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Abstract
The COVID-19 pandemic has led to economic and health crises (‘‘twin crises’’)

worldwide. Using a sample of firms from 73 countries over the period January

to December 2020, we examine stock price reactions of multinational
corporations (MNCs) and purely domestic companies (DCs) to the crisis. We

find that, on average, MNCs suffer a significantly larger decline in firm value

relative to DCs during the stock market crisis caused by the pandemic with
notable heterogeneity in this underperformance across both industry and

region. The evidence of MNC underperformance is robust to using abnormal

returns, an alternative crisis window, a matched sample that accounts for
differences in characteristics between MNCs and DCs, alternative model

specifications, and alternative proxies for multinationality. Further analysis on

the effect of government responses on the valuation gap suggests that
stringent government responses exacerbate MNCs’ underperformance. Finally,

we show that a stronger financial system mitigates negative crisis returns,

especially under stringent government responses, while real factors, such as the

firm’s supply chain, investments in human capital, research and development,
exacerbate negative crisis returns. Our findings have important implications for

managers of MNCs and government policymakers alike and contribute to

studies on the international diversification–performance relation by
demonstrating a dark side of globalization during a tail-risk event.
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INTRODUCTION
The COVID-19 (or coronavirus) pandemic, which began in Wuhan,
China, at the end of 2019, has impacted virtually every company
on the planet. The effect has differed markedly, however, across
firms. Firms with operations in multiple countries and those with
international supply chains have been especially vulnerable (Ding,
Levine, Lin, & Xie, 2021; Verbeke, 2020) to the devastating effects
of the pandemic. This seeming internationalization ‘‘discount’’ is in
stark contrast to what extant literature has taught us about the
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benefits of internationalization during times of
crisis, which is that multinational corporations
(henceforth MNCs) should weather the storm bet-
ter than domestic-only firms (henceforth, DCs), not
worse.1 This paper provides an empirical investiga-
tion into the dark side of globalization based on
theories of firms that operate across national
boundaries, with a focus on multinational corpo-
rate diversification. In particular, we identify coun-
try factors that can drive internationalization of the
firm to be, on balance, a liability. Understanding
the many reasons behind the differential impacts of
COVID-19 on MNCs is instructive, as managers
think about the global footprint of their firms in
new ways.

Among the various cross-country differences that
affect how the coronavirus impacts firms are
industry characteristics, the levels of economic
and financial country development, and govern-
ment responses to the pandemic.

First, the global pandemic has affected firms
differentially based on their industry. The coron-
avirus has negatively impacted a broad swath of
international economic and trade activities: from
services, generally, to specific industries, such as
tourism and hospitality, medical supplies, and
other sectors with global value chains, such as
consumer electronics, financial markets, energy,
transportation, food, and a range of social activi-
ties, all of which were severely damaged (Jackson,
2020). Conversely, the pandemic’s onset affected
other industries less negatively and, in some cases,
even positively. Examples include technology,
healthcare, and firms that benefit when people stay
home, such as food delivery services, online enter-
tainment, and online retail, all of which performed
well financially during the crisis and recovery
periods. The breadth of the global impact, however,
has been enormous, especially during the first wave
(through April 2020 for most countries), which
brought lockdowns almost everywhere. Countries
that opted to lockdown were numerous and
included even the informal economies in low-
income countries that are dependent on supply
chains involving, in particular, China.2

Second, the level of development of nations
provides valuable information on both government
policy efficacy and how severely the twin crises,
economic and healthcare, have ravaged national
well-being. Concerns about developing countries
are growing, given their limited fiscal capacities and
less developed financial markets, healthcare sys-
tems, and digital infrastructures. The fiscal slack for

these countries shrank significantly due to large
revenue shortfalls from the pandemic shocks to
their economies and to huge expenditures in
response to the health and economic crises. Many
countries, particularly in Africa, face a looming
debt crisis resulting from a large decline in their
debt servicing capacity. The importance of debt
sustainability is highlighted by the fact that it was
at the center of the G20 Summit agenda (Rome,
October 2021), and various global measures were
discussed, including delay in repayments and
attempts to come up with a common platform for
the resolution of debt distress.3

Finally, the stringency and efficiency of a coun-
try’s response to the virus affects how severely its
economy is impacted (Gormsen & Koijen, 2020).
Nations such as China that shut down firm oper-
ations and imposed strict quarantines on citizens in
hopes of keeping the virus at bay, saw their
economies contract sharply, but subsequently
rebound almost fully. Indeed, by year-end 2020,
China’s economy had rebounded to a level 2.3%
larger than year-end 2019 (Yao & Crossley, 2021).
Many other countries, most dramatically Sweden,
took a very different and less severe approach, only
to see the virus surge and ultimately cause pro-
longed economic damage. The post-pandemic eco-
nomic evolution is also impacting firms
differentially, based at least partly on government
policy responses. Countries that developed and/or
adopted vaccines approved at the end of 2020, such
as Israel, Britain, and the U.S., moved into faster
recovery than other developed countries, such as
European Union members, Canada, and Japan, as
well as almost all developing countries.
Against this backdrop, our paper analyzes how

the pandemic has impacted the stock returns of
firms in 73 countries. We focus on the differences
between MNCs and purely DCs. In addition, we
assess the role of government responses in influ-
encing the differential impact of the crisis on MNCs
and DCs, and explore how country-level real and
financial factors influence the performance effects
of the crisis. In doing so, our study offers an
opportunity to revisit a central research question in
the international business and finance literature,
namely, the relation between the degree of multi-
nationality and firm value. As we outline in our
theoretical framework, the literature provides argu-
ments consistent with multinationality having
both costs (agency and information problems,
coordination costs) and benefits (diversification,
flexibility). This trade-off between costs and
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benefits suggests that internationalization can have
net positive or net negative effects on firm value,
depending on economic circumstances. In particu-
lar, the trade-off can be altered due to major shocks
to MNCs and DCs. We reexamine this premise in a
cross-country setting using the exogenous shock of
the coronavirus pandemic, which had a pervasive
impact on firms with international exposure (Ver-
beke, 2020). We argue that COVID-19 may have
shifted the balance of multinationality’s costs ver-
sus benefits toward the dark side during the crisis.

We use global daily stock market data to evaluate
the impact of the pandemic on the performance of
MNCs and DCs. Although the devastating effects
will continue to impact growth and employment
levels for many years (Barrero, Bloom, & Davis,
2020), we focus on stock returns here, because stock
markets are forward looking and forecast both near-
term and long-term corporate earnings (Landier &
Thesmar, 2020). As such, stock returns are the
market’s best estimates of what the ‘‘permanent’’
impact of the pandemic will be on corporate
health.4 For this reason, we examine the differen-
tial effect of the pandemic on MNCs and DCs by
looking at the initial and intermediate-term pan-
demic shocks to the stock markets.

An international setting is especially valuable for
analyzing the impact of COVID-19 on firms and
financial markets because of the staggered intro-
duction of the virus across countries (Ding, Fan, &
Lin, 2022), and the differing responses by affected
governments around the globe (Megginson &
Fotak, 2021). We start by examining the stock price
performance of firms before, during, and after the
initial pandemic-induced stock market drop in
each country. Reflecting the staggered arrival of
the virus across countries, we observe heterogeneity
in the start and end dates of the pandemic-induced
stock market crashes. This suggests that using a
one-size-fits-all ‘‘crisis period’’ to study stock market
reactions to the pandemic is inappropriate. Indeed,
this staggered crisis window allows for an interna-
tionalization benefit, consistent with our tradi-
tional view, which is that MNCs could
theoretically shift their operations to avoid areas
hit hardest by the pandemic in a given period of
time. Highlighting the importance of this
approach, we find heterogeneity in both the dura-
tion and the extent of the stock market declines. As
a robustness check, we use a common crisis period
for all sample countries and find very similar
results.

To compare the stock market reactions of MNCs
and DCs, we use a sample of firms from 73
countries over the period January to December
2020. In multivariate regressions that control for
country fixed effects and several pre-2020 firm-
specific characteristics (size, profitability, leverage,
asset tangibility, asset risk, stock liquidity, and pre-
crisis returns), we find significantly worse stock
return (raw and abnormal) performance of MNCs
during the initial crash period. Importantly for our
purposes, we do not find robust evidence that
MNCs exhibited significantly different perfor-
mance levels than DCs in the months leading up
to the crisis, suggesting that this underperformance
is not due to a trend going into the pandemic.
Moreover, the relative underperformance of MNCs
is economically meaningful: MNCs exhibit about
1.7% lower returns (both raw and abnormal) during
the crisis period.
In the post-crisis period, we find that, on average,

MNCs perform better than DCs, but this finding is
sensitive to model specification. Further analysis of
cumulative stock market returns over the full
sample period appear to suggest that MNCs do
not fully recover from their crisis-period underper-
formance by the end of our sample term (December
2020). Our core findings are robust to using alter-
native proxies for internationalization, to using
daily returns, to including various fixed effects, and
to using a matching technique to account for
differences in characteristics between MNCs and
DCs. Overall, these results suggest that internation-
alization can have a dark side during a tail-risk
event, such as a pandemic.
We next examine whether the differential crisis-

period effects of COVID-19 on MNC and DC stock
returns vary across industries and geography.
Although the magnitude of the performance gap
varies along both of these dimensions, MNC
performance tends to be more adversely affected
by the pandemic than that of DCs. At the industry
level, MNCs significantly underperform in Dur-
ables, Manufacturing, Other, and Oil & Gas. Con-
versely, MNCs significantly outperform their
domestic counterparts in Healthcare/Drugs. Analy-
ses on specific industries provide evidence that the
Hospitality industry was hit particularly hard and
that the benefits seen in the Healthcare/Drugs
industry stem from pharmaceutical firms, i.e., drug
makers. With regard to differences across regions,
MNCs underperform during the crisis period in East
Asia & the Pacific, Europe & Central Asia, South
Asia, and Sub-Saharan Africa. Conversely, MNCs
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outperform DCs in North America. At the country
level, MNCs underperform relative to DCs during
the crisis period in all of the countries we examine
(i.e., China, the U.K., Sweden, Italy, and Singapore)
except for the U.S., where they outperform their
domestic-only peers.

To further our understanding of the heteroge-
neous stock price reactions of MNCs across regions
and countries, we explore whether the performance
gap is driven by important cross-country differ-
ences in the strength of a country’s response to the
pandemic. We find that the crisis-period valuation
gap between MNCs and DCs is generally increasing
in the strength of government responses to the
pandemic. Responses associated with the greatest
MNC underperformance are school closings, work-
place closings, restrictions on gatherings, restric-
tions on international travel, public information
campaigns, and contact tracing. We also find that
the strength of government responses affects the
performance of MNCs and DCs during the post-
crisis recovery period. More specifically, we find
that responses, such as international travel con-
trols, contribute to the performance gap during the
post-crisis recovery period, while others, such as
income-support programs, reduce the MNC perfor-
mance gap.

