict, work
overload, anxiety and frustration (Fujimoto et al., 2016, Cho et al., 2020, Park et al., 2020a). ICTs is
supposed to generate stress for employees because it generates the tensions that employees need to

balance their roles of work and non-work in  separate domains (Duxbury et al., 2014).

Hypothesis 1. Professional women’s ICTs after work is negatively related to their work-life balance.

ICTs and job performance

Technology might assist people in working more flexibly by facilitating shifts between work and family
roles (Ashforth et al., 2000). Employees who have received appropriate training in information and
communications technology may retrain their ICT skills in order to increase their job performance and

more effectively to complete their work demands.

Hypothesis 2. Professional women’s ICTs after work is positively related to their job performance.

The moderating role of traditionality

People in traditional Chinese culture are encouraged to see their employment as an essential method of
discharging the duties that they have to their families and to strive diligently to enhance their families'
economic and social standings (Zhao et al., 2019). Traditional professional women experience less
harmful work-life balance outcomes because dealing with ICTs requires more social rules. Low
traditionalists, on the other hand, are more prone to take offensive actions seriously. Consequently, we

provide the following hypotheses:

Hypothesis 3. Professional women’s traditionality moderates the relationship between ICTs after work
and work-life balance, such the strength of the relationship is weaker (vs. stronger) for professional

women who with higher (vs. lower) traditionality.

Yang developed the concept of Chinese individual traditionality and defined traditionality as a set of
characteristics that are generally seen in people in traditional Chinese culture (Yang, 2003). This kind of
work ethic enhances the working motivation of individuals, guides the behavior in work, and advocates
hard work and dedication, that is to say, the value of hard work is affirmed and advocated (Zhang, 2020,
Le et al., 2020).

Hypothesis 4. Professional women’s traditionality moderates the relationship between ICTs after work
and job performance, such the strength of the relationship is stronger (vs. weaker) for professional women

who with higher (vs. lower) traditionality.



Method

Sample and procedure

This research employed online survey the more accessible and widespread process of online data
collection (Curran, 2016). A total of 385 questionnaires were returned. A total of 371 valid questionnaires

were collected, yielding a response rate of 96.3%. All of the respondents are Chinese women.

Measures

Three of the scales used in this study were originally developed in English. Following procedures of
Brislin (1970), the scales were well-established scales in previous research and translated from English
to Chinese. All the scales were five-point Likert-type scales. Two English professors served as reviewers

and consultants to scrutinize the original and Chinese versions.

ICT5 after work. Four-item subscale of ICT demands was used by Park et al. (2020b) who adopted the
original scale which was developed and validated by Day et al. (2012). The Cronbach's o was .876 in
this study.

Traditionality. This construct was measured from subscale of the Chinese Individual Traditionality Scale
(Yang et al., 1989). The Cronbach’s o was .893 in this study.

Work-life balance. Work-life balance was measured with the four-item scale developed by Brough et al.
(2014). The Cronbach’s a was .852 in this study.

Job performance. A five-item scale devised by Williams and Anderson (1991) was used to measure job

performance. The Cronbach’s a was .896 in this study.

Control variables. An array of control variables include age, marriage status, and average number of
hours spent on ICTs after work per day was controlled as these have been found related to work-life
balance following prior studies (Carlson, 1999, Choi, 2008).

Results

Preliminary analyses

All of the measures in this research showed good reliability. This research conducted confirmatory factor
analysis to assess the discriminant validity of the constructs before testing the hypotheses as shown in
Table 1. The analysis compared the hypothesized four-factor model where all items were loaded on their
respective latent variable provided good fit (3> = 294.592, df = 129, CFI=.958, RMSEA = .059, NNFI
=.950).

Table 1 demonstrates the means, standard deviations, and correlations of the variables. ICTs after work

was negatively related to work-life balance but positively related to job performance.

Table 1
Descriptive statistics and correlations
Mean SD 1 2 3 4 5 6 7
1. Age 31.63 5.58



2. Educational Level 2.06 0.45 27%*

3. Marital Status 1.89 0.37  .24¥*  -0.01

4. The number of children 2.02 0.57  35**% -0.03 .60%*

5. Work-life balance 3.03 0.76  0.01 0.04  0.03 0.03

6. ICTs after work 3.72 093 -0.04 -0.01 -0.03 -0.06 -.54%*

7. Traditionality 3.70 0.85 -0.06 -0.03 -0.05 -0.02 -29%* 40%*

8. Job performance 3.91 0.79 -0.02 -0.03 -0.04 -0.04 -31** 36%* 39%*
N=371

** Correlation is significant at the 0.01 level (2-tailed).

Hypotheses testing

After controlling age, educational level, marital status and number of children, ICTs after work was

negatively correlated with work-life balance. As revealed in Table 2, ICTs is negatively related to work-

life balance (B =-0.44, p = <0.001). The results supported hypothesis 1.

Table 2

Regression results

Model 1 Model 2 I\
B S.E. ‘ P B S.E. ‘ P B S.E
Age 0.00 0.01 -0.51 0.61 0.00 0.01 -0.58 0.56 0.00 0.01
Educational level 0.07 0.08 0.86 0.39 0.07 0.08 0.84 0.40 0.08 0.08
Marital status 0.05 0.11 0.45 0.66 0.04 0.11 0.36 0.72 0.00 0.11
Number of children -0.01 0.08 -0.09 0.93 0.00 0.08 -0.02 0.99 0.00 0.07
< <
ICTs after work -0.44 0.04 -12.32 -0.42 0.04 -10.65 -0.39 0.04
0.001*** 0.001***
Traditionality 0.07 0.04 -1.71 0.09 -0.07 0.04
ICTs after
0.18 0.03
work*Traditionality
R> 0.30 0.30
AR? 0.30 0.01
Dependent Variable: Work-life balance
* p<0.05 ** p<0.01 *** p<0.001
Table 3
Regression results
Model 1 Model 2
BO S.E. ¢ P BO S.E. ' P BO S.E.
Age 0.00 0.01 0.23 0.82 0.00 0.01 0.48 0.64 0.00 0.01
Educational level -0.05 0.09 -0.59 0.56 -0.05 0.09 -0.54 0.59 -0.04 0.09
Marital status -0.05 0.13 -0.36 0.72 -0.01 0.12 -0.09 0.93 -0.03 0.12
Number of children -0.02 0.09 -0.24 0.81 -0.04 0.09 -0.49 0.63 -0.04 0.08
ICTs after work 0.31 0.04 7.36 < 0.001%** 0.21 0.04 4.76 < 0.001%*** 0.22 0.04
Traditionality 0.27 0.05 5.70 << 0.001%** 0.27 0.05
ICTs after
0.09 0.04
work*Traditionality
R2 0.13 0.20
AR? 0.13 0.07

Dependent Variable: Job performance

* p<0.05 ** p<0.01 *** p<0.001



As shown in Table 3, ICTs was positively related to job performance (B = 0.31, p = < 0.001) which
means that there is a significant positive relationship between ICTs after work and job performance. The

results supported hypothesis 2.

As can be seen from Table 2, the interaction between ICTs after work and traditionality shows
significance (¢ = 5.15, p = <0.001). Simple slope tests showed the relationship between ICTs after work
and work-life balance was significantly positive (Coef. =-0.24, p < 0.001, 95% CI=[-0.34, -0.14]) when
traditionality was high, as well as significant (Coef. = -0.54, p < 0.001, 95% CI = [-0.63, -0.45]) when

traditionality was low. Thus, hypothesis 3 was supported.

Simple slope tests showed the relationship between ICTs after work and job performance was positive
and significant (Coef. = 0.30, p < 0.001, 95% CI=[0.19, 0.42]) when traditionality was high, as well as
significant (Coef. = 0.14, p < 0.01, 95% CI=[0.04, 0.24]) when traditionality was low. Thus, hypothesis

4 was supported.

Discussion

This study found that work-related ICTs after work was negatively associated with work-life balance.
The findings in line with most studies on work-related information and technology use during non-work
hours (Gadeyne et al., 2018, Cho et al., 2020, Boswell and Olson-Buchanan, 2007) . ICTs after work
indeed be impactful for professional women’s work-life balance as they call for a heightened degree of
attention and concentration on the part of the reader (Gadeyne et al., 2018). Furthermore, this study
confirmed that work-related ICTs after work was positively related with job performance with previous
research (Diaz et al., 2012).

Theoretical Implications

The results of this study make theoretical contributions in several ways. First, this study confirms with
prior studies about the negative relationship between ICTs and work-life balance (Gadeyne et al., 2018,
Boswell and Olson-Buchanan, 2007). Additionally, this study confirms with prior studies about the
positive relationship between ICTs and job performance (Day et al., 2012). Second, this research extends
the literature with the finding that traditionality moderates the negative relationship between ICTs after
work and work-life balance. In line with Farh et al. (2007), the results showed that moderator of
traditionality was associated with work-life balance when the employee has different level of
traditionality. Third, this study supported the boundary theory, which states that people in the work
domain might impose more or less work expectations that pervade the home border of professional
women (Clark, 2000, Kreiner et al., 2009).

Practical Implications

The increasing pressure of social achievements and family responsibilities doubled the burden of
working women and their role conflict with the rapid development of China (Wang and Peng, 2017). For
female employees, they can enhance job performance by the acquisition of ICT skills and efficiency. On
the other hand, organizations could pride more flexible organizational norms, arrangements, practices
such as telecommuting, flextime to enhance professional women’s work-life balance as well as their job

performance (Fujimoto et al., 2016). Maintaining the boundary between life and work is remains crucial
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as ever. Furthermore, family policies should be proposed by nation to interfere with the management of

the private sector and provide more effective incentives for professional women (Vyas et al., 2016).

Limitations

This study has a number of limitations. First, the findings are based on cross-sectional data that cannot
be used to articulate causal effects. Second, this paper examined the role of traditionality which originates
from societal mechanisms and rooted in Confucianism (Farh et al., 2007). Third, in line with most studies

in this field, ICTs after work was self-assessed.

Conclusion

This study continues on the tendency that coping with ICT demands is becoming an increasingly
significant issue for employees (Park et al., 2020b). The empirical findings conclude that boundary theory
was applicable to predict job performance involving ICTs as well as identify traditionality as moderation
which can buffer the negative effects of ICTs on work-life balance. Future research can build upon the
theoretical contribution to advance boundary theory as well as improve the quality of professional

women’s lives.
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Exploring the influencing factors on Foreign Students’ Learning Performance
Abstract

This research examines the influencing factors on foreign students’ learning performance in Taiwan. The
questionnaire survey was conducted in four universities with 592 valid respondents from different majors
and nationalities.

