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APPENDIX A. Additional information about sample

Table A.1. Geographic distribution of sampled MNEs and their subsidiaries

	Country / economic area
	Number of MNEs with headquarters
	Number of subsidiaries
	Average % of shares held by foreign institutions
	Average % of shares held by domestic institutions
	International diversification

	Australia
	5
	941
	56.1%
	26.0%
	2.46

	Belgium
	3
	613
	71.9%
	4.0%
	3.04

	China
	8
	236
	35.1%
	6.5%
	0.95

	Denmark
	4
	328
	54.8%
	31.4%
	3.37

	Finland
	3
	195
	47.6%
	18.4%
	2.83

	France
	7
	2,551
	44.0%
	10.8%
	2.53

	Germany
	9
	3,780
	62.2%
	14.2%
	2.83

	India
	6
	766
	33.7%
	14.7%
	2.37

	Italy
	3
	112
	25.8%
	3.3%
	2.77

	Japan
	47
	6,009
	30.6%
	39.5%
	2.32

	Netherlands
	4
	1,816
	87.2%
	11.2%
	2.79

	Russia
	3
	166
	6.1%
	0.0%
	0.95

	South Africa
	4
	301
	20.7%
	48.8%
	2.27

	South Korea
	7
	149
	21.9%
	16.1%
	1.63

	Switzerland
	7
	2,356
	60.3%
	13.7%
	2.96

	Taiwan
	10
	1,210
	19.5%
	12.7%
	0.90

	Thailand
	3
	629
	4.8%
	7.5%
	2.10

	United Kingdom
	13
	4,094
	47.7%
	43.5%
	2.81

	United States
	33
	9,411
	13.6%
	82.9%
	2.94

	Others 
	18 (14 countries)
	1,295
	-
	-
	-

	Total
	197
	36,958
	35.6%
	35.7%
	2.47



Notes: The information is only given for countries where three or more MNEs in our sample are headquartered.

Table A.1 provides additional details about the geographic distribution of the 197 sampled MNEs and their 36,985 subsidiaries. The Netherlands presents the highest average percentage of shares held by foreign institutions (87.2%) while Thailand has the lowest at 4.8 % of shares held by foreign institutions. The United States, on the other hand, has the highest average percentage of shares held by domestic institutions at 82.9%. Regarding international diversification, Denmark and Belgium have the highest average levels (3.37 and 3.04). 

Table A.2. Descriptive statistics of main variables for MNEs grouped by main location of international operations

	
	International diversification

	
	Group 1: Developed country focus
	
	Group 2: Emerging country focus

	
	Mean
	SD
	Min
	Max
	
	Mean
	SD
	Min
	Max

	Environmental performance
	0.726
	0.165
	0.059
	0.932
	
	0.722
	0.151
	0.252
	0.927

	Environmental innovation
	0.343
	0.231
	0
	1
	
	0.332
	0.229
	0
	1

	Foreign institutional owners
	0.372
	0.263
	0.022
	0.967
	
	0.346
	0.271
	0.005
	1

	Domestic institutional owners
	0.358
	0.271
	0
	0.967
	
	0.357
	0.306
	0
	0.949




We split our sample into two mutually exclusive groups: first group with MNEs that have more than 50% of their international diversification in developed countries and the second group with MNEs more focused on emerging countries (Table A.2). We then compared the mean values of our key variables of interest in these two groups. These values are very similar: environmental performance (0.726 vs 0.722), environmental innovation (0.343 vs 0.332), share of foreign institutional investors (0.372 vs 0.346) and share of domestic institutional investors (0.358 vs 0.357). The differences between the two groups analyzed were not statistically significant, indicating that the effect of international diversification is not dependent on the developed or emerging nature of host countries.