We next build on Gande, Schenzler, and Senbet
(2009) to examine how real and financial factors
moderate the performance effects of the crisis, and
how their effects are shaped by the stringency of
government responses. Our findings are in direct
contrast to the impacts of traditional crises, which
typically stem from the weakness of financial
systems, and for which the real effects of a globally
diverse footprint provide a benefit. Indeed, our
findings suggest the opposite in the course of this
pandemic-borne crisis. Real factors, such as
exported goods or supply chain materials, and
investments in human capital, R&D, and physical
capital exacerbate the crisis-period performance
gap between MNCs and DCs. The strength of
various financial proxies, such as capital market
depth, foreign ownership, the lack of state owner-
ship disruptions, and diversity of credit sources,
which can provide capital and ensure liquidity
when governments necessarily shut down opera-
tions, are positive drivers of MNC performance
through the COVID-19 crisis.

Finally, we examine whether the impacts found
for the real and financial effects differ for firms in
countries with bifurcated data based on median
government response to the pandemic. While some

real factors are less important than others, the
impacts of most real factors in the high stringency
subsample are consistent with the impacts found in
the full sample. Importantly, the results also show
that the positive impact of the financial factors
found in the whole sample analysis is driven by the
subsample with a strict government response,
where real factors became liabilities for MNCs. This
suggests that capital comes to the rescue when real
aspects of a firm become a liability. This is some-
what intuitive based on what we know about how
businesses struggled during government-imposed
lockdowns. This result makes clear the importance
of the financial dimension to MNCs when navigat-
ing multiple country responses to the pandemic
and is in stark contrast to the role the financial
world plays in many historical crises.
Our paper contributes to a new and growing

literature on the coronavirus and its impact on
firms using stock market data (Ashraf, 2020; Bae, El
Ghoul, Gong, & Guedhami, 2021; Baker, Bloom,
Davis, & Terry, 2020; Ding et al., 2021; Duan, El
Ghoul, Guedhami, Li, & Li, 2021; Fahlenbrach,
Rageth, & Stulz, 2021; Harjoto, Rossi, Lee, & Sergi,
2021; Narayan, Phan, & Liu, 2021; Ramelli &
Wagner, 2020; Shen, Fu, Pan, Yu, & Chen, 2020).
We extend these studies by providing evidence on
the differential effects of the pandemic on the stock
returns of MNCs and DCs. In this regard, our paper
is specifically related to Ramelli and Wagner (2020).
Using a sample of North American firms, Ramelli
and Wagner (2020) find that firms, whose supply
chains are in affected areas (e.g., China), are more
likely to be negatively affected, especially during
the early pandemic period. We differ from these
studies by taking a global approach and analyzing a
large sample of 73 countries, with varying eco-
nomic, institutional, and political environments as
well as government responses to the pandemic.
Importantly, while Ramelli and Wagner (2020)
capture a narrow globalization dimension using
exposure to just China, we perform a cross-country
analysis based on a broader sample of 73 countries
and employ different proxies for multinationality
grounded in prior research.
Our paper also contributes to the robust literature

on the costs and benefits of internationalization.
Prior studies document positive valuation effects of
internationalization (Errunza & Senbet, 1981, 1984;
Gande et al., 2009; Li, Qiu, & Wan, 2011; Mansi &
Reeb, 2002; Mihov & Naranjo, 2019). Focusing on
the 2008–2009 financial crisis, Chang, Kogut, and
Yang (2016) and Mihov and Naranjo (2019) find
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that the benefits of internationalization increased
during the 2008 financial crisis. In contrast, we find
evidence of a global diversification discount in
valuation during the COVID-19 crisis. This surpris-
ing result suggests that globalization can have a
dark side during tail-risk events. Grounded in the
work of Gande et al. (2009), our additional analyses
on the roles of country-level real and financial
factors as well as their interactions with the strin-
gency of government responses provide new
insights into the determinants of the global diver-
sification discount that we document.

A NOVEL TWIN CRISIS

Background
COVID-19, a virus new to human beings, emerged
in Wuhan, China, in December of 2019 and quickly
spread to the point where China was forced to shut
down its economy to contain the spread. Despite
these efforts, the virus rapidly spread to Thailand,
South Korea, and Japan. The World Health Orga-
nization (WHO) deemed it a world health emer-
gency only 1 month after its first known infection
in January 2020. In the next 2 months, the virus
would continue its rapid spread to impact more
than 190 countries, resulting in the WHO declaring
it a pandemic on March 11. To date, it is difficult to
overstate the magnitude and severity of the pan-
demic’s impact. It has been both a health and
economic crisis of epic proportions.

The general response of governments facing this
pandemic has been to limit unnecessary travel,
shut down educational institutions, restrict access
to workplaces and, in many cases, compel citizens
to shelter in place, causing dramatic contractions to
their economies. Making matters worse, businesses
and governments were generally unprepared. The
tools that governments traditionally use to ‘‘fix’’
economic crises offered only limited remedies
because this crisis was not born from financial or
monetary system weaknesses, as is typical, but
rather from a health crisis. This limited the guid-
ance found in most academic literature surround-
ing ‘‘twin crises’’ because the vast majority of extant
studies examine how macroeconomic factors affect
a different set of twin troubles: banking and
currency crises (Glick & Hutchison, 2001; Kamin-
sky & Reinhart, 1999).

While there is research on the health effects (in
most cases, mental health) of economic crises
(Karanikolos, Mladovsky, Cylus, Thomson, Basu,

Stuckler, Mackenbach, & McKee, 2013), it is mostly
lacking in the case of simultaneous economic and
health crises. This lack of research attention is
understandable, because we have not seen a pan-
demic this serious since the Spanish Flu pandemic
during and after World War I.5 Considering both
the severity of these twin crises and the dearth of
research on pandemic-induced economic crashes,
the need for research on various aspects of how
these conjoined crises impact firms, investors,
global markets, and the world economy is imper-
ative as both government and business leaders
struggle to stave off crises of Depression-era
proportions.

Related Research on the Effects of the Pandemic
A growing body of research focuses on evaluating
and understanding the effects of the pandemic on
stock market performance. Reflecting the unprece-
dented nature of this event, Baker et al. (2020) find
that COVID-19 had a far greater impact on the U.S.
stock market than any other pandemic or disease-
related event in the past 120 years. From 1900 until
2019, there were 1100 daily stock price movements
(up or down) that exceeded 2.5%; from February 24
to April 20, 2020 alone, there were two dozen.
Using high-frequency data for 53 emerging and 23
developed countries from January 14 to August 20,
2020, Harjoto et al. (2021) document significant
negative stock market reaction to COVID-19 cases
and deaths. However, such effects differ across
emerging and developed countries, as well as
during rising infection and stabilizing spread
periods.
Related studies find that the COVID-19 crisis has

sharply differing impacts on corporations based on
the degree of their pre-pandemic financial flexibil-
ity, leverage, cash holdings, and institutional own-
ership. Using a sample of U.S. firms, Ramelli and
Wagner (2020) examine the cross section of stock
price reactions to COVID-19. They find that expo-
sure to China resulted in lower stock returns during
the early pandemic period (January 2 to February
21), but the effect is insignificant, or even positive,
during the crisis (February 24 to March 20). The
authors also find that firms with high leverage and
low cash holdings perform poorly during the crisis
period. Fahlenbrach et al. (2021) show that firms
with high financial flexibility (Hadlock & Pierce,
2010; Kaplan & Zingales, 1997; Whited & Wu,
2006) and liquidity (Huang & Ritter, 2022) suffer
significantly lower stock price declines than more
financially constrained firms.
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Glossner, Matos, Ramelli, and Wagner (2021)
find that U.S. stocks with higher institutional
ownership, especially active and short-term own-
ers, are more likely to collapse during the stock
market crash period. They also find that this
underperformance is driven by a ‘‘flight to quality’’
by active institutional investors who rebalance
their equity portfolios towards more financially
resilient firms. Acharya and Steffen (2020) docu-
ment a ‘‘dash for cash,’’ where all firms draw down
bank credit lines and build up cash reserves for fear
of becoming a ‘‘fallen angel’’ by being cut off from
external financing by creditors and investors.
Halling, Yu, and Zechner (2020) show that bond
issuance increases sharply both from firms with
debt rated A or higher and those rated BBB or lower.
The issuance volume accelerates following the
federal government’s fiscal and monetary policy
interventions of March–May 2020.

Using a cross-country setting, Ding et al. (2021)
examine the role of pre-pandemic corporate char-
acteristics in explaining cross-firm stock price reac-
tions to COVID-19. They find that the pandemic-
induced drop in stock returns is less pronounced
among firms with stronger pre-2020 finances, less
exposure to COVID-19 through international sup-
ply chains and customer locations, stronger CSR
engagement, and less opportunistic management.
Using the context of China and a real option
framework, Shen et al. (2020) find that the adverse
impact of the COVID-19 pandemic on firm perfor-
mance is more pronounced among firms with
smaller investment scale and sales revenue. Relat-
edly, Gu, Ying, Zhang, and Tao (2020) find that
private and smaller firms exhibit larger losses
compared to state-owned and larger firms,
respectively.

Focusing on the worldwide banking sector,
Demirgüç-Kunt, Pedraza, and Ruiz Ortega (2021)
find that bank stocks underperform their domestic
markets and other non-bank financial firms during
the crisis period. This is consistent with banks
playing a countercyclical lending role to support
the real sector. The authors also show that response
measures implemented by government authorities,
such as liquidity support, borrower assistance, and
monetary easing, generally moderate the adverse
stock market consequences of the crisis. Acharya,
Engle, and Steffen (2021) shed additional light on
the causes of the crash of bank stock returns during
the COVID-19 pandemic in the U.S. They show
that the rush to draw down committed lines of
credit is a key reason that bank stocks seriously

underperformed throughout 2020, and continued
to lag the overall market in early 2021. Duan et al.
(2021) study the effect of the pandemic on bank
systemic risk in an international setting. They show
that the pandemic increases systemic risk across
countries, with the effect being moderated by
formal bank regulation and safety net (e.g., deposit
insurance), ownership structure (e.g., foreign and
government ownership), and informal institutions
(e.g., culture and trust).
While the studies above contribute new insights

into the impact of the pandemic on stock prices,
little has been documented about how stock mar-
kets priced multinationality during the pandemic
crisis, or the differential stock price impact of the
pandemic on MNCs relative to their domestic
counterparts. In particular, what does the pan-
demic teach us about the costs and benefits of
globalization suggested in existing finance and
international business theories? Is there a dark side
awakened by COVID-19? What country-level fac-
tors amplify or mitigate this effect? We attempt to
answer these questions in this paper. Specifically,
we evaluate the stock price reactions of firms to the
pandemic crisis based on their degree of interna-
tional involvement. We investigate potential
heterogeneous effects across industries and geogra-
phy. We also examine whether and how govern-
ment responses to the pandemic and country-level
real and financial factors influence the value of
multinationality.