The results show that motivation, basic communication competencies (in terms of listening and speaking),
emotional intelligence (in terms of regulation of emotion, and well — being), reflective thinking, and cultural
intelligence (in terms of metacognitive CQ, and motivational CQ) have significant influences on foreign
students’ learning performance. Furthermore, situational factors (in terms of facilities) play a moderating
role on influencing the relationship between motivation and learning performance, and influencing the

relationship between basic communication competencies and learning performance.

Keywords: learning performance, motivation, basic competencies

1. Introduction
Current academic business is facing internationalization challenge. Many universities offer international
programs available for foreign students (Healey, 2008) to study.
The number of foreign students in Taiwanese universities, and colleges have increased from 58 thousand in
2011, 80 thousand in 2013, 111 thousand in 2015, 121 thousand in 2017, and 128 thousand in 2019. The
number of foreign students decreased in 2020 and 2021 due to Covid-19 impact. There were 98 thousand
foreign students in 2020. Many students are mainly from Vietnam, Indonesia, Malaysia, Hong Kong, and
Japan.
Wang & Chang (2016) have discovered foreign students’ motivations are studying Chinese language,
exploring Taiwanese culture, and having a better chance of obtaining a job in Taiwan after graduation.
Academic, cultural, economic factors are relevant motivations (Ma, 2014). Chang (2017) also thinks
motivations of foreign students (Chang, 2017) to study in Taiwan are: closer geographical distance from
their home country, a better standard of living, good education system, job opportunities after graduation,
learning Chinese language, and lower-cost consumption.
Tsay & Sirinat (2013) have particularly found Thai students facing many difficulties and adapting problems
in Taiwan. Pare & Tsay (2014) also discover three challenges for foreign students including cultural,
learning, and interpersonal adaptation.
Language ability is the critical factor affecting foreign students’ learning performance (Pham et al., 2017).
Social-cultural adjustment, English proficiency, study motivation, loneliness and homesickness, and

financial pressure influence foreign students’ academic performance (Thanh, 2018). From above literature,



influencing factors such as motivation, financial situations, language communication skills, and cultural
factors should be considered while concerning foreign students’ learning performance.

Cognitive, emotional, environmental factors, and previous experience have significant influences on
students’ understanding a world perspective, knowledge, and skills gained or altered (Illeris, 2004; Ormrod,
2012) according to Learning theory. Learning theory includes behaviorist, cognitive, constructivists,
transformative, geographic, and multiple intelligence theories. In Behaviorist viewpoint, learner concerns
about studying condition, and supporting system. Cognitive approach pays extra attention on learners
because of the complexity of human memory. Constructivists think that knowledge acquisition of learners
should be a personalized process of creation. Transformative approach focuses on the often-required shift
in a learner’s preconceptions and worldview. Geographic approach concentrates on how settings and
environments influence the learning process. Multiple intelligences theory regards that learning is viewed
as the interaction between many various functional sites in the brain (Willingham et al., 2015).

Motivation, scholarship, language proficiency, sociability skills, and full-time attendance substantially
impact academic success of overseas students (Simmons et al., 2005). Culture shock, different
communication, social isolation, cross-cultural relationships, financial challenges, anxiety, and stress may
have significant influence on their academic achievement (Wang & Frank, 2002). Foreign students may
face academic challenges such as courses, teaching, evaluation methods, academic systems, communication
(Jooetal., 2011; Ko & Chung, 2014; Tamaoka et al., 2003), culture (Lee, 2014; Wang, 2004), and financial
problem (Banjong, 2015; Lee, 2017). However, communication, cultural challenges, and financial situations
should be considered while concerning foreign students learning performance.

Cross-cultural problems have significant influences on foreign students' academic achievement (Li et al.,
2010). Cultural intelligence may improve a person's capacity to adapt and perform successfully in various
and unexpected situations (Ang et al., 2007). There is an opportunity to study cultural intelligence’s
influences on foreign students’ learning performance.

Reflection ability is very important for absorbing new knowledge. Reflective thinking allows students to
learn knowledge in which students can use their own experiences, share information, and apply it in new
situations (Giines, 2012). According to Strampel & Oliver (2007), developing students' reflective thinking
skills can help students to learn more, enable their conceptual transformation, and foster their critical
evaluation and knowledge transfer. Reflection ability is increasingly recognized as a necessary component
for learners. However, there is an opportunity to study reflective thinking influences on foreign students’
learning performance.

School hardware and software resources' availability, relevance, and suitability affect students' learning
performances. Class size, connection between lecturers and peers, curriculums, evaluation and feedback,

quality of lectures, and university environment are relevant factors that may influence students’ learning



(Bautista, 2016; Carragher & McGaughey, 2016; Diniz et al., 2016; Kane et al., 2014). Facilities are the
most crucial factors on improving academic learning, such as school buildings, classrooms, laboratories,
libraries, and recreational equipment (Alimi et al., 2012). Positive correlations between school facilities and
students’ achievement are indicated in the past researches (Adeboyeje, 1984; Adedeji, 1998; Ajayi, 2002;
Owoeye, 2000). Student performance is influenced by proper guidance and learning facilities (Mushtaq &
Khan, 2012). There is a positive correlation between school quality and student academic satisfaction (Ko
& Chung, 2014). Therefore, school facilities and supporting program should be considered their moderate
influences while concerning foreign students learning performance.

Emotional intelligence has significant influences on working achievement (Asrar-ul-Haq et al., 2017,
Mehmood et al., 2013; Zahid et al., 2008). Emotional intelligence is a key ability that are found as a predictor
of success in job, academics, and personal-social interactions (Brackett et al., 2011; World Economic Forum,
2016; Zeidner et al., 2009). Emotional intelligence is used to predict academic performance (Billings et al.,
2014; Costa & Faria, 2015; Parker et al., 2004; Reyes et al., 2012). Therefore, emotional intelligence (EQ)
should be considered while concerning foreign students’ learning performance.

Monitoring, evaluating, and assessing students’ academic performance are the most challenging issues
(Tahir & Naqvi, 2006). Academic performance is one of the main concerns for organizations when hiring
new employees. Academic achievement and early job success have certain connections (Kool et al., 2016;
Hu & Woliniak, 2013).

The main purpose of this study is to understand the relevant factors’ influences on foreign students' learning
performance in Taiwan. From past literature, some essential variables including motivation, basic
communication competencies, emotional intelligence, reflective thinking, cultural intelligence which are
endogenous factors that have significant influences on foreign students’ learning performance. Foreign
students should have basic competences including communication competencies, emotional intelligence,
reflective thinking, and cultural intelligence to help them perform well in foreign environment. School
facilities and supports are exogenous factors and can be regarded as situational factors, which are considered
as moderators in influencing foreign students’ learning performance. Therefore, this research focuses on the
influences of variables including motivation, basic competences (including communication competencies,
reflective thinking, emotional intelligence, and cultural intelligence), and situational factors on foreign
students’ learning performance. The research questions are listed below:

1. What are the influences of variables such as motivation, and basic competences (including
communication competencies, reflective thinking, emotional intelligence, and cultural
intelligence) on foreign students’ learning performance?

2. What are the influences of moderating variables such as situational factors (including school

facilities and supports) on the relationship between motivation and students’ learning



performance, and on the relationship between basic competencies and students’ learning
performance?
It is very important on identifying important factors in influencing foreign students’ learning performance
which can help governments and universities to develop a better strategy and program to support their
foreign students. This research hopes to provide useful and practical information for scholars, researchers,

and students who are interested in Taiwanese education system.

2. LITERATURE REVIEW
This section examines the relationship between motivation, basic competencies (including communication
competencies, emotional intelligence, reflective thinking, and cultural intelligence), situational factors, and
learning performance based on previous literature reviews.
2.1. Motivation
Moving to a new nation is a serious life decision for anyone. Motivational variables are considered as major
determinants of migration and social adaption processes (Berry, 1997; Kim, 2001; Rumbaut, 1991; Scott &
Scott, 1989; Ward et al., 2001). Economists, sociologists, and psychologists all take diverse approaches to
people's motivations for going abroad. Economists look at international immigration from the perspective
of the international firm and labor demands in different nations (Massey, 1999). Psychologists usually try
to figure out why people want to relocate to another nation on a personal level (Winchie & Carment, 1988).
Sociologists have identified a systemic, governmental, and socioeconomic variables that encourage people
to stay in other countries (Richmond, 1993). Tartakovsky & Schwartz (2001) discover three motivations:
“preservation” which is related to health, social, and psychological safety; “personal-development” which
belongs to self-improvement, awareness, and abilities development; and “materialism” which represents the
wish for financial development and wealth. Student motivation is an internal condition that includes drives,
and maintaining learning-related activities (Hakan & Munire, 2014). There are a lot of definitions about
motivation. The motivation is intrinsic aspirations that are already existent in person or which is reflected
in a person while obtaining knowledge and learning (Lin, 2012). Motivation is something that stays in
people’s mind all the time, keeps people going, and helps people set goals (Dornyei, 2001). Motivation is a
state in which an individual actively expresses a variety of attitudes in order to attain a specific purpose
(Baumeister & Vohs,2007).
The definition of motivation in this study is foreign students' consistency in putting their effort into their
studies, overcoming the challenge to improve their personal ability, and achieving their goals in the future.
Students learning motivation is their need, desire, willingness, and commitment to aspire the learning

process (Bomia et al., 1997). Learning motivation is the tendency of students to engage in learning activities



that are motivated by a desire to acquire the best possible learning outcomes or results. Learning motivation
is a desire to maximize one's own talents in order to perform better, excellent, and creative (Nashar., 2004).
According to Lepper (1988), there are two kinds of motivation. Intrinsically motivated students engage in
activities for the purpose of satisfaction, learning, or the feeling of accomplishment. On the other hand,
extrinsically motivated students perform and seek to succeed in acquiring some rewards or avoiding some
external punishment to the actions such as grade or teacher recognition.

Motivation is seen as a critical aspect that influences people attitude and achievement (Kian et al., 2014;
Turan, 2015). The motivation of learning activities allows students to focus on what they are doing to gain
satisfaction. For foreign students, their motivation is the desire of hopes or opportunities that their host
country would provide a superior educational environment and create chances after their graduation.
Motivation is important for learning success (Chickering & Kuh, 2005) because motivation is the key to
long-term learning and persistence.

