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SUMMARY 

MULTINATIONAL ENTERPRISES, INSTITUTIONS AND SUSTAINABLE 

DEVELOPMENT 

Academics and policy makers have debated the implications of economic globalization 
for decades. Still, uncertainty remains with respect to the impact of the growing 
interconnectedness of nations and economies on many dimensions of sustainable 
development, including income inequality, productivity growth, employment, the natural 
environment, financial risk and economic stability, and the (receding) power of the state.  
This ambiguity is partly caused by definitional complexities and absence of data. But a 
more important reason is the relative lack of attention for the heterogeneous 
characteristics of the key drivers of globalization: multinational enterprises. This 
dissertation explicitly addresses these differences by examining how the nature and 
strategies of multinational enterprises moderate the effect of foreign investment on 
sustainable development, while taking into consideration the national and international 
institutions that shape and structure the cross-border activities of these firms. 
Three main research questions were developed based on the emerging and relatively 
broad academic and political consensus what sustainable development is and how it 
should come about, which highlights the role of institutions and individual actors like 
MNEs (but also governments and NGOs):  
1. To what extent do the relevant home, host, and international institutions and firm 

specific factors contribute to explaining FDI and the internationalization of 
MNEs? 

2. To what extent does FDI by MNEs contribute to sustainable development, and 
how is this effect dependent upon the characteristics of FDI? 

3. What do MNEs actively do themselves to enhance their sustainability impact, 
and how is this dependent upon firm specific characteristics and the institutional 
setting(s) in which MNEs operate? 

The first research question was addressed in chapters 4 and 5. Chapter 4 used 
longitudinal corporate level data to identify a series of internationalization trajectories. It 
showed that there is not a single path of international expansion, but that firms can take 
very different trajectories with respect to the internationalization of their sales, assets and 
employees. Home country institutions play an important role in stimulating 
internationalization, but the wide variety of trajectories among firms from the same 
country implies that firm-specific factors, such as their sector of activity, are also 
important determinants.  
Chapter 5 analyzed bilateral FDI stocks for more than 3000 country dyads in the 1990-
2002 period, and found that the direction, or exact location, of international activities is 
affected by factors such as host country market size, resource endowments, trade-
openness, distance from the country of origin of FDI, and host country institutions. 
International institutions – BITs – are however also an important determining factor in 
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directing FDI, and play a particular important role in improving the attractiveness of 
countries that without such treaties, could not credibly commit to treating investors well. 
The second research question of this dissertation was dealt with in chapters 6 and 7. 
These addressed the role of firm characteristics as moderator in the FDI-development 
relationship, focusing primarily on the country of origin as an important characteristic of 
MNEs. Chapter 6 addressed this issue by analyzing the different growth consequences of 
FDI from various countries of origin, using a dataset on bilateral investment stocks from 
6 major outward investors towards 71 countries for the 1989-2002 period. Chapter 7 
explored micro level evidence in the Netherlands for one of the key social dimensions of 
sustainable development: wages and labour conditions. The results confirmed that the 
growth and employment consequences of FDI differ by the country of origin of the firm. 
It also appeared that countries with reasonably developed institutions and a qualified 
workforce benefit most from FDI, even though the threshold above which the effect of 
FDI becomes positive differs across the various countries of origin of FDI. But also in 
more developed countries (such as the Netherlands), the effect of inward FDI are not 
always positive: most of the benefits of investment – such as higher wages – appear to be 
concentrated among the higher educated part of the workforce.  
Chapters 8 and 9 analysed the non-financial reports of the Fortune Global 250 firms to 
address the third and final research question regarding the active contribution of MNEs to 
sustainable development. Partly driven by institutional and stakeholder pressures, firms 
are increasingly disclosing information about the social, environmental and, very 
recently, also the economic implications of their activities, in non-financial reports. In 
chapter 8, reporting of MNEs on their economic impact was explored. Chapter 9 
analyzed the determinants of environmental reporting, focusing in particular on the 
relationship between the degree and spread of internationalization and environmental 
disclosures, while giving special attention to the role of home and host institutional 
pressures and sector peculiarities. 
Both chapters show that MNEs (say that they) do a lot to improve the economic, social 
and environmental impact of their activities. Environmental reporting has almost become 
a common practice, with more than half of the Fortune Global 250 disclosing information 
on their environmental activities. Economic impact reporting is a much more recent 
phenomenon, yet already a quarter of the firms we analyzed say something on the 
relative size of their activities in home economies, or disclose how they actively transfer 
technology and link up with local suppliers. The factors that drive these reporting 
strategies include sector and company size, but most importantly the extent of pressure in 
the home country of MNEs. All these factors contribute to the visibility of firms for 
stakeholders, and – as legitimacy theory suggests – would therefore induce firms to 
report. 