THEORETICAL BASES FOR THE VALUE OF
MULTINATIONALITY: FINANCE AND

INTERNATIONAL BUSINESS PERSPECTIVE
The impact of multinationality on firm value is a
longstanding question in the international busi-
ness and finance literature. Early research on the
value of an MNC relative to a DC suggests that the
value of a multinational should exceed that of an
otherwise comparable domestic company (Agmon
& Lessard, 1977; Errunza & Senbet, 1981, 1984;
Rugman, 1979; Senbet, 1979). Gande et al. (2009)
explain that the internationalization of a firm, as in
the case of MNCs, adds value based on both
financial and real aspects of the cross-country scope
of the firm. The financial aspect is represented in
the imperfect global capital markets theory (Errunza &
Senbet, 1981, 1984), where MNCs ‘‘complete the
markets’’ by providing investor access to countries
with investor restrictions. The real aspect is repre-
sented in the internalization theory (Caves, 1971;
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Coase, 1937; Dunning, 1973), where MNCs are able
to internalize some markets for their intangible
assets (e.g., production technology, employees’
skills, managerial know-how, intellectual property,
brand value) to increase their market values.6

The existence of imperfections in the product
and factor markets per se is not sufficient to
rationalize internationalization (e.g., through
direct foreign investment), but these imperfections
may accord systematic and special advantages to
MNCs over purely DCs. If such advantages exist,
they will manifest themselves in the market value
of the MNC. As Errunza and Senbet (1981) posit,
the current market value of the MNC can be
decomposed into value associated with (a) currently
held assets and (b) options for future investments,
including options for international involvement
through discretionary investments. Such invest-
ments accord real options to MNCs and are consis-
tent with the internationalization theory associated
with intangibles (e.g., R&D, advertising). They may
also be valued in a real options valuation frame-
work as formalized by Errunza and Senbet (1981).

Counterbalancing these theories is themanagerial
objectives theory, which suggests that the conflicts of
interest that exist between managers and share-
holders become larger as the scope of the firm
increases (Berger, El Ghoul, Guedhami, & Roman,
2017). Additionally, early research on the industrial
diversification discount theory – as in a conglomerate
– suggests that diversification across industries
results in value destruction (Berger & Ofek, 1995;
Lang & Stulz, 1994). As with the internalization
theory, these theories may be considered real rather
than financial. However, the former has a positive
valuation effect (see Gande et al., 2009).

We note that these theories are not mutually
exclusive. They signify important trade-offs in
globalization that depend on a variety of charac-
teristics that vary across time (Denis, Denis, & Yost,
2002). These theories imply that there are ‘‘bright’’
and ‘‘dark’’ sides of globalization that can be
counterbalanced. On the positive side are the
indirect investor diversification effects of globaliza-
tion through MNCs in the face of incomplete/
imperfect markets (financial effect), and the effect
embedded in international theory (real). On the
negative side are broad governance issues from
reduced coordination and distorted managerial
incentives for undertaking value-destructive inter-
national acquisitions (empire building), as well as
the increased difficulties of coordinating sub-
sidiaries and vast supply chains.

In this paper, we focus on the value of interna-
tionalization during a global crisis period, such as a
pandemic. Given the implications of the foregoing
theories, the overall impact of the firm’s interna-
tional scope on its value is based on the aggregate
impact of all of the theories, whether they reside in
the real or financial influences on a firm. We argue
that global shocks, such as COVID-19, may alter the
trade-off between the bright and dark sides of
globalization, though perhaps only temporarily. As
a result, internationalization can have net-negative
or net-positive effects on firm value. It is possible
that the pandemic erased the international diver-
sification benefits when access to imperfect markets
– primarily for real assets – was effectively shut
down. This negative shock to the global trade of
real assets, which is essentially unprecedented in
the post-World War II era, revealed a heretofore
undocumented vulnerability of globally diverse
firms that financial crises, such as a banking crisis,
had never exposed. Such a negative shock to MNCs’
supply chains could transform global diversifica-
tion benefits into liabilities, effectively changing
everything we think we know about decisions
involving internationalization of a firm. Put differ-
ently, it is possible that the pandemic represents a
tail event, where the positive impacts of interna-
tionalization are overwhelmed by the negative
impacts of the pandemic-born (global) crisis. Con-
sistent with this notion, Ramelli and Wagner
(2020) find that exposure to China negatively
impacted the stock returns of U.S. firms during
the pandemic, which suggests that MNCs’ global
expansion can, in certain cases, be a liability. Thus,
the dark side of globalization is hypothesized
through the MNC differential negative returns as
follows:

Hypothesis 1a Crisis returns for MNCs are
significantly more negative than those for DCs.

Alternatively, it is possible that the pandemic
amplifies the investor diversification benefits of
MNCs due to the staggered waves of the pandemic.
In addition, MNCs’ privileged access to low-cost
inputs from diverse supply chains and flexible
production capacity from subsidiaries in various
countries around the world could be more valuable
during crisis periods as the peaks and troughs of
COVID cases differ across various countries in an
MNC’s footprint. Conversely, DCs do not have the
same ability to shift inputs or production geo-
graphically. This staggered COVID intensity may
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allow some firms to shift production from hot spots
to areas that are seeing relatively few cases, making
any negative impacts of the pandemic less severe
for MNCs than DCs. An example of this can be seen
in AB InBev, one of the largest MNCs in the world.
It ramped up production in Europe shortly after
many of its countries opened outdoor dining.
Through data analysis and forecasting, they sought
to make production and sales decisions based on
the path of the pandemic progression. The result,
according to the company, is that the AB InBev
brands are performing better than they did in
2019.7 Thus, the positive side of globalization is
hypothesized through the MNC differential posi-
tive returns as follows:

Hypothesis 1b: Crisis returns for MNCs are
significantly more positive than those for DCs.

From a financial perspective, international port-
folio theory suggests that the benefits of interna-
tionalization may disappear, for example, during a
health/financial crisis that reaches virtually every
country in the world, due to an increase in return
correlations across countries during difficult times
(e.g., Ang & Bekaert, 2002; Campbell, Koedijk, &
Kofman, 2002; Erb, Harvey, & Viskanta, 1994; King
& Wadhwani, 1990; Longin & Solnik, 2001). As a
result, total firm risk should return to the level of a
purely domestic firm that does not diversify away at
least some firm-specific risk. This suggests that the
pandemic-induced drop in MNC value, controlling
for firm size, should be in line with that of its purely
domestic counterparts. Stated formally, our basic
hypothesis is:

Hypothesis 1c: Crisis returns for MNCs are
insignificantly different than those for DCs.

In addition to the average effect of the crisis on
MNC performance, we examine potential heteroge-
neous effects across industries and geography. Shen
et al. (2020) show that the adverse effect of the
pandemic on firm performance in China is more
pronounced in high-impact industries (e.g., tour-
ism, accommodation, transportation, real estate,
construction, and export manufacturing) and
highly affected regions (e.g., Hubei, Hunan, Bei-
jing). We argue that the impact of the pandemic on
the trade-off between the bright and dark sides of
globalization is heterogenous across industries and
geography. Industries differ in terms of their
reliance on and access to real and financial factors,
as well as susceptibility to demand shocks –

resulting from higher unemployment and reduced
income – and labor supply shocks from social
distancing measures (e.g., Brinca, Duarte, & Faria-
e-Castro, 2021; del Rio-Chanona, Mealy, Pichler,
Lafond, & Farmer, 2020). Consistent with this view,
a wealth of evidence suggests that the onset of the
COVID-19 crisis has disproportionately affected
some industries over others. For example, the travel
tourism industry (e.g., air transportation, cruise
lines, hotels), entertainment and restaurants, and
industries with global value chains are proven to be
more vulnerable to the crisis-induced restrictions
globally, as evidenced by their deteriorating perfor-
mance (e.g., Shen et al., 2020) and depletion of
cash reserves (e.g., De Vito & Gomez, 2020).8 Other
industries (e.g., technology, medical providers,
online entertainment, online retail) showed better
resilience and performance during the pandemic
crisis, benefiting from increased demand for their
products and services, reduced exposure to labor
supply shocks due to telecommuting capabilities,
and less reliance on global supply chains (i.e.,
global trade of real assets).
In the case of geographic heterogeneity in the

disparate impact of COVID on MNCs, country-level
differences in their degree of financial develop-
ment, as well as corporate governance, may be
pivotal.9 Gande et al. (2009), for example, docu-
ment that the valuation effects of multinationality
through indirect portfolio diversification decline if
the countries into which the MNC diversifies have
lower-quality corporate governance. The decline is
both for the real and financial effects of multina-
tionality. Alternatively, the variation in financial
development may help explain the differential
valuation effect of the MNC through better access
to these markets for investors rather than using the
MNC as a vehicle for portfolio global diversifica-
tion. Considering the discussion on both industry
and geography heterogeneity above, our second
prediction is:

Hypothesis 2: The differential stock price
impact of the pandemic on MNCs, relative to
DCs, exhibits industrial and regional hetero-
geneity (i.e., differs across industries and regions).

The pandemic has triggered unprecedented gov-
ernment responses around the world, including
measures related to closure, containment, and
health (e.g., lockdowns, stay-at-home orders, social
distancing, vaccines), as well as economic support
policies. Moreover, each response may vary in its
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strength and permanency (Hale, Angrist, Gold-
szmidt, Kira, Petherick, Phillips, & Tatlow, 2021).
Prior research shows that national differences in
economic, financial, political, and cultural institu-
tions affected the significance of the pandemic and
disparities of government responses (e.g., Chen,
Peng, Rieger, & Wang, 2021; Dheer, Egri, &
Treviño, 2021). Some of the containment measures
were aimed at addressing the spread of the virus,
but they also caused adverse economic effects on
households due to loss of income and/or businesses
due to reduced demand for their products and
services, as well as labor supply shocks. In addition,
economic support measures, which include house-
hold direct income support, debt relief, and/or
fiscal stimulus, vary substantially across countries
(Hale et al., 2021), reflecting differential access to
resources. Given that these response measures can
have implications for the duration of the crisis in
some countries more than others, they are likely to
disproportionately impact MNCs due to responses
by multiple governments and jurisdictions. Collec-
tively, this can be difficult, if not impossible, to
navigate successfully. As an illustration, we refer to
the new Omicron variant surge at the end of 2021,
which resulted in thousands of flights being
canceled worldwide. This is mainly due to renewed
international travel restrictions as well as staffing
shortages (flight crew and operations personnel)
caused by stricter testing policies and quarantine
requirements. Carsten Spohr, CEO and chairman of
Deutsche Lufthansa AG, for example, announced
the cancellation of 10% of the group’s total flights
over the period mid-January to February 2022.

Prior research on the performance implications
of government response policies finds mixed evi-
dence. Ding et al. (2021) document a positive stock
market reaction to government containment and
closure policies, as well as government stimulus. In
contrast, Ashraf (2020) and Aharon and Siev (2021)
find that strict government responses, particularly
social distancing measures, are associated with
negative market returns, which they attribute to
anticipated negative effects on the economy. These
authors document generally positive market reac-
tions to economic interventions. In the context of
the banking sector, Duan et al. (2021) show that
strict government response is a channel through
which the pandemic increased systemic risk across
countries. However, they do not find that eco-
nomic measures affect systemic risk. Taken collec-
tively, prior research implies that the impact of
government interventions on stock returns

depends on the type of intervention. Based on this
discussion, we posit that the strength of govern-
ment responses can alter the trade-off between the
bright and dark sides of globalization, leading to
our third prediction:

Hypothesis 3: The differential stock price
impact of the pandemic on MNCs relative to DCs
is influenced by the stringency and type of gov-
ernment responses.