According to Bosman (2012), educationalists and psychologists examine motivation in connection to
academic success for many years. Motivation is a major contributor to academic success. The fundamental
concept of motivation and academic achievement are connected, and the academic outcome is assumed to
result from motivation (Mnyandu, 2001). Motivation is one of the essential criteria which helps foreign
students to have more motivation to achieve their academic achievement (Barrie, 2007). Performance and
academic motivation have a significant positive connection (Krishnamurthy, 2000). Vansteenkiste et al.
(2005) find that student motivation has a favorable impact on overseas students' academic achievement. The
essential of motivation as one of components to improve students' learning achievements has been
highlighted (Karaguven, 2012; Kaya, 2013; Wolters & Rosenthal, 2000).

In this study, five motivation indicators abstracted from Chirkov et al. (2007) are applied to measure
motivation effect on foreign students’ learning performance. Studying in a different country is a meaningful,
exciting, and challenging experience. To study overseas is involved in self—determination process which
can be regarded as intrinsic motivation. Most foreign students study abroad that they want to have better
education, job opportunities, learning languages, and having a better life or value. Based on the above
literature, the research hypothesis is:

H1: Motivation has a significant influence on foreign students’ learning performance

2.2.Basic Competencies
Basic competencies include communication competencies, emotional intelligence, reflective thinking, and
cultural intelligence which are individual’s relevant abilities in learning. These variables can be found a lot

of discussions available in Cognitive theory of Learning.



According to Cognitive theory, parts of a person’s knowledge acquisition can directly link to observe other
people in the way of people communication, experiences, and outside media influences (Bandura, 1977).
This idea is regarded as an extension of social learning theory. Observing a model might also encourage the
observer to repeat a previous taught behavior. The formation and maintenance of emotional and behavioral
responses to life situations are heavily influenced by an individual's cognition (Gonzalez-Prendes & Resko,

2011).

2.2.1. Communication Competencies (CC)

The term communication competence is made up by two words, "communication" and "competency" which
mean one's ability to communicate. Morreale et al., (2000) have claimed that individuals with weak
communication abilities are often perceived as less attractive by their peers and have fewer friendships.
The capability of person to deal with interpersonal interactions in communication situations is referred as
interpersonal communication competence (Rubin & Martin, 1994). Hymes (1972) describes that
communicative competence requires precise knowledge of a language's structure. Good ability of
communicative competence would encourage students to use it in everyday communication. There are many
different definitions from previous literature. Communication competencies are a synthesis of basic
grammatical principles, understanding how language is employed in social circumstances to execute
communication functions, and understanding how expressions and communicative functions can be
integrated according to the principle of conversation (Canale & Swain, 1980). Communication is the ability
to display a deep understanding of socially suitable communicative behavior in the given circumstance
(Gumperz, 1976). Communication ability of an individual is to display knowledge of the proper
communication behavior in the given context (Larson et al., 1978). Communication ability to set realistic
and suitable goals, and to maximize their achievement by generating adaptive communication performance
(Phillips, 2000).

In this study, communication competencies are defined as foreign students’ abilities in listening, reading,
speaking, writing, and expressive skills to understand, responding, interacting with other people, and
completing their school assignments in an academic environment.

According to Goldfinch & Hughes (2007), lack of confidence in communication skills leads to low
performance. Student communication competence has a relationship with communication apprehension and
learning performance (Rubin et al., 1990). The essential of communication competencies in a diversity of
field experience are involved in university success, persistence, emotions, life happiness, and upcoming
careers (Ghorbanshiroudi et al., 2011; Morreale et al., 2000; Rubin et al., 1990; Wei et al., 2005).
Communication competency includes presentation skills, group discussion, public speaking, and how to

interact with other people. Communication ability not only plays an important role in exchanging ideas or



information between individuals, but also in impacting their satisfaction and learning outcomes. Therefore,
this research hypothesis is:

H2: Communication competencies have a significant influence on foreign students’ learning performance.

Spitzberg (1997) investigates the ideas of communication competence in an intercultural context and
develops lists of abilities, talents, and behaviors on intercultural competence (such as understand, verbal/
nonverbal actions, social adaptability, interaction engagement, etc.). According to Rubin (1994),
communication competence includes self-reveal, social comfortable, conversation management,
altercentrism, expressiveness, supportiveness, empathy, immediacy, and environment control.
Communication competency is a set of abilities to communicate messages, listen to others, and provide
feedback (Hoy & Miskel, 2010).

Communicative competence has four distinct factors interacting and influencing each other in term of
grammar ability, sociolinguistic competence, discourse skills, and strategic capability (Brown, 2007; Canale
& Swain, 1980). Listening skill is one of the essential parts in successful interpersonal communication
(Bodie, 2011; Cupach & Spitzberg, 1981; Du et al., 2011; Haas & Arnold, 1995). Listening abilities are
stated to have significant influences on communication competences (Roberts & Vinson, 1998).

A person with good communication skills should be able to speak with others in an expressive way.
Veletsianos (2009) emphasizes the importance of expressiveness in improving communication and
encouraging interactions. Expressiveness is important for both teachers and students when they
communicate with each other. Above literature has indicated the importance of speaking and listening.
Therefore, this study has the following hypothesis.

H2a: Speaking and listening have a significant influence on foreign students’ learning performance.

Writing and reading are all essential components of communicative competence, which highlights learners'
communication expertise. According to Opara (1999), communication competence states with the human
ability to grasp and employ words suited to various settings. This indicates the importance of oral and written
communication fluency. The most common causes of poor academic are reading issues (Carmine et al.,
1997). Runo (2010) finds that students performing badly on the phrase and reading comprehension in school
are also with low academic performance. Those who have difficulty in reading English will have challenges
on their achievement (Chege, 1999; Kirigia, 1991; Njoroge, 2000).

According to Okoh (1998), speech and writing are the primary forms of expression for academic purposes.
Writing is a principally visual phenomenon that is a system of graphic symbols and the reader must translate.
Above literature indicates the importance of reading and writing abilities for students. Therefore, the

research hypothesis is:



H2b: Reading and writing have a significant influence on foreign students’ learning performance.

This study adopts eight indicators of communication competencies built by Rubin & Martin (1994) because
it is a simple evaluation method, and it is easy to identify difficulties associated with students’ interpersonal
communication competency. These indicators include listening, reading, speaking/ expressive, and writing
skills, which are very important for foreign students to communicate with classmates and teachers, and to

complete their assignments.

2.2.2. Emotional Intelligence (EQ)

Emotional intelligence is more widely recognized as a measure of overall performance across many areas
(Joshi et al., 2012). Goleman (1995) states that “emotional intelligence is power, and even more powerful
than 1Q”. IQ has accounted for 20% of the characteristics that has influenced an individual's success, leaving
80% to other factors, the majority of that are emotional intelligence (Goleman, 2009). Emotional intelligence
is required because it is a fundamental component of an individual's scientific and practical life (Abu
Rayyash et al., 2006; Gardner, 1983; Khawaldeh, 2004; Mayer & Salovey, 1990; Vincent, 2003). According
to Wong & Law (2002), emotional intelligence involves skills, judgment, a manifestation of one's own and
others' feelings, and how to use the feelings and emotional intelligence. Hafiz (2011) thinks emotional
intelligence implies the skills to comprehend and control people, as well as the ability to act effectively in
interpersonal interactions. Ghaonta & Kumar (2014) think emotional intelligence is a concept that describes
a person's capacity to manage impulses, and to demonstrate empathy and strength in the face of difficulty
while being resilient and flexible.

In this study, emotional intelligence is described as a person's power to assess one's own and other's feelings,
to precisely express and control one's feelings, and finally to apply and drive thoughts and activities which
is similar as the definition of Mayer et al. (2000).

Emotional intelligence has emerged as a key predictor of academic achievement (Fernandez et al., 2012).
High emotionally intelligent students perform better in both assessments and final examinations (Chew et
al., 2013). EQ is ability to comprehend thoughts, to access and to develop thoughts, to manage feelings, to
actively control emotions, and enthusiastic learning to improve academic growth (Mayer & Salovey, 1997).
Emotional intelligence influences academic and professional achievement (Romanelli et al., 2006).

Rode et al., (2007) find students with strong emotional intelligence would have better academic performance.
Roy et al., (2013) find emotional intelligence is related to academic success. Individuals show a better
emotional intelligence with two domains: self-emotion appraisal and understanding emotional intelligence,

that are significantly and positively related to academic achievement (Maizatul et al., 2013).



Emotional intelligence can be regarded as one of the most fundamental components of people's personality,
and plays an essential part in determining an individual's behavior performance. Its primary focus is on
emotion recognition and monitoring, interpersonal interactions, academic achievement, and study adaption.
Therefore, this research has the following hypothesis.

H3: Emotional intelligence has a positive relationship with foreign students’ learning performance.

According to Goleman (1995), there are five segments of emotional intelligence, such as self-awareness,
self-regulation, internal motivation, empathy, and social skills. Salovey & Mayer (1990) separate emotional
intelligence components into four categories including emotional self—appraisal, emotional appraisal of
others, regulating emotion, and using emotion to enhance performance. Self-evaluation and expression of
emotion are called self-emotional appraisal (SEA). It is known as a person's power to recognize as well as
to express their inner feeling in a natural way. People who have a highly developed emotional self-appraisal
will be able to comprehend their feelings more deeply than those who do not. Recognition and appraisal of
other's emotion are other's emotional appraisal (OEA). It is an individual's capability to observe and
comprehend the feelings of everyone around them. Those who have a deep understanding of other people's
thoughts and emotions will have a higher emotion appraisal of others. Controlling one's own emotions is
regulation of emotion (ROE). This refers to individual's power to control his/her own feelings, which will
allow him/her to heal from struggles or stress more quickly. The ability of individuals to manage their own
feelings can tolerate psychological pressure and is regarded as emotion regulation. Using emotion to help
with the performance is use of emotion (UOE). This refers to people's capacity to channel their emotions
into productive activities and to improve personal performance. Individuals who can apply emotion to
complete tasks, hence boosting personal performance, are regarded as good at using emotion.