APPENDIX B.  Additional information about dependent variables

Table B.1. Items used to construct our environmental performance index

	Item
	Description
	Values after transformation

	CO2 to revenue
	Total estimated amount of CO2 and CO2 equivalent emissions in tonnes divided by net sales or revenue in US dollars, reverse scored so that higher values indicate lower CO2 to revenue ratios
	Min = 0.000 
Max = 0.967
Mean = 0.447

	Waste to revenue
	Total amount of waste produced in tonnes divided by net sales or revenue in US dollars, reverse scored so that higher values indicate lower waste to revenue ratios
	Min = 0.000
Max = 0.998
Mean = 0.758

	Emission policy
	A binary item indicating whether the company has a policy to improve emission reduction
	Min = 0
Max = 1
Mean = 0.878

	Emission target
	A binary item indicating whether the company has set targets or objectives to be achieved on emission reduction
	Min = 0
Max = 1
Mean = 0.653




Table B.2. Items used to construct our environmental innovation index

	Item
	Description
	Values after transformation

	Eco-design products
	A binary item indicating whether the company reports on specific products which are designed for reuse, recycling or the reduction of environmental impacts
	Min = 0
Max = 1
Mean = 0.172

	Take-back and recycling initiatives
	A binary item indicating whether the company reports about take-back procedures and recycling programs to reduce the potential risks of products entering the environment
	Min = 0
Max = 1
Mean = 0.131

	Product environmental responsible use
	A binary item indicating whether the company reports about product features and applications or services that will promote responsible, efficient, cost-effective and environmentally preferable use
	Min = 0
Max = 1
Mean = 0.524

	Animal testing reduction
	A binary item indicating whether the company has established a program or an initiative to reduce, phase out or substitute for animal testing
	Min = 0
Max = 1
Mean = 0.264

	Renewable/clean energy products
	A binary item indicating whether the company develops products or technologies for use in the clean, renewable energy (such as wind, solar, hydro and geo-thermal and biomass power)
	Min = 0
Max = 1
Mean = 0.158

	Water technologies
	A binary item indicating whether the company develops products or technologies that are used for water treatment, purification or that improve water use efficiency
	Min = 0
Max = 1
Mean = 0.166



APPENDIX C.  Additional information about robustness checks

Environmental performance and environmental innovation
For our robustness test on the environmental dependent variables, we used two composite scores from Refinitiv Eikon: Emissions Reduction Score as the alternative measure for environmental performance and Environmental Innovation Score for environmental innovation. 
The Emissions Reduction Score is calculated using 28 metrics while the Environmental Innovation Score consists of a total of 20 metrics. As described in the article, we constructed our dependent variables using a carefully selected subset of the most representative metrics and only considering items that are available for all MNEs in our sample. However, we wanted to confirm whether the use of these composite scores, which are readily available from Refinitiv and have been used extensively by other international business scholars, yields the same results. The process that Refinitiv follows to construct the scores is based on a percentile ranking comparing firms to each other within an industry sector looking at each individual data point separately. These item-specific percentile scores are then summed up at the firm-level and these total scores are ranked against peer firms to arrive at the final scores for Emissions Reductions and Environmental Innovation (Refinitiv, 2020), resulting in values that range from 0 to 100. 
The Emissions Reduction Score includes items measured in a collection of different scales such as the amount of CO2, NOx, and SOx emissions, the existence of emission reduction policies or environmental restoration initiatives, and the amounts of hazardous, non-hazardous, and recycled waste, among others (see Table C.1 for a detailed list of items). The values of this score range from 0 to 100, with a higher score of environmental performance indicating more effectiveness toward reducing the firm’s (negative) environmental impacts in comparison with peers in the same industry group, while a low level of environmental performance means a limited effectiveness in reducing the firm’s impact in relative terms. For example, Taiwanese Nan Ya Plastics Corp (with a score of 6.25) is one of the worst performers in the industry; it was founded by and is closely related to its major shareholder Formosa Plastics Corp, which has been in the public eye due to chemical leaks and dumping toxic waste in different countries and co-owned by several foreign institutional owners ranging from Singapore to Switzerland. 
The Environmental Innovation Score includes the amount of firms’ environmental research and development costs, the existence of take-back and recycling initiatives to reduce the potential risks of products entering the environment, and firms’ analysis of environmental and biodiversity risks, among others (see Table C.2 for the full list of items). Similar to the Emissions Reduction Score calculation method described above, firms within an industry sector are compared to each other and given percentile rank scores for environmental innovation. A high score on environmental innovation strategy means that a firm is more active than its peers in developing and implementing new environmental technologies, processes, and products to create market opportunities. For instance, Huntsman Corp, a U.S.-based and primarily U.S.-owned chemical manufacturer, has one of the highest scores (99.22) due to its development of innovative, water and energy saving products and proactive environmental policies, while Swiss multinational Clariant AG has a much lower score (5.00) due to its low comparative score in most of the analyzed items.
Table C.1. Items of the Refinitiv Eikon ESG Emissions Reduction Score