DATA AND METHODOLOGY

Stock Price Information
Our stock price data come from Compustat Global
Daily. We collected firm-level stock prices from
January 1 to December 31, 2020, and categorized
the dates into pre-crisis, crisis, and post-crisis
periods. In keeping with the stock price crash risk
literature, originated by Hutton, Marcus, and
Tehranian (2009), we define the start of the crisis
period as the first day of five consecutive trading
days with crash returns, where crash return refers to
a return that is below 3.09 times the standard
deviation of the mean daily returns from November
1 to December 31, 2019. We use the equally
weighted average daily return of all firms within a
country from day t - 7 to day t to compare daily
returns in our sample period with crash returns. We
define the end of the crisis as the date when the
lowest cumulative return since the beginning of the
crisis was reached. We calculate the cumulative
returns for each period to include in our multivari-
ate analyses. The advantage of this approach is that
we can account for the staggered introduction of
the virus across countries, and hence heterogeneity
in crisis onset and duration, which allows for the
positive net effect of internationalization. Never-
theless, for thoroughness, we also re-run our main
analysis using a common crisis period for all sample
countries.

Firm Internationalization
Following prior research (Gande et al., 2009; He &
Ng, 1998; Jorion, 1990; Li et al., 2011), we capture
firm internationalization with a dummy variable,
‘‘MNC’’, that equals ‘‘1’’ if the fraction of firm’s
foreign sales divided by its total sales is greater than
10%, and ‘‘0’’ otherwise. We obtain foreign sales
data from the Compustat Segments database. As a
robustness check, we also define ‘‘MNC’’ using a

Journal of International Business Studies

The dark side of globalization Omrane Guedhami et al.

1611



continuous measure, namely the ratio of foreign
sales to total sales.10

Control Variables
To isolate the stock market performance of MNCs
around the pandemic period, we include tradi-
tional control variables to account for factors that
impact firm-level returns. These variables, which
are found in all regression models, include firm size
(Ln(Assets)), proxied by the natural logarithm of
total assets, profitability (ROA), measured as the
operating income scaled by total assets, leverage
(Leverage), measured as the ratio of long-term debt
to total assets, asset tangibility (Asset Tangibility),
measured as the ratio of property, plant, and
equipment to total assets, asset risk (ROA Volatil-
ity), calculated as the standard deviation of ROA
over the past 5 years, stock liquidity (Illiquidity),
calculated as the absolute value of daily return-to-
volume ratio averaged over the fiscal year. In
addition, we control for pre-crisis returns in the
models examining the crisis and post-crisis returns.
‘‘Appendix A’’ defines all variables used in the
analyses.

Our baseline analysis utilizes these data to relate
firm performance before, during, and after the crisis
to the internationalization of the firms in our
sample, controlling for various firm-level charac-
teristics that impact stock market performance.
Formally stated, our baseline model is:

Ri;d ¼ aþ b1MNCi þ b2Xi þ ei;d ð1Þ

where Ri,d represents stock return, MNCi is our
proxy for the internationalization of the firm, and
Xi includes both firm-level characteristics and
country fixed effects. The generalized and robust-
ness analyses build on this basic model by altering
our proxies, interactions among the relevant
explanatory variables, empirical approach, and
examining how MNC underperformance varies
with both country-level factors and government
responses to the pandemic.

For our baseline analysis, we include country-
level fixed effects to control for within-country
heterogeneity. Since the sample used for our base
analysis contains only three observations – pre-
crisis, crisis, and post-crisis – for each firm, we
cannot include firm fixed effects. Even our firm-day
analysis does not allow for the inclusion of firm
fixed effects because foreign sales, the basis for our
internationalization variable, is based on an annual
figure that is time-invariant in our sample (i.e., we

do not have daily values). Firm fixed effects in this
setting would proxy for all firm characteristics,
including whether a firm is an MNC. As such, we
limit our fixed effects to country and day fixed
effects in the firm-day analysis. Moreover, our
analyses that examine country-level real and finan-
cial factors use regional fixed effects instead of
country fixed effects because the added country-
level factors are time-invariant in our sample. This
means that for our sample term, we have one value
for each factor for each country. In this case, using
country fixed effects would subsume these factors.
Notwithstanding these limitations, we provide
robustness analyses that add various fixed-effect
combinations to ensure the sustainability of our
core results.

Additional Country-Level Data
In an effort to take a deeper dive into factors that
either exacerbate or mitigate the disparate impact
of COVID-19 on MNCs relative to DCs, we expand
our model to include additional country-specific
factors that speak to both the existing infrastruc-
ture related to real and financial factors and the
diverse ways that countries responded to the
pandemic.
Our country-level real and financial factors come

from various sources, including the World Trade
Organization, Doing Business, ILOSTAT, National
Sources, the IMD World Competitiveness Year-
book, OECS Education at a Glance, UNESCO, the
OECD, and Euromonitor International. Regarding
real factors, our data highlight three categories of a
nation’s infrastructure surrounding real assets that
can affect firm performance: supply chain, human
capital, and investment in current (fixed assets) and
future (Research & Development) production.
Our country-level stringency data come from the

University of Oxford, which has recorded the
various governmental responses to COVID-19
around the world as the pandemic has spread
globally.11 Researchers there created the Oxford
COVID-19 Government Response Tracker
(OxCGRT), which measures government responses
in terms of policy and intervention. These quanti-
tative measures allow researchers to analyze the
impact of government responses to the pandemic
in terms of various outcomes. The data indicators
are measured in one of two ways: (1) ordinal, which
provides a level of response/policy relative to what
is possible, or (2) numeric, which is a specific
number, such as dollar value. Information collected
by OxCGRT has three main categories: (1)
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containment and closure, (2) economic response,
and (3) health systems.12 Examples of indicators
from containment and closure include school
closing, workplace closing, cancellation of public
events, restrictions on gathering size, closing of
public transport, stay-at-home requirements,
restrictions on internal movement, and restrictions
on international travel. Examples of indicators
from the economic response include income sup-
port, debt/contract relief for households, fiscal
measures, and giving international support. Exam-
ples of indicators from health systems include
public information campaigns, testing policy, con-
tact tracing, emergency investment in healthcare,
and investment in COVID-19 vaccines. The three
categories of government responses have both
health and economic outcomes, which feed into
our analysis of the pandemic impact on MNC
performance relative to the domestic counterpart.

Data Characteristics
Our global sample of firms spans 73 countries in
seven regions. Specifically, our sample comprises
East Asia & the Pacific, Europe & Central Asia, Latin
America & the Caribbean, Middle East & North
Africa, North America, South Asia, and Sub-Saharan
African regions.13 Table 1, Panel A, provides infor-
mation on the number of MNCs and DCs by
country within the seven regions, as well as their
aggregated asset values. There exists vast hetero-
geneity in both the number and size of MNCs as
well as DCs in our sample.

Table 1, Panel B, demonstrates the diversity of
our sample along multiple fronts. First, we observe
diversity in the timing of the crisis, which began in
Asia and quickly spread to Europe and North
America. Latin America & the Caribbean, and the
Middle East & North Africa, saw slightly delayed
onsets. Sub-Saharan African (SSA) countries saw a
further delay, although their economies were
impacted immediately as a result of spillover effects
from their global economic partners, particularly
the EU and China.

Likewise, there is variation in the average daily
returns during the crisis period, which begins with
the first day of the five consecutive trading days
with crash returns. As mentioned earlier, crash
returns are characterized as those below 3.09 times
the standard deviation of mean daily returns from
November 1 to December 31, 2019. Specifically, the
returns range from - 2.7% to - 1.2% for MNCs,
and from - 2.2% to - 0.4% for DCs. The difference
in means for MNCs and DCs is statistically

significant at the 1% level for six of the seven
regions, with the decline being greater for MNCs in
all but one of the regions (i.e., Middle East & North
Africa). The most extensive differences are seen in
South Asia and SSA. This may be attributable to
diversity in firm and industry characteristics across
regions. In particular, the dominant industries in
SSA are agriculture, mining, tourism and hospital-
ity, and commodities, which were impacted early
and hard, even if the virus itself was slow to arrive.

ANALYSIS OF THE IMPACT OF COVID-19
Our multivariate analysis provides results that are
consistent with those in our univariate analysis.
Specifically, the financial crisis induced by COVID-
19 impacts MNCs differently than DCs. Panel A
provides results using raw returns and Panel B
provides results using abnormal returns. Turning
first to Panel A of Table 2, Model 1 controls for firm
size, profitability, and leverage, and Model 2 builds
on Model 1 by further including asset tangibility,
asset risk, and stock liquidity. We find that, prior to
the COVID-induced crisis, MNC returns are
insignificantly different from those of DCs. When
we focus on the crisis period, however, MNC
returns become significantly worse than those of
DCs. Specifically, MNC returns are 1.8% lower than
those of DCs, when controlling for firm size,
profitability, and leverage (Model 3), and 1.7%
lower when we expand the control variables to
include asset tangibility, asset risk, stock liquidity,
and pre-crisis returns (Model 4). The post-crisis
results show that MNCs outperform DCs, suggest-
ing that the underperformance of MNCs may be
temporary. To further explore this possibility, in
unreported tests we compare the cumulative stock
market returns of MNCs and DCs from the onset of
the crisis to December 2020. We do not find
consistent evidence that MNCs fully recover.14

Panel B, which replicates Panel A using abnormal
returns, obtained by subtracting an individual
firm’s return during the event period from the
average return from January 1 to December 31,
2019, provides results that are similar. More specif-
ically, using the previous year’s returns as a bench-
mark, we find that the results are unchanged in
terms of statistical significance and are remarkably
similar with regard to the economic magnitude.
The stability of these findings suggests that our core
results do not stem from a risk-based explanation.
The results of Table 2 are notable in that they

reveal a downside, or a ‘‘dark’’ side, of the
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Table 1 Sample and descriptive statistics

Panel A: Geographic dispersion of sample multinational and domestic firms

Country Percent

of region

Number

of MNCs

Aggregate market

capitalization for

MNCs ($billion)

Number

of DCs

Aggregate market

capitalization for

DCs ($billion)

Number of

companies

A1: East Asia & Pacific

Australia 8.43 296 819 1106 431 1402

China 24.72 1136 1485 2975 5266 4111

Hong Kong, China 7.82 731 1345 569 436 1300

Indonesia 3.17 46 23 481 446 527

Japan 18.98 1197 3456 1960 2020 3157

Korea, Rep. 9.38 724 828 836 453 1560

Malaysia 5.39 343 217 554 196 897

New Zealand 0.7 56 47 60 51 116

Philippines 1.24 21 39 185 205 206

Singapore 3.13 317 330 203 81 520

Taiwan 10.93 1200 600 618 252 1818

Thailand 3.94 112 120 543 348 655

Vietnam 2.18 14 13 349 112 363

A2: Europe & Central Asia

Austria 1.01 49 111 13 6 62

Belgium 1.81 67 269 44 55 111

Bulgaria 1.03 11 1 52 3 63

Croatia 1.01 34 14 28 4 62

Cyprus 0.77 9 1 38 3 47

Denmark 2.12 61 286 69 49 130

Estonia 0.24 9 2 6 1 15

Finland 2.32 78 190 64 62 142

France 9.44 285 1826 293 317 578

Germany 8.82 312 1416 228 307 540

Greece 2.43 60 22 89 15 149

Hungary 0.46 9 25 19 3 28

Iceland 0.33 6 5 14 4 20

Ireland 0.77 26 118 21 30 47

Italy 4.65 109 364 176 159 285

Lithuania 0.42 17 1 9 3 26

Luxembourg 0.62 26 78 12 26 38

Netherlands 1.78 72 589 37 89 109

Norway 3.12 99 230 92 39 191

Poland 10.16 131 47 491 107 622

Portugal 0.67 23 48 18 6 41

Romania 1.16 10 6 61 12 71

Russian Federation 3.09 28 272 161 325 189

Serbia 0.26 6 1 10 1 16

Slovenia 0.33 9 4 11 2 20

Spain 2.61 88 509 72 177 160

Sweden 10.94 268 452 402 121 670

Switzerland 3.53 136 1082 80 184 216

Turkey 5.44 66 25 267 120 333

United Kingdom 18.68 497 1799 647 721 1144

A3: Latin America & Caribbean

Argentina 9.09 13 37 55 27 68

Brazil 34.36 46 252 211 348 257

Cayman Islands 8.42 21 17 42 14 63

Chile 20.59 51 123 103 100 154

Colombia 5.35 15 74 25 16 40

Jamaica 4.41 3 1 30 9 33
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Table 1 (Continued)