Many researchers use these dimensions of EQ to measure performance, particularly in business context. In
the research between EQ and job performance, Noorazzila & Ramlee (2013) state that EQ has positive
influence on job performance. Two dimensions of EQ which are regulation of emotion (ROE) and use of
emotion (UOE) have positive influence on working performance. There is no correlation between SEA,
OEA and job performance, but UOE and ROE have positive impact on job performance (Greenidge et al.,
2014). The correlations between ROE, UOE and working performance have been emphasized. Therefore,
it’s possible to examine the relationship between UOE and ROE with foreign students’ learning performance.
Hence, the research hypotheses are:

H3a: Use of emotion (UOE) has a significant influence on foreign students’ learning performance.

H3b: Regulation of emotion (ROE) has a significant influence on foreign students’ learning performance.



According to Petrides & Furnham (2006), there are four components of emotional intelligence: well-being,
self—control, emotional, and sociability. A strong well-being score implies a positive outlook on life.
Individuals that score high on this aspect are often happy and pleased in their lives. On the other hand, low
scores indicate that people have low self-esteem and dissatisfy with their current lives. The level of control
over one's needs and wants is referred as the self-control factor. People who score high in self-control can
handle and control environmental stresses. People with a low mark are with uncontrollable regulated stress.
People with a high emotionality score have a wide range of emotion-related abilities including internal
emotion recognition, emotion perception, and emotion expression. On the other hand, people with lower
emotionality have trouble detecting and communicating their own emotions. As a result, these people have
fewer fulfilling interpersonal connections. The sociability factor indicates one's social connections and
impacts. It is considered in social circumstances, not just personal interactions. Self-control emotion is the
same as UOE and ROE. However, above literature indicates the importance of well-being. So, the research
has the following hypothesis:

H3c: Well-being (WB) has a significant influence on foreign students’ learning performance.

In this study, indicators of the use of emotion (UOE), regulation of emotion (ROE), and well-being are
abstracted from Petrides & Furnham (2006). When students can assess others' emotions and regulate their
own emotions, they will have a high level of confidence which can influence them to take realistic actions
and result in good performance (Naseer et al., 2011). These indicators focus on how students control their
emotions to overcome challenges and to achieve performance, and focus on how students feel about their

life and study in international environments.

2.2.3.  Reflective Thinking (RT)

Reflection thinking is an important life skill and has associated with critical thinking (Akerson et al., 2018;
Al-Husban, 2020; Murphy, 2014; Naber & Wyatt, 2014; Perdana et al., 2019; YuekMing & Manaf, 2014).
Reflective thinking defined by Dewey (1993) is a specific style of thinking that develops from a situation
of doubt, uncertainty, or challenge that the students have encountered in their study. Learners try to think in
purpose during their learning activities process. The thinking process help them to improve their mindset,
behaviors, awareness, flexibility, effective use of information, learning methods, study achievement, and
cognitive development (Ertmer & Newby, 1996; Paris & Winograd, 1990; Swartz & Perkins, 1990). Many
experts explore reflective thinking from various approaches and views in learning, including theories of
experiential education (Boud et al., 1985; Kolb, 1984), expert learning and development (Schon, 1983),
metacognitive and self-regulated learning, as well as educational psychologists (Brown, 1987; Flavell, 1987,

Zimmerman, 2002). Reflection is applied in a variety of academic and professional contexts, and the benefit



of reflection including teaching, nursing, medical, technology, and sciences (Ashby, 2006; Chretien et al.,
2012; Cunningham & Moore, 2014; Ferreira et al., 2013; Kori et al., 2014).

According to Lai & Viering (2012), reflection helps students to build a greater comprehension of what they
are learning by making new connections and linking diverse viewpoints. Students become proficient at
recognizing that they are always learning and growing skills as a result of reflection (Helyer, 2015).
Reflection states as an essential and powerful element for learning which helps students' self-reflection,
critical thinking, and development of professional ideals and skills (Layl, 2011). Reflection thinking is
defined as the capability to apply observation and knowledge to influence decisions what has happened in
the past or is happening now to lead and control future activities (Pisapia, 2009). Reflection is defined as an
essential human action where humans recall their knowledge, re-think about it, mull it over, and evaluate it
(Lew & Schmidt, 2011). Strampel & Oliver (2007) regard reflective thinking as methods of thinking and
reflecting on how to act for different understanding.

For this research, the definition of reflective thinking is the way of monitoring, analyzing, and evaluating of
individuals knowledge in order to achieve educational objectives, maintain motivation, gain strong
understanding, employ effective learning methods, and communicate with classmate and teachers to build
new learning perceptions that effectively enhance learning processes and achievement.

The reflection level is that a student has correct comprehension reflection and can connect it to personal
experiences or apply it in practical ways (Kember et al., 2008). Reflection requires active, continuing, and
careful views of any assumptions or beliefs of one's situation. In this stage, people are aware of what they
already know and what they still need to learn (Asakereh & Yousofi, 2018). The greatest level of reflective
thinking and the critical reflection level involve a transformation in people’s viewpoints on earlier beliefs
about their understanding. Critical thinking provides useful hindsight to avoid misinterpreting and bias
information bases on prior beliefs and opinions (Norris & Ennis, 1989; West et al., 2008).

This study abstracts four indicators of reflective thinking from Kember et al. (2000) because learners can
improve their ability through linking new information with their past beliefs, analyzing that information in
logical ways, using different techniques in new assignments, and understanding their individual thoughts
and ideas.

Reflective thinking allows students to develop a comprehensive grasp of a topic by expressing and
monitoring what they have learned, as well as to improve their metacognitive skills by examining if the
cognitive process skills they applied are effective (Schraw, 1998; Walters et al., 1994). Students can change
bad experiences that have related to their beliefs or desire into good learning experiences by reflecting on
their educational experience (Boud et al., 1985; Boyd & Fales, 1983; Moon, 1999). Through deriving
conclusions or meaning from what they have learned before, students' reflection actions might cause a

change in how they react with their learning in the future (Dunlap, 2002; Lin et al., 1999; Moon, 1999).



Reflective thinking influences academic and professional achievement (Phan, 2008). Reflective thinking is
how integrating the information obtained into one's previous understanding to make a better decision in the
future as well as to improve one's performance (Rogers, 2001).

Ash et al., (2005) find out that reflection exercises could help students to improve their academic
achievement. Sahan & Kalkay (2014) find the growth of reflective thinking ability is critical for students'
academic success as well as their personal development. McCormick et al., (2013) find students who are
carefully taught metacognitive tasks, like written self-reflection, will be more highly involved in their school
assignments and have outstanding academic success.

Reflective thinking skill towards problem-solving has influence on academic performance (Aydin, 2015).
Kori et al. (2014) discover that developing reflective skills are linked to improving performance, which
means if people improve their ability, the reflection will have a positive impact on their academic abilities.
There are significantly improved scores and learning performance in the assigned learning tasks while
students go through the reflective thinking process, and their awareness of learning strategies may be
improved at the same time (Ersozlu & Arslan, 2009). Reflection allows students to integrate new learning
into their previous knowledge and skills, and encourages them to engage with their experiences and
performing well. Therefore, the research has the following hypothesis:

H4: Reflective thinking has a significant influence on foreign students’ learning performance.

2.2.4.  Cultural Intelligence (CQ)

The concept of a greater understanding of culture is strongly related to what is known as “cultural
intelligence or CQ”. Cultural intelligence deals with many things, like human action, communication, and
gestures. CQ becomes increasingly significant in assisting people in understanding various cultures (Earley
& Mosakowski, 2011). Some researchers find that people who go to other countries for their careers or
studies have a better of CQ than people who go abroad for other reasons (Crowne, 2008; Pless et al., 2011).
CQ is an individual's ability to function and work effectively in culturally different environments or to
understand the reason appropriately in solving problems. According to Earley & Ang (2003); Heppner et
al., (2017), cultural intelligence is defined as individual’s ability to function and manage effectively in a
variety of cultural settings. CQ is a set of skills and knowledge connected by cultural metacognition that
helps human to adapt, choose, and modify the cultural components of their surroundings (Thomas et al.,
2008). CQ is a type of intelligence that concentrates on grasping, reasoning, and conducting effectively in

different cultural circumstances (Schmidt & Hunter, 2000).

For this research, cultural intelligence is defined as students’ abilities that focus on a particular cultural
situation, how they manage and adapt in a different cultural environment which is similar as the definition

of Earley & Ang (2003), and Heppner et al., (2017).



According to Thomas (2006), CQ has three dimensions in terms of mindfulness (later renames to
metacognition), cognitive, and behavior. Earley & Ang (2003) add a fourth motivational dimensions. People
have good score on all parts of CQ and have a strong willingness to use their cultural knowledge to develop
a strategy which helps them to demonstrate accurately verbal and nonverbal actions (Lin et al., 2012).
Metacognitive CQ refers to an individual's cultural awareness and knowledge of distinctions throughout
communication. Generally, individuals with metacognitive CQ will analyze assumptions about their cultural
knowledge because they know about the cultural gaps and try to deal with them in different cultural
situations (Bucker et al., 2015). High-order mental skills are to consider one's own thinking processes, to
assess others' cultural information, and to modify mental models throughout international cultural situations
(Konanahalli et al., 2014). Metacognitive CQ is concerned with the higher-order cognitive processes that
people use to establish and absorb cultural information (Eisenberg et al., 2013). In conclusion, people with
metacognitive CQ look answers from the person they are communicating with unexpected emotions or
behaviors.

Cognitive CQ encourages people to think about different cultures and to look for explanatory models to
explain cultural differences. This component is focused on specific knowledge of different cultures' values,
norms, and practices, as well as knowledge of different cultures' social, economic, and legal systems (Earley
& Ang, 2003). People who have better cognitive CQ can analyze and comprehend similarities and contrasts
in a variety of cultural contexts (Eisenberg et al., 2013).

Motivational CQ in culturally new or diverse contexts represents a people's ability to start, maintain, and
sustain learning other valuable activities (Eisenberg et al., 2013). It includes extrinsic motivation such as
tangible benefits that have received from cultural interactions and self-efficacy, and intrinsic motivation
such as the degree to which one prefers cultural interactions (Van Dyne et al., 2012). Its capability is to
make a concentration effort to learn and adapt to circumstances in cultural differences (Earley & Ang, 2003).
Motivational CQ contributes to improving self-efficiency. People with high motivational CQ have strong
energy to build trust and control over unfamiliar situation.

Behavioral CQ is when engaging with people from other cultures. This part displays a person's capacity to
use acceptable verbal and nonverbal styles that allows them to take active interaction. Behavioral CQ
enables a person to appreciate a wide range of experiences in order to create quickly and precisely, and to
have situational sensitive responses to emerging problem (Lovvorn & Chen, 2011).