	Item
	Description

	Ozone-Depleting Substances
	Total amount of ozone depleting (CFC-11 equivalents) substances emitted in tonnes

	Self-Reported Environmental Fines
	Environmental fines as reported by the company

	Estimated CO2 Equivalents Emission Total
	The estimated total CO2 and CO2 equivalents emission in tonnes

	Total Waste
	Total amount of waste produced in tonnes divided by net sales or revenue in US dollars

	Hazardous Waste
	Total amount of hazardous waste produced in tonnes divided by net sales or revenue in US dollars

	Discharge into Water System
	Total weight of water pollutant emissions in tonnes divided by net sales or revenue in US dollars

	Policy Emissions
	Does the company have a policy to improve emission reduction?

	Targets Emissions
	Has the company set targets or objectives to be achieved on emission reduction?

	Biodiversity Impact Reduction
	Does the company report on its impact on biodiversity or on activities to reduce its impact on the native ecosystems and species, as well as the biodiversity of protected and sensitive areas?

	NOx and SOx Emissions Reduction
	Does the company report on initiatives to reduce, reuse, recycle, substitute, or phase out SOx (sulfur oxides) or NOx (nitrogen oxides) emissions?

	e-Waste Reduction
	Does the company report on initiatives to recycle, reduce, reuse, substitute, treat or phase out e-waste?

	Emissions Trading
	Does the company report on its participation in any emissions trading initiative?

	Environmental Partnerships
	Does the company report on partnerships or initiatives with specialized NGOs, industry organizations, governmental or supra-governmental organizations, which are focused on improving environmental issues?

	EMS Certified Percent
	The percentage of company sites or subsidiaries that are certified with any environmental management system

	Environmental Restoration Initiatives
	Does the company report or provide information on company-generated initiatives to restore the environment?

	Staff Transportation Impact Reduction
	Does the company report on initiatives to reduce the environmental impact of transportation used for its staff?

	Climate Change Commercial Risks Opportunities
	Is the company aware that climate change can represent commercial risks and/or opportunities?

	VOC or Particulate Matter Emissions Reduction
	Does the company report on initiatives to reduce, substitute, or phase out volatile organic compounds (VOC) or particulate matter less than ten microns in diameter (PM10)?

	Waste Recycling Ratio
	Total recycled and reused waste produced in tonnes divided by total waste produced in tonnes

	Environmental Expenditures Investments
	Does the company report on its environmental expenditures or does the company report to make proactive environmental investments to reduce future risks or increase future opportunities?



Table C.2. Items of the Refinitiv Eikon Environmental Innovation Score

	Item
	Description

	Eco-Design Products
	Does the company report on specific products which are designed for reuse, recycling or the reduction of environmental impacts?

	Env R&D Expenditures To Revenues USD
	Total amount of environmental R&D costs (without clean up and remediation costs) divided by net sales or revenue in US dollars.

	Environmental R&D Expenditures
	Total amount of environmental R&D costs (without clean up and remediation costs).

	Noise Reduction
	Does the company develop new products that are marketed as reducing noise emissions?

	Fleet Fuel Consumption
	Total fleet's average fuel consumption in l/100km.

	Hybrid Vehicles
	Is the company developing hybrid vehicles?

	Fleet CO2 Emissions
	Total fleet's average CO2 and CO2 equivalent emissions in g/km.

	Environmental Assets Under Mgt
	Does the company report on assets under management which employ environmental screening criteria or environmental factors in the investment selection process?