Panel A: Geographic dispersion of sample multinational and domestic firms

Country Percent

of region

Number

of MNCs

Aggregate market

capitalization for

MNCs ($billion)

Number

of DCs

Aggregate market

capitalization for

DCs ($billion)

Number of

companies

Mexico 15.51 38 193 78 114 116

Trinidad and Tobago 2.27 10 7 7 2 17

A4: Middle East & North Africa

Bahrain 2.24 9 13 19 5 28

Egypt 13.82 4 3 169 37 173

Israel 30.67 135 88 249 84 384

Jordan 10.46 24 14 107 7 131

Kuwait 9.5 40 51 79 26 119

Malta 1.76 10 3 12 4 22

Morocco 4.95 1 13 61 46 62

Oman 6.07 17 3 59 13 76

Qatar 2.8 12 93 23 45 35

Saudi Arabia 10.94 29 143 108 263 137

United Arab Emirates 6.79 23 119 61 113 84

A5: North America

Bermuda 1.15 21 136 20 8 41

Canada 4.36 88 553 68 618 156

United States 94.48 1458 17,897 1899 7273 3357

A6: South Asia

Bangladesh 5.78 1 \1 233 37 234

India 79.42 231 708 2983 1406 3214

Pakistan 8.97 15 1 348 61 363

Sri Lanka 5.83 15 1 221 12 236

A7: Sub-Saharan Africa

Kenya 11.57 15 5 24 17 39

Mauritius 13.06 13 3 31 124 44

South Africa 75.37 97 338 157 122 254

A8: Unclassified Region

Palestinian territories 100 1 \1 21 3 22

Panel B: Descriptive statistics for regions

By region Average daily return Diff (MNC–DC)

Region Crisis start Crisis end Firm type

Pre-crisis Crisis Post-crisis Pre-crisis Crisis Post-crisis

East Asia & the Pacific 2/26/2020 3/19/2020 MNC 0.000 - 0.016 0.003 0.000 - 0.002 0.000

DC 0.000 - 0.013 0.003 (0.14) (0.00) (0.00)

Europe & Central Asia 2/21/2020 3/18/2020 MNC 0.001 - 0.020 0.003 - 0.001 - 0.007 0.000

DC 0.002 - 0.012 0.003 (0.00) (0.00) (0.26)

Latin America &

the Caribbean

3/6/2020 3/23/2020 MNC - 0.001 - 0.024 0.003 - 0.001 - 0.007 0.000

DC 0.000 - 0.017 0.003 (0.03) (0.00) (0.54)

Middle East &

North Africa

3/6/2020 3/18/2020 MNC - 0.001 - 0.017 0.002 - 0.001 0.001 - 0.001

DC 0.000 - 0.018 0.002 (0.10) (0.71) (0.00)

North America 2/24/2020 3/18/2020 MNC 0.001 - 0.027 0.005 - 0.002 - 0.005 - 0.001

DC 0.003 - 0.022 0.006 (0.00) (0.00) (0.00)

South Asia 2/27/2020 3/24/2020 MNC 0.000 - 0.021 0.004 0.000 - 0.010 0.001

DC 0.000 - 0.011 0.003 (0.98) (0.00) (0.00)
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internationalization of a firm’s footprint, which
had heretofore been considered – on balance – to be
a positive driver of stock return. The international
operations of an MNC were thought to insulate the
firm from country-specific (or even region-specific)
crises. These results suggest that this conclusion is
not as robust as we once thought it was. While it is
comforting to note the potentially short-lived
nature of this significant underperformance, it
highlights the idea that tail events can potentially
change the balance of the benefits and costs of
internationalization, resulting in a global footprint
becoming a liability instead of a reward.

We can further unpack the effect of the pan-
demic by examining firm and industry characteris-
tics and their interactions with globalization. To
demonstrate the diversity of COVID-19’s impact on
firms grouped by industry, Panel A of Table 3
presents the results of an MNC indicator interacted
with industry indicators, as defined by the Fama–
French 12-industry classification. The results are
based on raw returns in Model 1 and abnormal
returns in Model 2.

We first look at Model 1 and focus on the
coefficients on the interaction terms. Note that
the main effect of MNCs is left out of the model for
two reasons: (1) it allows all of the Fama–French
industries (which are exhaustive) to remain in the
model, and (2) it makes the interpretation of MNC
performance in the Fama–French industries more
straightforward. Notable results here include that
MNCS in Durables, Manufacturing, Other, and Oil
& Gas industries significantly underperformed DCs.
In contrast, we see that MNCs in the Healthcare
and Drugs industries significantly outperformed
DCs. The reason for this comparative advantage of
MNCs operating in the Healthcare/Drugs industry
during the pandemic is straightforward, since these
industries are presumed to impact positively the

mitigation and treatment of the virus. Model 2,
which utilizes abnormal returns, provides results
that are similar. The only real difference here is the
addition of significant underperformance of MNCs
in utilities.
Panel B of Table 3 takes a more nuanced

approach. Here, we identify specific industries that
are strongly impacted by the pandemic, whether
that impact is positive or negative. We again omit
the main effect of MNCs. Such industries include
air transportation, technology, healthcare, digital
technology, hospitality, drugs, communications,
and medical supplies. We include healthcare and
drugs separately here to take a deeper dive into the
results from Panel A that suggest Healthcare/Drugs
sees a positive impact. To unpack the average effect,
we interact the ‘‘MNC’’ variable with specific
industries, and find that the effects vary by indus-
try. In particular, the magnitude and statistical
significance of the coefficient of the interaction
between ‘‘MNC’’ and industry suggests that the
impact is largely dependent on the industry. In
particular, MNCs in Hospitality suffer a greater
return deficit than DCs (- 5%). By contrast, MNCs
in Drugs do better, garnering 4.5% higher returns
than DCs. It is notable that MNCs in healthcare
actually do worse, albeit insignificantly. This is
counterintuitive at first blush until we realize that
many aspects of healthcare were halted while
hospitals focused on caring for those sick with
COVID-19. Meanwhile, pharmaceutical companies
like Pfizer, Moderna, and Johnson & Johnson saw
record profits after developing their vaccines.
Again, the results in Model 2, which utilizes
abnormal returns, are similar.
We now move from industry analysis to consider

regional differences. To demonstrate the diversity
of COVID-19’s impact on firms by region, Panel A
of Table 4 displays the results of interacting an

Table 1 (Continued)

Panel B: Descriptive statistics for regions

By region Average daily return Diff (MNC–DC)

Region Crisis start Crisis end Firm type

Pre-crisis Crisis Post-crisis Pre-crisis Crisis Post-crisis

Sub-Saharan Africa 2/21/2020 3/19/2020 MNC - 0.001 - 0.012 0.002 - 0.003 - 0.008 0.000

DC 0.002 - 0.004 0.002 (0.00) (0.00) (0.95)

This table displays average daily returns for both multinational corporations (MNCs) and purely domestic corporations (DCs) before, during, and after
the pandemic-induced stock market decline in each region. It also provides differences in means for MNCs and DCs for these three time frames. p values
for these differences are reported in parentheses. The start of the crisis period is the first day of the five consecutive trading days with crash returns,
where crash return refers to a return that is below 3.09 times the standard deviation of the mean daily returns from November 1 to December 31, 2019.
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MNC indicator with indicators for region, as
defined by the World Bank Group, again omitting
the main effect of MNC for the reasons outlined
above. The results suggest that the financial impact
of COVID-19 is quite heterogeneous regionally.

Four of the seven coefficients are significantly
negative, suggesting that MNCs significantly
underperform relative to their DC peers in these
regions. Specifically, MNCs fare worse than DCs in
East Asia & the Pacific, Europe & Central Asia,

Table 2 Impact of the COVID-19 pandemic on MNC performance

Pre-crisis returns Crisis returns Post-crisis returns

(1) (2) (3) (4) (5) (6)

Panel A: Raw returns

MNC - 0.003

(0.239)

- 0.002

(0.611)

- 0.018

(0.018)

- 0.017

(0.035)

0.066

(0.000)

0.057

(0.000)

Ln(Assets) - 0.008

(0.000)

- 0.008

(0.000)

- 0.016

(0.014)

- 0.012

(0.042)

- 0.004

(0.676)

- 0.005

(0.581)

ROA - 0.010

(0.615)

- 0.017

(0.539)

- 0.013

(0.490)

- 0.016

(0.484)

- 0.093

(0.023)

- 0.096

(0.025)

Leverage - 0.229

(0.139)

- 0.159

(0.124)

1.657

(0.001)

1.151

(0.000)

- 2.172

(0.048)

- 1.716

(0.037)

Asset tangibility - 0.022

(0.061)

- 0.002

(0.948)

0.065

(0.089)

ROA volatility - 0.020

(0.157)

- 0.034

(0.032)

- 0.002

(0.931)

Illiquidity 0.263

(0.767)

10.924

(0.000)

- 11.707

(0.017)

Pre-crisis returns 0.057

(0.017)

- 0.087

(0.036)

Country FE YES YES YES YES YES YES

Observations 34,193 29,853 34,144 29,679 33,987 29,322

Adj. R2 0.081 0.091 0.253 0.276 0.155 0.170

Panel B: Abnormal returns

MNC - 0.003

(0.507)

- 0.000

(0.935)

- 0.018

(0.012)

- 0.017

(0.026)

0.072

(0.000)

0.065

(0.000)

Ln(Assets) - 0.004

(0.001)

- 0.006

(0.000)

- 0.015

(0.026)

- 0.011

(0.077)

0.017

(0.115)

0.015

(0.113)

ROA 0.026

(0.380)

- 0.009

(0.759)

- 0.004

(0.828)

- 0.013

(0.605)

0.084

(0.148)

- 0.040

(0.531)

Leverage - 0.504

(0.043)

- 0.170

(0.338)

1.557

(0.003)

1.148

(0.000)

- 3.317

(0.000)

- 1.683

(0.047)

Asset tangibility - 0.019

(0.081)

0.000

(0.993)

0.106

(0.048)

ROA volatility - 0.032

(0.003)

- 0.031

(0.065)

0.013

(0.699)

Illiquidity - 1.894

(0.255)

10.316

(0.000)

- 20.625

(0.000)

Pre-crisis returns 0.152

(0.000)

1.056

(0.000)