This study applies metacognitive CQ and motivational CQ from van Dyne et al. (2008). Although the goal
of courses at different universities may change to some points, study abroad can improve students’ learning,
interpersonal skills, self-development, and can assist students gaining a greater awareness of other cultures
and global business processes (Ingraham & Peterson, 2004; Orahood et al., 2004). Furthermore, experience

in various cultures can increase students’ curiosity about other cultures, influences on their desire to learn



more about themself and their motivation for studying abroad, and the possibility to get potential job in the
future (Norris & Gillespie, 2008).

Many researches indicate the relationship between cultural intelligence with important outcomes, such as
problem-solving (Engle et al., 2013), the outcome of negotiations (Groves et al., 2014), efficiency (Peng et
al., 2014), innovative cooperation (Chua et al., 2012), adaptive achievement (Oolders et al., 2008), work
reorganization (Chen et al., 2010), and sales achievement (Chen et al., 2012).

Individuals with better CQ could effectively control the cultural obstacles of international circumstances,
and perform well in varied cultural situations than other people (Kim et al., 2008). Past research examines
the relationship between expatriates CQ and working outcomes (Moon et al., 2012). Some researches (Ahn
& Ettner, 2013; Ang et al., 2007; Rose et al., 2010) find a significant correlation between CQ and employee’s
performance. From above literature, CQ can be a strong predictor on foreigners’ learning performance in
different cultural environments. Therefore, this study has the following hypothesis:

HS5: Cultural intelligence has a significant influence on foreign students’ learning performance.

Metacognitive CQ is a key capability for increasing creative cooperation (Chua et al., 2012). Greater
metacognitive CQ leads to improve cultural perception and decision-making, and significantly increases
task performance (Ang et al., 2007). According to Ng et al., (2009), higher levels of Metacognitive CQ are
connected to stronger degrees of reflection, including a stronger awareness of personal assumptions and
views, and a greater ability to analyze their experiences from diverse viewpoints. An individual with better
metacognitive CQ is also better at evaluating new experiences without being swayed by previous ones.
Those people with greater metacognitive CQ are more likely to form clear plans and tactics, and hence are
more willing to put their ideas in comprehension of circumstances. Therefore, this research has the following
hypothesis:

HSa: Metacognitive CQ has a significant influence on foreign students’ learning performance.

Peng et al. (2014) state that students with high motivational CQ and cultural identity would be better suitable
for future jobs and with better working abroad opportunities. Chen et al., (2010) study the effects of
motivational CQ on job adaptation and achievement. According to their findings, work adjustment mediates
the effect between motivational CQ and job performance. According to Ng et al., (2009), person with better
motivational CQ will have more concrete experiences in overseas, will become more motivated to search
out the opportunity to evaluate their ideas and understanding of conditions, and will persevere in the face of
difficult situations due to its greater aspirations and self-belief. Therefore, this research has the following
hypothesis:

HS5b: Motivational CQ has a significant influence on foreign students’ learning performance.



2.3. Situational Factors

Better facilities encourage students in the desire to make a meaningful and valuable learning experience
(Fink, 2003). Students' behavior, emotions, attitudes, and learning processes are influenced by people,
institutions, and organizations (Saldana, 2013).

School facilities systems include classrooms, libraries, labs, workshops, equipment, electricity, water, desk,
seats, restrooms, storage space, audiovisual and visual aids which can encourage students to learn
(Akomolafe & Adesua, 2016). Learning facilities have included syllabus, teaching materials and equipment,
schooling system, teacher-pupil ratio, budgets and guiding regulations, quality standards, and learning time
(Ojeje & Adodo, 2018).

The circumstances of the school facilities are extremely important and have an impact on students'
achievements. As a result, determining the extent to which facilities have an impact on learner performance
is critical. Facilities are critical in providing students with favorable and comfortable equipment and other
services (Earthman, 2002). School and campus facilities are tools for students and teachers to improve their
learning and teaching processes in order to produce a constructive learning environment. To encourage
student performance improvement, the school needs to understand the relationship between campus
facilities and student outcome (Asiyai, 2012). Strong and effective facilities systems result in student
performance improvement and success (Mokaya, 2013). Adequate sitting space in classroom , sufficient
library, adequate equipped science laboratories, adequate water, and toilet facilities, and active involvement
in co-curricular activities are all related to academic achievement (Mokaya, 2013).

Student performance rises when school infrastructure and building facilities increase (Hussain, 2014). A
sufficient classroom with superior physical equipment has a considerable favorable impact on academic
progress. Students who attend school with good infrastructure are more relaxed and can focus on their
studies, resulting in higher grades (Hussain, 2014).

Social and campus supporting elements have a strong impact on students learning outcomes (Hwang et al.,
2011). There is a link between social assistance and academic success, and greater campus support, better
student achievement (Carini et al., 2006). Effective use of the resources that offers by institutions, and
learning methods have an impact on the student's success (Norhidayah et al., 2009).

Foreign students are financially unstable struggling to deal with tuition and living expenses (Lee, 2017).
Financial stress is linked to low academic performance among foreign students (Banjong, 2015). Having a
job also harms overseas students' academic performance. A part-time job affects international students'
experience with university life (Tamaoka et al., 2003) because it takes away time from them to focus on
their studies or research. The relationship between economic change and educational accomplishment are

found that financial resources are associated with their educational achievement (Beblo & Lauer, 2004).



This study mainly applies six indicators from Beatrice (2013) to measure the moderator role of situational
factors, including facilities and school supports (such as financial, part-time job, resource, and assistance).

These indicators are used to measure foreign students’ situational factors while studying abroad.

2.3.1. Situational Factors’ Moderating Effects

There are some studies indicating that situational factors can increase student motivation and interest on
their studies. The teacher must have various motivating factors in the learners by controlling learning
facilities (Akrim & Harfiani, 2019). Lack of physical facilities has shown to have a negative impact on
student's motivation to learn. As a result, their academic performance suffers. It has been noticed that
students perform poorly when they do not have access to basic needs such as library equipment and
insufficient seating in classrooms (Akomolafe & Adesua, 2016). Students are more interested in learning
when good physical facilities are available, leading to improved performance (Akomolafe & Adesua, 2016).
Student performance is linked to their enjoyment with their academic setting, including the library, computer
rooms, and other vital resources (Karemera, 2003).

Student perceptions of their learning environment have a strong impact on students’ learning performance.
Individuals who believe they are in a better learning situation perform better than those who think they are
in a bad learning environment (Lizzio et al., 2002).

Above literature has showed situational factors influencing student motivation and learning performance.
Better facilities and school support increase student motivation and their interest, which will influence
student learning performance. So, the moderator role of situation factors influencing on the relationship
between motivation and learning performance can be examined. This research has the following hypothesis:
Heéa: Situational factors have a moderating effect on the relationship between motivation and foreign

students’ learning performance.

The greater way to learn a language or knowledge is to use facilities, and to communicate with other pupils.
This approach of interaction benefits for all learners in different fields (Lei & Hu, 2019). Students can assist
one another while working and communicating on various activities such as writing dialogues, conducting
the interview, drawing, and providing comments to others (Callow, 2018). School facilities and school
supports play an important role in improving these activities' quality. School may provide room and
materials, and create some activities so that students have opportunities to directly interact with each other.
Situational factors can influence and upgrade students’ basic competencies (including communication,
emotional intelligence, reflective thinking, and cultural intelligence). Teachers as tutors, students as trainees,
and the environment as a supporter can all contribute to students’ competencies (Khoirudin et al., 2016).

The moderator role of infrastructure on performance has been discussed in Mutuku et al. (2021). School



infrastructure plays moderating effects on the relationship between students’ competences and academic
success (Mutuku et al., 2021). Therefore, this research has the following hypotheses:

Héb: Situational factors have a moderating effect on the relationship between communication competencies
and foreign students’ learning performance.

Heéc: Situational factors have a moderating effect on the relationship between emotional intelligence and
foreign students’ learning performance.

Heéd: Situational factors have a moderating effect on the relationship between reflective thinking and foreign
students’ learning performance.

Heée: Situational factors have a moderating effect on the relationship between cultural intelligence and

foreign students’ learning performance.

2.4.Learning Performance

Students' academic achievement is one of the most essential factors in the academic system (Rono, 2013).
There are many ways to measure student learning performance. Academic achievement is a students’
capacity to overcome numerous challenges in academic life and to meet the organizations’ academic
requirements (Baker & Siryk, 1999). Academic achievement is reflection of performance outcomes that
show how well a student has met specific learning objectives (Ali et al., 2013), and demonstrates proficiency
in extracurricular activities (Steinmayr et al., 2014). The grade is a common way used to measure student
understanding, their learning achievement, and the development of skills competencies (York et al., 2015).
Objective performance means that observation doesn't have any impact on the measurement tools. The
measurement is performed by some tools which is set before. The common tools to evaluate student
outcomes in the education field are GPA, examination, and credits. If students can't achieve the requirements,
they will fail the course and can't graduate. Grade point average (GPA) is commonly used to estimate
overseas students' academic performance. Most researches about student achievement commonly use
objective indicators, class grades (Kassarnig et al., 2017; Teixeira, 2016), grade point average (GPA) (Wang
et al., 2015), self-reported GPA (Kirschner & Karpinski, 2010), grade for the final exam (Lukkarinen et al.,
2016), complete credits (Giunchiglia et al., 2018), and raking in the class (Felisoni & Godoi, 2018).
However, GPA and grade are not consistently accurate indicators for learning or cognitive development
(Arum & Roksa, 2011).

Subjective performance is based on observation more than objective performance. However, other factors
can be used to measure a student's academic success, including things like effective or emotional states,
attitude, and behavior, all of which are related to a student's abilities or skills. There are some ways to

identify the quality of learning outcome. Brown (2004) describes the primary categories that define the



quality of learning is lower-order (such as knowledge, comprehension, application) and higher-order (such
as analyzing, synthesis, evaluation) thinking skills.