	Equator Principles
	Is the company a signatory of the Equator Principles (commitment to manage environmental issues in project financing)?

	Equator Principles or Env Project Financing
	Is the company a signatory of the Equator Principles (commitment to manage environmental issues in project financing) or does it claim to evaluate projects on the basis of environmental or biodiversity risks as well?

	Environmental Project Financing
	Does the company claim to evaluate projects on the basis of environmental or biodiversity risks as well?

	Nuclear
	Does the company construct nuclear reactors, produce nuclear energy or is active in another way in the nuclear energy industry?

	Nuclear Production
	Percentage of total energy production from nuclear energy.

	Labeled Wood Percentage
	The percentage of labeled wood or forest products (e.g., Forest Stewardship Council (FSC)) from total wood or forest products.

	Labeled Wood
	Does the company claim to produce, source or distribute wood or forest products that are labeled (e.g., Forest Stewardship Council (FSC))?

	Organic Products Initiatives
	Does the company report or show initiatives to produce or promote organic food or other products?

	Product Impact Minimization
	Does the company reports about take-back procedures and recycling programmes to reduce the potential risks of products entering the environment or does the company report about product features or services that will promote responsible and environmentally preferable use?

	Take-back and Recycling Initiatives
	Does the company reports about take-back procedures and recycling programs to reduce the potential risks of products entering the environment?

	Product Environmental Responsible Use
	Does the company report about product features and applications or services that will promote responsible, efficient, cost-effective and environmentally preferable use?

	GMO Products
	Does the company produce or distribute genetically modified organisms (GMO) or seeds?

	Agrochemical Products
	Does the company produce or distribute agrochemicals like pesticides, fungicides or herbicides?

	Agrochemical 5 % Revenue
	Are the revenues generated by the company from agrochemicals like pesticides, fungicides, or herbicides 5% or more of company sales?

	Animal Testing
	Is the company directly or indirectly involved in animal testing?

	Animal Testing Cosmetics
	Is the company directly or indirectly involved in animal testing for cosmetics?

	Animal Testing Reduction
	Has the company established a program or an initiative to reduce, phase out or substitute for animal testing?

	Renewable/Clean Energy Products
	Does the company develop products or technologies for use in the clean, renewable energy (such as wind, solar, hydro and geo-thermal and biomass power)?

	Water Technologies
	Does the company develop products or technologies that are used for water treatment, purification or that improve water use efficiency?

	Sustainable Building Products
	Does the company develop products and services that improve the energy efficiency of buildings?

	Real Estate Sustainability Certifications
	Does the company claim to lease, rent or market buildings that are certified by BREEAM, LEED or any other nationally recognized real estate certification?





Table C.3. Robustness results using the Refinitiv Eikon ESG

	Variable
	
	Environmental performance
	Environmental innovation

	
	
	

	Independent variables

	FIOs
	38.021
(6.904)
[0.000]
	7.302
(8.893)
[0.412]

	DIOs
	45.127 
(7.881)
[0.000]
	13.613 
(10.144)
[0.180]

	Control variables
	
	

	Firm size
	3.603 
(2.100)
[0.087]
	0.269 
(2.703)
[0.921]

	Profitability
	-0.010 
(0.079)
[0.903]
	-0.165
(0.101)
[0.106]

	Organizational slack
	-0.908 
(0.784)
[0.243]
	1.204
(1.009)
[0.233]

	Internationalization in developed countries
	7.766
(23.38)
[0.740]
	5.225
(30.09)
[0.862]

	Board tenure
	1.161
(0.340)
[0.000]
	0.101
(0.438)
[0.153]

	Home country rule of law
	6.323
(4.409)
[0.152]
	5.950
(5.675)
[0.295]

	Home country market size
	-0.132
(0.581)
[0.820]
	-1.868
(0.748)
[0.013]

	Home country innovation capability
	0.381
(0.121)
[0.002]
	0.233
(0.155)
[0.135]

	
	
	

	Notes: N = 1,200. Values are standardized coefficients. Standard errors in parentheses. p-values in brackets. All models include a constant. 
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