Country FE YES YES YES YES YES YES

Observations 34,072 29,801 34,032 29,643 33,593 29,279

Adj. R2 0.060 0.073 0.248 0.280 0.065 0.181

This table displays the results of the following OLS regression: Ri;d ¼ aþ b1MNCi þ b2Xi þ e. Panel A (Panel B) uses Raw Returns (Abnormal Returns).
Abnormal return is obtained by subtracting an individual firm’s return during the event period from the average return measured over the period
January 1 to December 31, 2019. MNCs (DCs) are firms with foreign sales C 10% (\10%). X is a vector of firm-level controls including size,
profitability, leverage, asset tangibility, asset risk, stock liquidity, and pre-crisis returns. Variable definitions are in ‘‘Appendix A’’. The start of the crisis
period is the first day of the five consecutive trading days with crash returns, where crash return refers to a return that is below 3.09 times the standard
deviation of the mean daily returns from November 1 to December 31, 2019. The sample includes one observation for each firm-period. Standard errors
are clustered at the country level. p values are reported in parentheses.
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Table 3 Impact of the COVID-19 pandemic on MNC perfor-

mance across industries

Panel A: Fama–French 12-Industry classification

Dependent variable: Crisis returns

– raw

Crisis returns –

abnormal

(1) (2)

MNC 9 nondurables - 0.013
(0.219)

- 0.013
(0.253)

Nondurables 0.053
(0.003)

0.054
(0.005)

MNC 9 durables - 0.025
(0.013)

- 0.023
(0.023)

Durables - 0.008
(0.533)

- 0.006
(0.651)

MNC 9 manufacturing - 0.022
(0.004)

- 0.020
(0.009)

Manufacturing 0.003
(0.743)

0.000
(0.989)

MNC 9 oil & gas - 0.086
(0.009)

- 0.089
(0.005)

Oil & gas - 0.111
(0.022)

- 0.097
(0.025)

MNC 9 chemicals 0.022
(0.129)

0.026
(0.101)

Chemicals 0.022
(0.199)

0.016
(0.367)

MNC 9 business equipment 0.008
(0.728)

0.006
(0.799)

Business equipment - 0.028
(0.038)

- 0.034
(0.012)

MNC 9 telecommunications 0.000
(0.991)

0.001
(0.950)

Telecommunications 0.055
(0.001)

0.053
(0.001)

MNC 9 utilities - 0.043
(0.130)

- 0.053
(0.064)

Utilities 0.105
(0.005)

0.098
(0.008)

MNC 9 retail/services - 0.014
(0.493)

- 0.012
(0.531)

Retail/services 0.007
(0.672)

0.010
(0.592)

MNC healthcare/drugs 0.037
(0.000)

0.038
(0.000)

Healthcare/drugs 0.031
(0.053)

0.027
(0.113)

MNC 9 finance - 0.008
(0.540)

- 0.012
(0.331)

Finance 0.034
(0.003)

0.031
(0.001)

MNC 9 other - 0.029
(0.000)

- 0.028
(0.001)

Controls YES YES
Country FE YES YES
Observations 29,631 29,595
Adjusted R-squared 0.290 0.293

Panel B: Specific industries

MNC 9 air transportation 0.035
(0.490)

0.029
(0.558)

Air transportation - 0.139
(0.000)

- 0.133
(0.000)

Table 3 continued

Panel B: Specific industries

MNC 9 drugs 0.045
(0.039)

0.043
(0.057)

Drugs 0.006
(0.748)

0.004
(0.850)

MNC 9 technology 0.007
(0.802)

0.007
(0.818)

Technology - 0.030
(0.227)

- 0.034
(0.186)

MNC 9 healthcare - 0.022
(0.256)

- 0.021
(0.289)

Healthcare 0.030
(0.075)

0.030
(0.094)

MNC 9 digital 0.029
(0.152)

0.029
(0.177)

Digital 0.005
(0.831)

0.007
(0.769)

MNC 9 hospitality - 0.050
(0.087)

- 0.049
(0.088)

Hospitality - 0.042
(0.149)

- 0.037
(0.228)

MNC 9 computer - 0.040
(0.202)

- 0.033
(0.290)

Computer - 0.006
(0.850)

- 0.015
(0.649)

MNC 9 communications - 0.037
(0.193)

- 0.033
(0.274)

Communications 0.013
(0.542)

- 0.004
(0.870)

MNC 9 electronics - 0.012
(0.678)

- 0.008
(0.818)

Electronics - 0.036
(0.113)

- 0.042
(0.096)

MNC 9 laboratory 0.007
(0.805)

0.007
(0.797)

Laboratory - 0.005
(0.838)

- 0.009
(0.717)

MNC 9 medical supplies 0.032
(0.289)

0.028
(0.393)

Medical supplies 0.029
(0.271)

0.030
(0.296)

Controls YES YES
Country FE YES YES
Observations 29,679 29,643
Adjusted R-squared 0.280 0.284

This table displays the results of the following OLS regression:
RCrisis
i;d ¼ aþ b1MNCi � Indþ b2MNCi þ b3Indþ b4Xi þ e. Panels A1 and

B1 (Panels A2 and B2) use Raw Returns (Abnormal Returns). Abnormal
return is obtained by subtracting an individual firm’s return during the
event period from the average return measured over the period January 1
to December 31, 2019. MNCs (DCs) are firms with foreign sales C 10%
(\10%). X is a vector of firm-level controls including size, profitability,
leverage, asset tangibility, asset risk, stock liquidity, and pre-crisis returns.
Variable definitions are in ‘‘Appendix A’’. The start of the crisis period is
the first day of the five consecutive trading days with crash returns,
where crash return refers to a return that is below 3.09 times the stan-
dard deviation of the mean daily returns from November 1 to December
31, 2019. Industry is defined by the Fama and French 12-Industry clas-
sification. The sample includes one observation for each firm-period.
Standard errors are clustered at the country level. p values are reported in
parentheses.
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South Asia, and Sub-Saharan Africa. Conversely,
MNCs outperform their DC counterparts in only
one region – North America. The magnitude of this
divergence in performance is for the most part
greater than that found in Table 2, suggesting that
the results in Table 2 obscure the heterogeneity in
MNC underperformance across regions. The results
in Model 2, which are based on abnormal returns,
yield similar inferences. The only significant differ-
ence is found in Europe & Central Asia, where the
coefficient falls just shy of conventional signifi-
cance levels when using abnormal returns.

Panel B of Table 4 takes a closer look at specific
countries: U.S., China, U.K., Sweden, Italy, and
Singapore. Interacting dummies for these countries
with our MNC indicator (and again omitting the
main effect of MNC) provides more evidence of the
contrasting effects of COVID-19 on MNCs versus
DCs. Supporting the results in Panel A, the inter-
action term in Model 1, which displays results for
raw returns, suggests that U.S.-based MNCs actually
do better than DCs during the crisis, whereas MNCs
in China, U.K., Sweden, Italy, and Singapore fare
significantly worse than DCs. The results obtained
using abnormal returns, reported in Model 2,
confirm this finding.

This geographic heterogeneity begs further anal-
ysis, given the many country-level differences
relevant to firm performance during the pandemic.
Why do MNCs perform better than DCs in some
countries (or regions), but worse in others? To
address this question, in the next section we
examine the role of the heterogeneous government
responses to the pandemic, and further explore
how country-level real and financial factors influ-
ence the performance effects of the crisis. Given
that the results are virtually unchanged when using
abnormal returns, we focus on raw returns going
forward for brevity.15

COUNTRY-LEVEL FACTORS AND DIFFERENTIAL
STOCK PRICE IMPACT

Government Responses to COVID-19
We next evaluate the differential sensitivity of
stock price reactions based on the extent to which
governments differed in their responses to COVID-
19. In Table 5, we exploit the daily variation in
government responses and regress daily returns
over the crisis period on an MNC indicator, various
country-level stringency indices, and interactions
of the MNC indicator with these indices. Firm-day

observations are used in the regression due to the
periodicity of the government response data. All
models include controls for firm size, profitability,
leverage, asset tangibility, asset risk, stock liquidity,
as well as country and day fixed effects, since the
regression uses firm-day observations. For brevity,
we present the coefficient estimates only for the
MNC dummy, the stringency index, and their
interactions.
The results presented in Panel A suggest that

stronger, more decisive government action during
the crisis period triggers larger stock price declines.
For four of the five overall indices (Panel A2),
stringency variables load negatively and signifi-
cantly, consistent with the view that strict govern-
ment interventions and lockdowns may represent a
trade-off between short-term negative economic
shock and prolonged spread of the virus. The
interactions also reveal that MNCs in countries
with more stringent measures experience greater
declines in stock prices than DCs. On average,
MNCs located in more stringent countries (as
measured by the overall stringency indices in Panel
A2) fare incrementally worse (1.2%) relative to DCs.
Turning to individual stringency indicators (Panel
A1), restrictions on international travel have the
greatest impact, amplifying the MNC–DC perfor-
mance gap by 1.2%, followed by school closing
(1.1%), workplace closing (0.9%), restrictions on
gatherings (0.8%), and public information cam-
paigns (0.8%).
Panel B of Table 5 replicates the analyses using

post-crisis returns as the dependent variable. In
sharp contrast to the stock price response during
the crisis period, we do not find strong evidence
that stringency negatively impacts stock prices in
the post-crisis period. This holds except for inter-
national travel controls (- 0.7%) and international
support (0.0%), whose impacts are smaller than
those observed during the crisis period (with inter-
national support effectively negligible). Moreover,
in contrast to the results found in Panel A, we see
that some aspects of stringency can actually have a
positive impact in the post-crisis period, as evi-
denced by the impact of income support (1.9%),
restrictions on gatherings (1%), and school closing
(1%), all of which may be evidence for short-term
pain for long-term gain. Results for the interactions
between MNC and the overall stringency indices
load positively and significantly for three of the five
indices. These results support the notion that
stringency in government response causes short-
term pain for long-term gain. This is also consistent
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with what we have witnessed about the stock
market behavior relative to the real sector in the
post-crisis return period. There was an apparent
decoupling of the continued decline in real sector
outcomes (e.g., employment) and stock market
recovery. It turns out that this is entirely rational
because stock markets are forward-looking and
capitalize on the long-term benefits of these strin-
gency measures.