This research applies subjective performance to measure foreign students’ learning performance, which is
about student's thoughts, opinions, and feelings about what abilities or skills students have learned and have
improved from their studies in Taiwan. Dimbisso (2009) defines learning performance as academic success
relates to the accomplishment of the subject. Academic performance conducted by the students to attain
grades, marks, and scores. The learning outcome is the key criterion for measuring a student’s abilities, as
well as a method of evaluation for educational development and future career (Kieti, 2017). Komba et al.,
(2013) think student learning performance is a criterion for determining student potential to satisfy
performance goals. Arikunto (2003) gives learning performance definition as observable and measurable
actions in the given setting. Student learning performance is the level of achievement that students have
accomplished toward the specific goals set by each field after attending a program for a specific time.

In this research, learning performance is defined as educational assessments of students’ development
related to everything acquired in school, including knowledge or skills presented after their learning
processes and interaction with classmates and teachers.

This research applies indicators from Duque & Weeks (2010) to measure learning performance, which
include individual perceptions about their abilities and skills improved after their learning and their

satisfaction.

3. RESEARCH METHODOLOGY
This section examines the research framework, research method, population and sampling method, data

collection method, operational definition, indicator measurement, and data analysis method.
3.1.Research Framework
Figure 3.1 represents the research framework of this study.

Figure 3.1 Research Framework
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The research hypotheses are summarized as below.

H1: Motivation has a positive influence on foreign students’ learning performance.

H2: Communication competencies have a positive influence on foreign students’ learning performance.
H2a: Speaking and listening have a positive influence on foreign students’ learning performance

H2b: Reading and writing have a positive influence on foreign students’ learning performance.

H3: Emotional intelligence has a positive influence on foreign students’ learning performance.

H3a: Use of emotion (UOE) has a positive influence on foreign students’ learning performance.

H3b: Regulation of emotion (ROE) has a positive influence on foreign students’ learning performance.
H3c: Well-being (WB) has a positive influence on foreign students’ learning performance.

H4: Reflective thinking has a positive influence on foreign students’ learning performance.

HS5: Cultural intelligence has a positive influence on foreign students’ learning performance.

HS5a: Metacognitive CQ has a positive influence on foreign students’ learning performance.

HS5b: Motivational CQ has a positive influence on foreign students’ learning performance.

Heéa: Situational factors have a moderating effect on the relationship between motivation and foreign
students’ learning performance.

Heé6b: Situational factors have a moderating effect on the relationship between communication competencies
and foreign students’ learning performance.

Héc: Situational factors have a moderating effect on the relationship between emotional intelligence and
foreign students’ learning performance.

Heéd: Situational factors have a moderating effect on the relationship between reflective thinking and foreign
students’ learning performance.

Heée: Situational factors have a moderating effect on the relationship between cultural intelligence and
foreign students’ learning performance.

3.2.Research Method

A quantitative research approach has been chosen to conduct this study. According to Adar (2014), the
quantitative technique has the advantage of collecting large numbers of participants; and allows the
researcher to conduct comparisons and to generalize a broader population.

3.3. Population and Sampling Size

3.3.1.  Population

Foreign students who are studying in Taiwanese universities for their degrees are the population of this
study. The population of foreign students in Taiwan is around one hundred thousand in Taiwan. This study
sent an email to International Affair of 40 Taiwanese Universities in order to ask permission and their help

to spread the questionnaire to foreign students. There were only three national universities and one private



university of International Affair Office responded and agreed to spread questionnaire. The real number of

foreign students studying in these four Universities are 3129,165, 479 and 407 respectively.

3.3.2. Sampling Frame

After questionnaire survey, there are 607 returned, and 15 deleted because of several missing answers, the
valid sample size is 592.

3.4.Data Collection Method

Online survey was the best way to collect data in Covid-19 circumstance. The online survey has advantages
because it is easy to access respondents in the far distance, saving money and time.

After getting permission from four universities, a questionnaire file was emailed as an attachment to Office
of International Affairs (OIA) to each university. After that, OIA helped to spread the questionnaire to their
foreign students' email or Line groups. The data collection period was from November 21 to December
11%in 2021.

Questionnaires were based on a Likert scale from 1 to 5, with the criterion of strongly disagree, disagree,
normal, agree, and strongly agree. Respondents needed to choose one single choice of each indicator to
answer each question. According to the respondent's background and for them to understand questions easily
and answer accurately, the questionnaire was designed and translated in multilingual languages including
Chinese, English, Indonesian, and Vietnamese.

3.5. Operational Definitions

The operational definitions of each variable are described as followings. Motivation is defined as the
characteristic drives people to do something or not to do something (Broussard & Garrison, 2004). Basic
competences are including communication competencies, emotional intelligence, reflective thinking, and
cultural intelligence. Communication competencies are defined as ability to communicate thoughts and
ideas clearly and effectively in written and oral forms to person inside and outside of the institution
(Nunamaker et al., 2020). Emotional intelligence (EQ) is defined as ability to recognize, express,
comprehend, utilize, and manage emotions as a means of adjusting and enhancing performance (Salovey &
Pizarro, 2003). Reflective thinking is defined as the use of experiences as a basic information for learning
and updating personal understanding of existing theories (Bradley, 2013; Grossman, 2009). Cultural
intelligence (CQ) is defined as multidimensional set of abilities that exist outside the cultural borders, and
include knowledges and skills that have been formed in certain cultural situations (Sternberg et al., 2003).
Learning performance is defined as Student’s ability to fulfill the program or course’s goals, achievement,
and objectives. Situational factors are described as components of current circumstances or environment

having influences on how people behave (Belk, 1975).



Motivations are measured by the following indicators: I want to get a good education, I want to master of a
foreign language, it will open good employment opportunity with University degree, it is one of life goals,
and it is a great personal value (Chirkov et al., 2007).

Communication competencies are measured by listening and speaking, and reading and writing (Rubin &
Martin, 1994). Listening and speaking are measured by the following indicators: I know what topics we talk
about in conversations with friends, I understand what teachers talk about in class, people understand what
I want to express, it is easy to find the right word to express myself, I can express myself clearly while
interacting with others, and I always have a lot of facial expression while telling something to others (Rubin
& Martin, 1994). Reading and writing are measured by the following indicators: I understand the textbook
contents, and I can finish school written assignments easily (Rubin & Martin, 1994).

Emotional intelligence is measured by use of emotion, regulation of emotion, and well-being (Petrides &
Furnham, 2006). Use of emotion is measured by the following indicators: I always set goals for myself and
then try my best to achieve them, I always tell myself I am a competent person, I am a self-motivated person,
and [ would always encourage myself to try my best (Petrides & Furnham, 2006). Regulation of emotion is
measured by the following indicators: I am able to control my temper and handle difficulties rationally, |
can always calm down quickly when I am very angry, and I have good control of my own emotions (Petrides
& Furnham, 2006). Well-being is measured by the following indicators: I am pleased with my life on the
whole, I believe I am full of personal strengths, and I generally believe that things will work out fine in my
life (Petrides & Furnham, 2006).

Reflective thinking is measured by the following indicators: I sometimes question the way others do
something and try to think of a better way, I like to think what I have been doing and consider alternative
ways of doing it, I often reflect on my actions to see whether I could have improved on what I did, and I
often re-appraise my experience so I can learn from it and improve for my next performance (Kember et al.,
2000).

Cultural intelligence is measured by mtea-cognitive intelligence, and motivational intelligence (van Dyne
et al., 2008). Meta-cognitive intelligence is measured by the following indicators: I am conscious of the
cultural knowledge I use when interacting with people from different cultural backgrounds, I adjust my
cultural knowledge when I interact with people from culture that is unfamiliar to me, I am conscious of the
cultural knowledge which I can apply to cross-cultural interactions, and I would check the accuracy of my
cultural knowledge when I interact with people from different cultures (van Dyne et al., 2008).
Motivational intelligence is measured by the following indicators: I enjoy interacting with people from
different cultures, I am confident that I can socialize with locals in a culture that is unfamiliar to me, I am

sure | can deal with the stresses of adjusting to a culture that is new to me, I enjoy living in cultures that are



unfamiliar to me, and I am confident that I can get accustomed to shopping conditions in a different culture
(van Dyne et al., 2008).
Situational factors are measured by facilities and school supports (Beatrice, 2013). Facilities are measured
by the following indicators: I find university facilities (library, laboratories, computers, internet, ...) are
useful, and I know how to use University facilities to complete my assignments (Beatrice, 2013). School
supports are measured by the following indicators: I find my classmates with all different backgrounds and
they are very interesting and I have learned a lot from them, University arranged part time job, it’s easy to
find part time job here, and I know how to find academic resources and assistance (Beatrice, 2013).
Learning performance is measured by abilities improved and satisfaction (Duque& Weeks, 2010).
Abilities improved is measured by the following indicators: 1 have improved my skills to manage, use,
and analyze information; I have improved skills to communication effectively by comprehending, writing
and speaking; I have improved planning and organizational abilities; I have improved my self-confidence,
independence and personal initiative; I have improved my worldviews, and the way I interact with people;
I have improved my personal values and ethics; and I have improved my problem-solving skills (Duque&
Weeks, 2010). Satisfaction is measured by the following indicators: I am satisfied with my academic
learning situation, and I am satisfied with my current life situation (Duque& Weeks, 2010).
3.6.Data Analysis Method
The collected data are analyzed by using SPSS 23 statistical stools and techniques to test the relationship
between motivation, communication competencies, emotional intelligence, reflective thinking, cultural
intelligence, situation factors, and foreign students’ learning performance.
Descriptive statistics are used to describe the sample data.
b. Pearson correlation analysis is used for evaluating the relationship between variables.
c. Regression analysis is applied to test the relationship between the independent and dependent
variables.
d. Canonical correlation analysis is applied to see the correlation between two sets of variables.
e. A common bias test is used to make sure there is no bias in the study. Harman's single factor is
performed to see the results of common bias test.

f.  Cronbach alpha is used to measure internal consistency and reliability of variables.

4. QUANTITATIVE ANALYSIS
This section will show the results of quantitative analysis. Respondent information, descriptive data analysis,
Pearson correlation analysis, regression analysis, logistic regression analysis, common bias test, summary
of results, discussion of hypotheses testing, and empirical findings will be described.

4.1.Respondent Information



Table 4.1 (see Appendix) shows the responses with 37.3% male students, and 62.7% female students. Most
respondents come from Asia, 12.2% from Indonesian, 8.1% from Indian, 8.8% from Chinese, 22.8% from
Vietnamese, 13.5% from Thailand, 8.6% from Hong Kong, 5.6% from Japanese, 3.4% from Malaysian, and
17.1% from other countries.

According to respondents' majors, 189 (31.9%) foreign students took management, 158 (26.7%) studied
engineering, 65 (11%) studied languages, and the rest of the students took sciences, design, arts, humanities,
and others.