How Is a Pandemic-Born Crisis Different?
The vast majority of crises over the last 100 years
were born of financial causes. Fragility in financial
systems, whether in banking or currencies, caused
local pain in countries or regions. Historically,
internationalization has offered some benefits to
MNCs during both crisis and recovery periods.
Consistent with a portfolio diversification theory,
having ‘‘assets’’ in different areas can help MNCs
weather financial hardships in their domicile
nations or regions.16 This benefit can flow through
financial and real aspects of the firm (Errunza &
Senbet, 1981; Gande et al., 2009). Internationaliz-
ing financial aspects of the firm is beneficial when
the domestic financial system is dysfunctional, or

Table 4 Impact of the COVID-19 pandemic on MNC perfor-

mance across regions and countries

Dependent variable: Crisis returns –

Raw

Crisis returns –

Abnormal

(1) (2)

Panel A: Regions

MNC 9 East Asia & Pacific - 0.047

(0.093)

- 0.048

(0.093)

East Asia & Pacific = 1 - 0.031

(0.651)

- 0.030

(0.685)

MNC 9 Europe & Central

Asia

- 0.034

(0.035)

- 0.027

(0.115)

Europe & Central Asia = 1 - 0.142

(0.000)

- 0.148

(0.000)

MNC 9 Latin America &

Caribbean

- 0.039

(0.194)

- 0.034

(0.259)

Latin America &

Caribbean = 1

- 0.029

(0.758)

- 0.026

(0.787)

MNC 9 Middle East &

North Africa

- 0.026

(0.327)

- 0.029

(0.262)

Middle East & North

Africa = 1

- 0.003

(0.964)

0.008

(0.917)

MNC 9 North America 0.023

(0.002)

0.022

(0.004)

North America = 1 - 0.323

(0.000)

- 0.318

(0.000)

MNC 9 South Asia - 0.137

(0.000)

- 0.147

(0.000)

South Asia = 1 - 0.074

(0.126)

- 0.056

(0.246)

MNC 9 Sub-Saharan

Africa

- 0.089

(0.000)

- 0.079

(0.000)

Controls YES YES

Country FE YES YES

Observations 29,658 29,622

Adjusted R-squared 0.116 0.119

Panel B: Specific countries

MNC 9 USA 0.028

(0.000)

0.026

(0.000)

USA - 0.214

(0.000)

- 0.211

(0.000)

MNC 9 China - 0.019

(0.000)

- 0.020

(0.000)

China 0.265

(0.000)

0.264

(0.000)

MNC 9 UK - 0.011

(0.002)

- 0.011

(0.003)

UK - 0.147

(0.000)

- 0.146

(0.000)

MNC 9 Sweden - 0.057

(0.000)

- 0.056

(0.000)

Sweden - 0.076

(0.013)

- 0.090

(0.006)

MNC 9 Italy - 0.041

(0.000)

- 0.027

(0.000)

Italy - 0.044

(0.052)

- 0.052

(0.029)

Table 4 (Continued)

Dependent variable: Crisis returns –

Raw

Crisis returns –

Abnormal

(1) (2)

MNC 9 Singapore - 0.060

(0.000)

- 0.051

(0.000)

Singapore 0.108

(0.000)

0.096

(0.000)

Controls YES YES

Country FE YES YES

Observations 29,679 29,643

Adjusted R-squared 0.189 0.187

This table displays the results of the following OLS regres-
sions:RCrisis

i;d ¼ aþ b1MNCi � Regionþ b2MNCi þ b3Regionþ b4Xi þ e in
Panels A1 and A2 and RCrisis

i;d ¼ aþ b1MNCi � Countryþ b2MNCi þ
b3Countryþ b4Xi þ e in Panels B1 and B2 MNCs (DCs) are firms with
foreign sales C 10% (\10%). Panels A1 and B1 (Panels A2 and B2) use
Raw Returns (Abnormal Returns). Abnormal return is obtained by sub-
tracting an individual firm’s return during the event period from the
average return measured over the period January 1 to December 31,
2019. MNCs (DCs) are firms with foreign sales C 10% (\10%). X is a
vector of firm-level controls including size, profitability, leverage, asset
tangibility, asset risk, stock liquidity, and pre-crisis returns. Variable def-
initions are in ‘‘Appendix A’’. The start of the crisis period is the first day of
the five consecutive trading days with crash returns, where crash return
refers to a return that is below 3.09 times the standard deviation of the
mean daily returns from November 1 to December 31, 2019. The sample
includes one observation for each firm-period. Region is defined by the
World Bank. Standard errors are clustered at the country level. p values
are reported in parentheses.
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Table 5 Moderating effects of country-level stringency factors and indices on MNC performance around the COVID-19 pandemic

Stringency factor/indices MNC 9 stringency MNC Stringency Controls Country

FE

Day

FE

Obs. Adj.

R2

Panel A: Crisis period
Panel A1: Individual response factors

School Closing - 0.011 - 0.011 - 0.022 YES YES YES 581,386 0.672
Workplace Closing - 0.009 - 0.010 - 0.033 YES YES YES 581,386 0.672
Cancel Public Events - 0.008 - 0.011 - 0.013 YES YES YES 581,386 0.668
Restrictions on Gatherings - 0.008 - 0.010 - 0.013 YES YES YES 581,386 0.668
Close Public Transport - 0.004 - 0.010 - 0.008 YES YES YES 581,386 0.668
Stay-at-Home Requirements - 0.004 - 0.010 - 0.016 YES YES YES 581,386 0.668
Restrictions on International

Travel
- 0.012 - 0.011 - 0.024 YES YES YES 581,386 0.670

International Travel - 0.005 - 0.009 0.012 YES YES YES 581,386 0.668
Income Support 0.000 - 0.009 - 0.009 YES YES YES 580,596 0.668
Debt Contract Relief - 0.006 - 0.010 0.004 YES YES YES 580,864 0.668
Fiscal Measures 0.000 - 0.012 - 0.004 YES YES YES 534,507 0.673
International Support - 0.000 - 0.012 0.001 YES YES YES 538,564 0.671
Public Information Campaigns - 0.008 - 0.010 - 0.001 YES YES YES 581,386 0.668
Testing Policy - 0.003 - 0.010 0.031 YES YES YES 581,328 0.669
Contact Tracing - 0.006 - 0.010 0.028 YES YES YES 580,922 0.669
Confirmed Cases - 0.001 - 0.008 - 0.069 YES YES YES 483,420 0.672
Confirmed Deaths - 0.001 - 0.008 - 0.038 YES YES YES 475,685 0.670

Panel A2: Stringency indices
Government Response Index - 0.012 - 0.010 - 0.033 YES YES YES 581,386 0.671
Containment Health Index - 0.012 - 0.010 - 0.035 YES YES YES 581,386 0.672
Stringency Index - 0.012 - 0.010 - 0.029 YES YES YES 580,864 0.670
Stringency Legacy - 0.012 - 0.010 - 0.029 YES YES YES 581,328 0.670
Economics Support Index - 0.004 - 0.010 - 0.004 YES YES YES 580,596 0.668

Panel B: Post-crisis period
Panel B1: Individual response factors

School Closing 0.010 - 0.000 0.011 YES YES YES 3,972,011 0.345
Workplace Closing 0.005 - 0.001 0.001 YES YES YES 3,970,785 0.344
Cancel Public Events 0.008 - 0.000 - 0.010 YES YES YES 3,970,772 0.344
Restrictions on Gatherings 0.010 0.000 - 0.009 YES YES YES 3,973,875 0.344
Close Public Transport 0.003 - 0.001 - 0.007 YES YES YES 3,972,946 0.344
Stay-at-Home Requirements 0.004 - 0.001 - 0.009 YES YES YES 3,973,497 0.344
Restrictions on International

Travel
0.001 - 0.001 - 0.004 YES YES YES 3,972,218 0.344

International Travel Controls - 0.007 - 0.002 - 0.005 YES YES YES 3,973,220 0.344
Income Support 0.019 - 0.002 - 0.015 YES YES YES 3,970,961 0.344
Debt Contract Relief 0.003 - 0.001 0.003 YES YES YES 3,967,698 0.344
Fiscal Measures - 0.000 - 0.011 - 0.000 YES YES YES 3,669,484 0.338
International Support - 0.000 - 0.011 - 0.000 YES YES YES 3,677,509 0.338
Public Information Campaign 0.001 - 0.001 - 0.001 YES YES YES 3,973,232 0.344
Testing Policy - 0.007 - 0.001 0.001 YES YES YES 3,971,874 0.344
Contact Tracing - 0.007 - 0.002 0.027 YES YES YES 3,971,874 0.345
Confirmed Cases 0.011 0.003 0.012 YES YES YES 3,850,070 0.344
Confirmed Deaths 0.001 0.001 0.016 YES YES YES 3,850,713 0.344

Panel B2: Stringency indices
Government Response Index 0.010 0.000 - 0.006 YES YES YES 3,971,958 0.344
Containment Health Index 0.010 0.000 - 0.003 YES YES YES 3,971,958 0.344
Stringency Index 0.010 0.000 - 0.002 YES YES YES 3,969,260 0.344
Stringency Legacy 0.008 - 0.000 - 0.001 YES YES YES 3,971,828 0.344
Economics Support Index 0.010 - 0.001 - 0.003 YES YES YES 3,967,553 0.344

This table displays the results of the following OLS regression: Ri;d ¼ aþ b1MNCi � Stringencyþ b2MNCi þ b3Stringency þ b4Xi þ e. MNCs (DCs) are
firms with foreign sales C 10% (\10%). Stringency metrics are from the Oxford COVID-19 Government Response Tracker. X is a vector of firm-level
controls including size, profitability, leverage, asset tangibility, asset risk, stock liquidity, and pre-crisis returns. Variable definitions are in ‘‘Appendix A’’.
The start of the crisis period is the first day of the five consecutive trading days with crash returns, where crash return refers to a return that is below 3.09
times the standard deviation of the mean daily returns from November 1 to December 31, 2019. Region is defined by the World Bank. The sample is at
the firm-day level. Standard errors are clustered at the country level. p values are reported in parentheses. Bold coefficients are statistically significant at
10%, 5%, or 1%.

Journal of International Business Studies

The dark side of globalization Omrane Guedhami et al.

1621



even shuts down. Internationalizing real aspects of
the firm is beneficial when the nonfinancial aspects
of the firm involving, for example, supply and/or
demand, are limited or depleted domestically.

The pandemic-induced crisis is different primar-
ily in its sheer scope. The international resources
for firms facing this crisis in their domestic country
or region may no longer be available. Moreover, as
we have observed, firms can be impacted econom-
ically even before the pandemic hits their nations
(or after the worst of the pandemic has passed) due
to differences in crisis periods, government
responses, as well as being economically linked
with regions or countries that have been hit by the
pandemic. For instance, the economies of African
countries were adversely affected even before the
virus showed up on their shores due to linkages
with China, EU, and the U.S.

We examine real and financial factors that have
moderating effects on the impact of the pandemic
on firms, with a focus on MNCs, during the crisis
and post-crisis periods. Following the approach in
Table 5, in Table 6 we regress the returns for crisis
and post-crisis periods on an MNC indicator,
various real and financial factors, and interactions
of the MNC indicator with these factors. Panel A
displays the results for the impact of real factors in
the crisis period.17 Significantly negative coeffi-
cients (except for Model 2, which we discuss
subsequently) on the interaction terms suggest that
real aspects of MNCs can exacerbate their negative
crisis returns. The first three models speak to the
impact of having more international customers
and/or an international supply chain. The coeffi-
cients suggest that this internationalization factor
is detrimental during the crisis for MNCs from
countries that primarily produce goods (Model 1) as
opposed to services (Model 2). Consistent with this
notion, the coefficients on the interaction terms in
Models 1 and 3 are negative and significant, while
that in Model 2 is positive and significant. Collec-
tively, these results imply that the effect stems from
the production and/or transportation of goods
alone, hence supporting the notion that MNC
underperformance stems from a supply chain
adverse impact.