Regarding English capability, almost haft foreign students think that they have good English capability
around 274 (46.3%), and just 52 (8.8%) students show that they have poor and very poor English capability.
There are more than 70% foreign students taking their master and PhD degree, and English capability is the
main requirement for them to study in Taiwan.

However, 211 (35.6%) students state that their Chinese capability is poor and very poor, and only 21.9%
international students think that they are good at Chinese, and 82 (13.9%) are excellent at Chinese. Only 5
(0.8%) students had average grade under 60, 74 (12.5%) got 61-70, 131 (22.1%) got 71-80, 250 (42.2%)
got 81-90, and 132 (22.3%) got 91-100 for their GPA.

According to Table 4.2 (see Appendix), data shows Bachelor class 136 (23%), Master class 363 (61.3%),
and PhD class 93 (15.7%). In terms of studying year, 140 (23.6%) is first-year students, 299 (50.5%) is the
second year, 86 (14.5%) is the third year, 61 (10.3%) is the fourth year, and 6 (1%) is others. According to
Table 4.3 (see Appendix) most of the respondents are taking management and engineering majors and
master's degrees. According to Table 4.4 (see Appendix), most of the respondents are on their first year and
second year of their studying.

4.2.Descriptive Data Analysis

4.2.1. Descriptive Analysis

Table 4.5 — 4.11 (see Appendix) show means and standard deviations for each indicator of independent,
moderator, and dependent variables. Table 4.5 (see Appendix) shows mean and standard deviations of all
motivation's indicators with an average mean value is 4.31. Table 4.6 (see Appendix) shows mean and
standard deviations of communication competencies with an average mean value 4.07. Table 4.7 (see
Appendix) shows mean and standard deviations of all emotional intelligence with an average mean value
4.07.

Table 4.8 (see Appendix) shown mean and standard deviations of all reflective thinking indicators with
average mean value is 4.21. Table 4.9 (see Appendix) shown mean and standard deviations of all cultural
intelligence indicators with an average mean value 4.16. Table 4.10 (see Appendix) shown mean and

standard deviations of all situation factors indicators with average mean value 3.98. Table 4.11 (see



Appendix) shown mean and standard deviations of all learning performance indicators with average mean
value 4.19.

4.2.2. Reliability Test

Table 4.12 (see Appendix) indicates that all variables have Cronbach Alpha between .713 and .933 which
mean they have good reliability.

4.3. Pearson Correlation Analysis

Table 4.13 (see Appendix) shows all the Pearson Correlation Analysis results between each independent
variable, including motivation, communication competencies, emotional intelligence, reflective thinking,
cultural intelligence, moderator variables (situational factors) and learning performance. All the results state
that there is correlation among them significant at the 0.01 and 0.05 level.

Table 4.13 (see Appendix) shows that motivation, communication competencies, emotional intelligence,
reflective thinking, cultural intelligence, and situational factors have positive relationship with learning
performance.

4.4.Regression Analysis

Regression analysis is used to demonstrate the relationship between independent, moderator and dependent
variables. The results are shown in Table 4.14 - 4.15 (see Appendix). The results support the hypotheses H1,
H4, and HS. H2 and H3 received partial supports only. The results support the hypotheses H2a, H3b, H3c,
H5a, and H5b. The results do not support the hypotheses H2b, and H3a. The results support hypotheses H6a,
and H6b. The results do not support the hypotheses H6c, H6d, and Hée.

Table 4.14 (see Appendix) shows the regression analysis results between motivation, speaking and listening,
reading, and writing, use of emotion, regulation of emotion, well-being, reflective thinking, metacognitive
CQ, motivational CQ and learning performance. From the results, adjusted R square is .598 that variables
can affect 59.8.% on learning performance.

Motivation, speaking and listening, regulation of emotion, well-being, reflective thinking, metacognitive
CQ, motivational CQ are significant at o < 0.05. Motivation, speaking and listening, regulation of emotion,
well-being, reflective thinking, metacognitive CQ, motivational CQ have positive relationship with learning
performance. However, reading and writing and use of emotion are significant at a > 0.05. This indicates
that there are no relationships between two variables and learning performance. The composite of motivation,
situational factors (MxSF), and composite of basic competencies, situational factors (CCxSF, EQxSF,
RtxSF, CQxSF)) were entered in the model to see their interaction effect.

Table 4.15 (see Appendix) shows adjusted R square .594 that all variables can affect 59.4% on learning
performance. There are significant at o of MxSF = .029 < 0.05 which means situational factor has
moderating effect on the relationship between motivation and learning performance. o of CCxSF = .040 <

0.05 means situational factor has moderating effect on the relationship between basic communication



competencies and learning performance. EQxSF, RTxSF, and CQxSF have o> 0.05, which mean situational
factors don’t have moderating effects on the relationship between emotional intelligence and foreign
students’ learning performance, on the relationship between reflective thinking and foreign students’
learning performance, and on the relationship between cultural intelligence and foreign students’ learning
performance.
4.5. Logistic Regression Analysis
GPA is also one way to measure foreign students’ learning performance. So, this research uses logistic
regression to check the relationship between independent variables and GPA. To run logistic regression,
this research recodes the GPA variables become two dummy variables which are under 70 and above 70.
According to Taiwan education system, under 70 which means the master and PhD students can fail their
course, and students will pass the course if their score is above 70.
To see the influence of situational factor effect between independent variables GPA, this research run the
logistic regression without the situational factors. Table 4.16 (see Appendix) shows the results have
significant model and the model is a good predictor. Furthermore, independent variables explain 10.3% for
GPA.
On the Hosmer and Lemeshow Test shows the model is significant. Classification table shows that the model
can predict 86% for GPA. Finally, students who are good at these skills will get higher GPA. The results
shows that students who have high motivation, good at listening and speaking, reading, and writing, use of
emotion, well- being will get high GPA.
4.6. Common Bias Test
Common bias test is used to make sure that there is no bias in this study. Hence there is no bias in this study,
according to the result shown in Table 4.17 (see Appendix), percentage of variance is 33.682% which is
lower than 50%.
4.7. Summary of the Results

From above analysis, Table 4.18 (see Appendix) provides the summary of hypotheses testing.
Table 4.18 Research Result Summary

Hypothesis Empirical
Support
H1: Motivation has a positive relationship with foreign students’ learning
performance. Yes
H2: Communication competencies have a positive relationship with foreign Partial

students’ learning performance.



H2a: Speaking and listening have a positive relationship with foreign students’

Yes
learning performance
H2b: Reading and writing have a positive relationship with foreign students’
learning performance. Ne
H3: Emotional intelligence has a positive relationship with foreign students’ .
learning performance. Partial
H3a: Use of emotion (UOE) has a positive relationship with foreign students’
learning performance. Ne
H3b: Regulation of emotion (ROE) has a positive relationship with foreign
students’ learning performance. Yes
H3c: Well — being (WB) has a positive relationship with foreign students’
learning performance. Yes
H4: Reflective thinking has a positive relationship with foreign students’
learning performance. Yes
HS: Cultural intelligence has a positive relationship with foreign students’
learning performance. Yes
HS5a: Metacognitive CQ has a positive relationship with foreign students’
learning performance. Yes
HS5b: Motivational CQ has a positive relationship with foreign students’ learning
performance. Yes
He6a: Situational factors have a moderating effect on the relationship between
motivation and foreign students’ learning performance. Yes
Heob: Situational factors have a moderating effect on the relationship between
communication competencies and foreign students’ learning performance. Yes
Héc: Situational factors have a moderating effect on the relationship between
emotional intelligence and foreign students’ learning performance. Ne
Heod: Situational factors have a moderating effect on the relationship between
reflective thinking and foreign students’ learning performance. Ne
Hoe: Situational factors have a moderating effect on the relationship between No

cultural intelligence and foreign students’ learning performance.

4.8. Discussion on the Results of Hypotheses Testing



Motivation has a positive relationship with foreign students’ learning performance. This finding confirms
the observation of Trigueros & Navarro (2019) on that individuals with high levels of self-motivation are
more engaged in class and make better judgments, and have higher academic success.

Speaking and listening have a positive relationship with foreign students’ learning performance. This
finding confirms the observation of Goldfinch & Hughes (2007) on that students are good at listening,
speaking, and expressiveness skills will be easier to exchange information with advisors, school
administration, and classmates.

Logistic regression analysis results show that Students who have high motivation, good at listening and
speaking, reading, and writing, use of emotion, well-being will get high GPA.

Regulation of emotion (ROE) has a positive relationship with foreign students’ learning performance. Well
- being (WB) has a positive relationship with foreign students’ learning performance. Students with higher
use of emotion will control their feeling better and can motive themselves to improve learning. Not all
emotional intelligence categories have significant impact on performance and satisfaction (Greenidge et al.,
2014) because each dimension covers diverse areas which lead to different outcome.

Reflective thinking has a positive relationship with foreign students’ learning performance. Metacognitive
CQ has a positive relationship with foreign students’ learning performance. Motivational CQ has a positive
relationship with foreign students’ learning performance.

Situational factors have a moderating effect on the relationship between motivation and foreign students’
learning performance. Situational factors have a moderating effect on the relationship between
communication competencies and foreign students’ learning performance.

4.9. Empirical Findings

Regression analyses show that there are the relationships between motivation, basic communication
competencies, listening and speaking, emotional intelligence (use of emotion, regulation of emotion, well-
being), reflective thinking, cultural intelligence (metacognitive CQ, motivational CQ), and international
students’ learning performance (Sig < 0.05). Situational factors also have moderate relationship on the
relationship between motivation and foreign students’ learning performance, and on the relationship
between communication competencies and foreign students’ learning performance.

Particularly, Figure 4.1 (see Appendix) shows that student motivation has a linear influence on foreign
students’ learning performance. The horizontal axis represents foreign students’ motivation level, that with
higher value will have higher motivation. The vertical axis represents students’ learning performance, that
with higher value have better learning performance. Orange line is the composite of motivation and school
facilities which represents interaction effect direction (SFFxmotivation). Green line is the composite of
motivation and school support which represents interaction effect direction (SFSxmotivation). Figure 4.1

(see Appendix) shows that motivation has more sloping graph, getting saturated and going decline in after.



Figure 4.2 (see Appendix) shows that student communication competencies have a linear influence on
foreign students’ learning performance. The horizontal axis represents foreign student’s basic
communication competencies level, that with higher value will have better basic communication
competencies skill. The vertical axis represents students’ learning performance, that with higher value have
better learning performance. Orange line is the composite of basic communication and school facilities
which represents interaction effect direction (SFFxcommunication). Green line is the composite of basic
communication and school support which represents interaction effect direction (SFSxcommunication).
Figure 4.2 shows that basic communication competencies have more sloping graph, getting saturated and

going decline in after.

5. CONCLUSION AND SUGGESTIONS
This section consists research summary and contribution of this research, implications, and limitations of
this research and suggestions for future research.
5.1. Summary of this Research and Contribution of this Research
Motivation, speaking and listening, regulation of emotion, well-being, reflective thinking, cultural
intelligence, metacognitive cultural intelligence, and motivational cultural intelligence have positive
relationship with foreign students’ learning performance. Partial empirical support on communication
competencies, and emotional intelligence influencing foreign students’ learning performance are found.
Reading and writing, and use of emotion don’t have any influence on foreign students’ learning performance.
The contribution of this research is to build a model including motivational and behavioral factors for
examining the effect of motivation, communication competencies (including listening, speaking, reading,
and writing), emotional intelligence (including UOE, ROE, and well-being), reflective thinking, cultural
intelligence (including metacognitive and motivational CQ) on foreign students’ learning performance. This
research also supports the situational factors as moderating role to influence on the relationships between
motivation and learning performance, and the relationships between communication competencies and
learning performance.
5.2. Implication of this Research
This section gives some advise for educational institutions, foreign students, government, limitations of this
research and suggestions for future research.
5.2.1.  Advise for Educational Institution
Institutions, lecturers, departments, peers, and consultants who have interaction opportunities with foreign
students can encourage them to develop interpersonal relationships inside and outside campus. Educational

institutions can hold recruitment events available for foreign students.



Foreign students need more supports from their school in improving communication ability. School can
provide some soft skills courses, social and school activities available for foreign students to have
opportunities to meet and interact with other people. Students with higher emotional intelligence can drive
them to improve their learning performance. Education institutions can test foreign students EQ by
providing useful direction and training, or activities.

Reflective thinking is relevant to students’ learning performance. The class shall create some activities such
as critical thinking, logical argument, and solving problem methods making students to think about how to
analyze information, and make personal judgment.

The institutions shall provide foreign students with cultural intelligence test to see their adaptations abilities
before they enter university. This test can help institutions to know about their students’ cultural adaptation
ability. Institutions should focus on improving, and maintaining their facilities and infrastructure to

continuing support students’ learning.

5.2.2.  Advise for Foreign Students

Foreign students need to have well-prepared before departure and need to motivate themselves by setting
the goals such as getting a good grade, job, and learning a new language. The inspiration can assist them in
overcoming many difficulties. The facilities and school supports play an important role. Foreign students

should choose the school with good physical facilities, supporting program, and study environment.

5.2.3.  Advise for Government

Taiwan doesn’t have any programs available for keeping foreign students staying in Taiwan after graduation.
Many foreign students expect to have good job opportunities in Taiwan after graduations. Many companies
also need talent foreign workers. Taiwanese government can help to create internship opportunities or
recruitment programs in Taiwanese companies available for foreign students. The government agents can
act as a bridge role between them.

5.3. Limitations of this Research and Suggestion for Future Research

This research only focuses on motivational and behavioral factors’ influences on foreign students’ learning
performance based on the observations of four universities only. Future research can analyze learning style,
teaching style, social adjustment, language barrier, family supports and other difficulties such as financial
struggles, that influence foreign students’ learning performance. Future research can explore more schools,
and observe for longer time to see the processes of progress of the foreign students. Future research can try

to find the differences of learning and adaptation processes between South East Asian students.
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7.APPENDIX

Table 4.1 Respondent Information

N =592
Demographic
Frequency Percent (%)

Male 221 37.3
Gender Female 371 62.7
Total 592 100
Indonesian 72 12.2

Indian 48 8.1

Chinese 52 8.8
Vietnamese 135 22.8
Nationality Thailand 80 13.5
Hong Kong 51 8.6

Japanese 33 5.6

Malaysian 20 34

Others 101 17.1

Total 592 100
Under 23 103 17.4
23 -26 225 38.0
27-30 179 30.2

31-34 47 7.9

Ate 35-38 16 2.7
39-42 10 1.7

Above 42 12 2.0

Total 592 100

Less than 6 months 53 9

6 - 12 months 71 12
13 - 18 months 100 16.9

Stay duration 19 - 24 months 68 11.5
25 - 30 months 145 24.5

31 - 36 months 71 12

37 - 42 months 15 2.5



43 - 48 months 35 5.9
More than 48 months 34 5.7
Total 592 100
A University 110 18.6
B University 48 8.1
University C University 67 11.3
D University 367 62
Total 592 100
Management 189 31.9
Sciences 17 2.9
Engineering 158 26.7
Design 47 7.9
Major Languages 65 11
Arts 47 7.9
Humanities 16 2.7
Others 53 9
Total 592 100
Very Poor 16 2.7
Poor 36 6.1
Normal 151 25.5
English capability Good - 163
Excellent 115 19.4
Total 592 100
Very Poor 76 12.8
Poor 135 22.8
Chinese capability Normal 170 287
Good 129 21.8
Excellent 82 13.9
Total 592 100
Under 60 5 0.8
GPA 61-70 74 12.5
71-280 131 22.1



81-90 250 42.2
91-100 132 223
Total 592 100
Table 4.2 Respondents’ Degree and University Year
University year
First ~ Second Third Fourth  Other
year year year year years Total
Degree  Bachelor 18 28 44 44 2 136
Master 98 244 17 4 0 363
PhD 24 27 25 13 4 93
Total 140 299 86 61 6 592
Table 4.3 Respondents’ Major and Degree Distribution
Degree
Total
Bachelor Master PhD
Major Management 59 110 20 189
Sciences 2 8 7 17
Engineering 29 88 41 158
Design 14 31 2 47
Languages 10 50 5 65
Arts 3 44 0 47
Humanities 2 8 6 16
Others 17 24 12 53
Total 136 363 93 592
Table 4.4 Respondents’ Major and University year
University year Total



First- Second- Third- Fourth-

year year year year Others

Major Management 52 79 31 25 2 189

Sciences 6 4 4 2 1 17

Engineering 26 90 27 14 1 158

Design 7 28 6 6 0 47

Languages 19 38 3 5 0 65

Arts 4 41 2 0 0 47

Humanities 8 4 3 0 1 16

Others 18 15 10 9 1 53

Total 140 299 86 61 6 592

Table 4.5 Mean Value of Motivations (M)

Item Mean Std.
M1 [ want to get a good education. 440 .656
M2 [ want to master a foreign language. 433 745
M3 It will open good employment opportunities for me with university degree. ~ 4.41  .675
M4 It is one of my life goals. 4.14 807
MS5 It is a great personal value to me. 427 753
Motivation average 431 727

Table 4.6 Mean Value of Basic Communication Competencies (CC)

Item Mean  Std. Deviation
CLS1 In conversations with friends, I know what topics we talk
about. 4.28 701
CLS2 [ understand what teachers talk about in class. 4.19 783
CLS3 People understand what [ want to express. 4.06 .836
CLS4  Itis easy to find the right word to express myself. 4.08 817
CLS5 I can express myself clearly while interacting with others. 4.05 .790



CLS6

I always have a lot of facial expression while telling

something to others. 3.87 906
CRW1 I understand the textbook contents. 4.03 .804
CRW?2 [ can finish school written assignments easily. 3.97 .833
Basic communication competencies average 4.07 .809

Table 4.7 Mean Value of Emotional Intelligence (EQ)

Item Mean Std. Deviation
UOE1 I always set goals for myself and then try my best to
achieve them. 4.13 .801
UOE2 I always tell myself I am a competent person. 4.08 815
UOE3 [am a self-motivated person. 4.10 .861
UOE4 [ would always encourage myself to try my best. 4.19 155
ROE1 [am able to control my temper and handle difficulties
rationally. 4.07 817
ROE2 [ can always calm down quickly when I am very angry. 3.95 .882
ROE3 I have good control of my own emotions. 3.98 .878
WB1 On the whole, I am pleased with my life. 4.08 .838
WB2 [believe I am full of personal strengths. 4.05 .867
WB3 I generally believe that things will work out fine in my life. 4.08 .848
Emotional Intelligence average 4.07 836

Table 4.8 Mean Value of Reflective Thinking (RT)

Item Mean Std.

RT1 I sometimes question the way others do something and try to think of a
better way. 416 .744

RT2 I like to think over what I have been doing and consider alternative ways
of doing it. 4.18  .676

RT3 [ oftenreflect on my actions to see whether I could have improved on what
I did. 422  .685



RT4 [ offer re-appraise my experience so I can learn from it and improve for

my next performance. 426 .696

Reflective thinking average 421 .700




Table 4.9 Mean Value of Cultural intelligence (CQ)

Item Mean Std.

ME1 I am conscious of the cultural knowledge I use when interacting with people from different cultural
backgrounds. 4.15 .796
ME2 [ adjust my cultural knowledge when I interact with people from culture that is unfamiliar to me. 4.20 .674
ME3 [ am conscious of the cultural knowledge which I can apply to cross-cultural interactions. 4.09 152
ME4 [ would check the accuracy of my cultural knowledge when I interact with people from different cultures. 4.14 737
MO1 I enjoy interacting with people from different cultures. 4.33 .690
MO2 [am confident that I can socialize with locals in a culture that is unfamiliar to me. 4.11 788
MO3 [am sure I can deal with the stresses of adjusting to a culture that is new to me. 4.14 767
MO4 [ enjoy living in cultures that are unfamiliar to me. 4.08 .906
MO5 [ am confident that I can get accustomed to shopping conditions in a different culture. 4.23 722
Cultural Intelligence average 4.16 759




Table 4.10 Mean Value of Situation Factors (SF)

Item Mean Std. Deviation

SF1 I find university facilities (library, laboratories, computers,

internet, ...) are useful. 4.21 783
SF2 I know how to use university facilities to complete my

assignment. 3.67 1.091
SS1 I find my classmates with all different backgrounds. They are very

interesting and I have learned a lot from them. 4.04 797
SS2  University arranges part-time job. 4.10 .808
SS3  It's easy to find a part-time job here. 4.11 .827
SS4 T know how to find academic resources an