Models 4–6 speak to the human capital of the
firm, which is, on average, much larger for MNCs.
The negative coefficient on the interaction term
associated with the employment growth variable in
2019 may be reflective of the negative impact of

underutilization of the workforce during the pan-
demic. Moreover, money spent training employees
pre-pandemic is ultimately less money the firm can
spend on transitioning business to pandemic oper-
ations. Finally, the negative impact of women with
degrees on MNC performance is intuitive because
women absorb the brunt of the additional childcare
needs when schools are shut down (Stevenson,
2021). Many women decided to leave the workforce
in 2020 in response to school closures. Women
with degrees, who are more likely to have manage-
rial positions that were not eliminated due to the
pandemic, were forced to do their jobs while
helping children navigate distance learning. Dur-
ing school closures, productive hours were dimin-
ished or even lost completely.
Models 7 and 8 speak to investment in infras-

tructure prior to the crisis. The statistically signif-
icant negative impacts of both investment in
research and development (R&D) and gross fixed
capital formation may seem surprising until we
remember the complete shutdown that happened
in many countries. Again, this reflects the market’s
downward adjustment in the valuation associated
with investment in infrastructure and R&D that
happened in 2019, with the pandemic shock per-
turbing the investment path. Moreover, given the
footprints of international firms, they are more
likely than DCs to be impacted due to exposure to
international customers and suppliers. The impact
is also likely to last longer because of exposure to
countries that are hit by the pandemic both before
and after their domicile nation. In these cases,
capital spent on R&D and/or gross fixed capital
prior to 2020 is less capital available to endure the
shutdown and shift major aspects of their busi-
nesses online. To make matters worse, we know
that major transitions hit large MNCs much harder
than DCs.
Panel B provides an analysis of various aspects of

the MNCs’ domicile countries along a financial
dimension. In contrast to what is usually true with
financial crises (for example, the Great Recession),
financial aspects of the domicile nation represent a
mitigating effect on crisis returns. Models 1–5
suggest that larger stock markets, deeper capital
markets, greater foreign investor interest, state
ownership that does not pose a threat to the
business world, and a larger venture capital indus-
try are associated with less negative crisis returns.
Models 6 and 7 suggest that greater access to credit
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Table 6 Moderating effects of real and financial factors on the on MNC performance around the COVID-19 pandemic

Panel A: Crisis period real factors

Factor = Balance

of trade

(Bn)

Balance of

commercial

Svc (Bn)

Time to export

– border

compliance

Employment

growth

Employee

training

Women

with

degrees

Total

expenditure

R&D

Gross fixed

capital

formation

growth

(1) (2) (3) (4) (5) (6) (7) (8)

MNC 9 factor - 0.020

(0.000)

0.017

(0.019)

- 0.049

(0.011)

- 0.025

(0.078)

- 0.030

(0.030)

- 0.027

(0.020)

- 0.054

(0.017)

- 0.037

(0.075)

MNC - 0.021

(0.077)

- 0.016

(0.158)

- 0.047

(0.004)

- 0.039

(0.076)

- 0.037

(0.028)

- 0.069

(0.001)

- 0.065

(0.011)

- 0.012

(0.286)

Factor 0.172

(0.000)

- 0.133

(0.000)

0.012

(0.552)

- 0.041

(0.206)

0.065

(0.020)

- 0.001

(0.610)

. 0.002

(0.961)

Pre-crisis

return

0.025

(0.456)

0.021

(0.536)

0.057

(0.155)

0.034

(0.364)

0.049

(0.192)

0.075

(0.443)

0.164

(0.005)

0.025

(0.564)

Ln(Assets) - 0.008

(0.134)

- 0.010

(0.061)

- 0.003

(0.730)

- 0.003

(0.675)

- 0.004

(0.589)

- 0.012

(0.101)

- 0.019

(0.203)

- 0.006

(0.142)

ROA - 0.012

(0.706)

- 0.010

(0.754)

- 0.020

(0.582)

- 0.019

(0.567)

- 0.023

(0.460)

- 0.141

(0.018)

0.059

(0.079)

- 0.002

(0.936)

Leverage 1.377

(0.000)

1.354

(0.000)

1.243

(0.000)

1.376

(0.000)

1.274

(0.000)

2.739

(0.343)

0.045

(0.912)

1.014

(0.001)

Tangibility - 0.018

(0.653)

- 0.010

(0.811)

- 0.013

(0.730)

- 0.001

(0.977)

0.000

(0.998)

0.003

(0.627)

- 0.053

(0.029)

0.007

(0.896)

ROA volatility - 0.074

(0.001)

- 0.067

(0.000)

- 0.080

(0.002)

- 0.063

(0.002)

- 0.056

(0.001)

- 0.262

(0.102)

- 0.155

(0.174)

- 0.059

(0.000)

Illiquidity 11.786

(0.000)

11.646

(0.000)

11.066

(0.000)

12.511

(0.000)

12.468

(0.000)

2.371

(0.774)

- 24.650

(0.092)

8.905

(0.002)

Region FE YES YES YES YES YES YES YES YES

Observations 27,846 27,846 29,503 27,846 27,846 1870 206 20,647

Adj. R2 0.176 0.187 0.119 0.136 0.134 0.079 0.096 0.070

Panel B: Crisis period financial factors

Factor = Stock market

cap (Bn)

Capital

markets

Foreign

investors

State ownership

of enterprises

Venture

capital

Corporate

debt

Getting

credit

(1) (2) (3) (4) (5) (6) (7)

MNC 9 factor 0.021

(0.003)

0.036

(0.012)

0.041

(0.000)

0.028

(0.002)

0.021

(0.009)

0.034

(0.009)

0.041

(0.002)

MNC - 0.035

(0.033)

- 0.019

(0.183)

- 0.033

(0.012)

- 0.023

(0.055)

- 0.037

(0.015)

- 0.031

(0.017)

- 0.034

(0.033)

Factor 0.055

(0.554)

- 0.066

(0.086)

- 0.032

(0.476)

- 0.067

(0.052)

- 0.007

(0.839)

- 0.036

(0.375)

- 0.052

(0.064)

Pre-crisis return 0.048

(0.215)

0.036

(0.290)

0.056

(0.140)

0.055

(0.222)

0.056

(0.165)

0.053

(0.233)

0.053

(0.188)

Ln(Assets) - 0.004

(0.610)

- 0.006

(0.282)

- 0.003

(0.662)

- 0.004

(0.541)

- 0.002

(0.803)

- 0.003

(0.652)

- 0.004

(0.563)

ROA - 0.022

(0.537)

- 0.029

(0.396)

- 0.026

(0.467)

- 0.032

(0.283)

- 0.021

(0.552)

- 0.026

(0.439)

- 0.023

(0.481)

Leverage 1.373

(0.000)

1.424

(0.000)

1.428

(0.000)

1.407

(0.000)

1.438

(0.000)

1.438

(0.000)

1.266

(0.000)

Tangibility - 0.005

(0.897)

- 0.023

(0.558)

- 0.020

(0.631)

- 0.023

(0.552)

- 0.016

(0.704)

- 0.019

(0.649)

- 0.009

(0.811)

ROA volatility - 0.075

(0.002)

- 0.063

(0.002)

- 0.070

(0.004)

- 0.054

(0.003)

- 0.076

(0.005)

- 0.066

(0.003)

- 0.060

(0.000)

Illiquidity 12.257

(0.000)

11.479

(0.000)

11.952

(0.000)

11.354

(0.000)

12.261

(0.000)

11.887

(0.000)

12.024

(0.000)
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Table 6 (Continued)

Panel B: Crisis period financial factors

Factor = Stock market

cap (Bn)

Capital

markets

Foreign

investors

State ownership

of enterprises

Venture

capital

Corporate

debt

Getting

credit

(1) (2) (3) (4) (5) (6) (7)

Region FE YES YES YES YES YES YES YES

Observations 27,846 27,846 27,846 27,846 27,846 27,846 29,503

Adj. R2 0.120 0.141 0.120 0.142 0.115 0.120 0.129

Panel C: Post-crisis period real factors

Factor = Balance of

trade (Bn)

Balance of

commercial

Svc (Bn)

Time to export –

border

compliance

Employment

growth

Employee

training

Women

with

degrees

Total

expenditure

R&D

Gross fixed

capital

formation

growth

(1) (2) (3) (4) (5) (6) (7) (8)

MNC 9 factor - 0.006

(0.667)

- 0.004

(0.832)

0.038

(0.233)

0.031

(0.225)

0.052

(0.034)

0.039

(0.357)

0.087

(0.034)

0.081

(0.167)

MNC 0.056

(0.020)

0.049

(0.044)

0.077

(0.003)

0.073

(0.013)

0.072

(0.007)

0.129

(0.004)

- 0.083

(0.018)

0.049

(0.026)

Factor - 0.162

(0.032)

0.137

(0.002)

- 0.000

(0.988)

0.047

(0.333)

- 0.119

(0.009)

0.018

(0.240)

– - 0.036

(0.674)

Pre-crisis return - 0.075

(0.292)

- 0.068

(0.333)

- 0.124

(0.126)

- 0.079

(0.291)

- 0.092

(0.221)

- 0.069

(0.825)

- 0.089

(0.101)

- 0.022

(0.790)

Ln(Assets) - 0.018

(0.089)

- 0.015

(0.136)

- 0.023

(0.022)

- 0.023

(0.028)

- 0.020

(0.044)

0.005

(0.108)

- 0.018

(0.384)

- 0.027

(0.001)

ROA - 0.093

(0.121)

- 0.092

(0.114)

- 0.082

(0.192)

- 0.082

(0.158)

- 0.073

(0.148)

- 0.377

(0.010)

0.143

(0.112)

- 0.085

(0.162)

Leverage - 2.145

(0.021)

- 2.092

(0.022)

- 2.047

(0.024)

- 2.108

(0.026)

- 1.849

(0.060)

- 3.321

(0.589)

1.206

(0.137)

- 0.664

(0.543)

Tangibility 0.138

(0.005)

0.128

(0.006)

0.125

(0.010)

0.116

(0.020)

0.102

(0.032)

0.014

(0.744)

0.206

(0.112)

0.073

(0.126)

ROA volatility 0.058

(0.316)

0.051

(0.343)

0.067

(0.261)

0.046

(0.383)

0.022

(0.591)

0.147

(0.205)

0.416

(0.094)

0.035

(0.480)

Illiquidity - 12.745

(0.012)

- 12.565

(0.013)

- 12.481

(0.015)

- 13.495

(0.007)

- 13.602

(0.007)

- 8.245

(0.383)

- 17.419

(0.246)

4.537

(0.441)

Region FE YES YES YES YES YES YES YES YES

Observations 27,500 27,500 29,151 27,500 27,500 1850 203 20,345

Adj. R2 0.072 0.078 0.055 0.063 0.075 0.070 0.121 0.042

Panel D: Post-crisis period financial factors

Factor = Stock

market

cap (Bn)

Capital

markets

Foreign

investors

State ownership

of enterprises

Venture

capital

Corporate

debt

Getting

credit

(1) (2) (3) (4) (5) (6) (7)

MNC 9 factor 0.021

(0.117)

- 0.047

(0.057)

- 0.068

(0.004)

- 0.035

(0.105)

0.002

(0.920)

- 0.036

(0.187)

- 0.038

(0.241)

MNC 0.059

(0.018)

0.053

(0.070)

0.072

(0.004)

0.064

(0.022)

0.079

(0.002)

0.075

(0.003)

0.066

(0.033)

Factor - 0.249

(0.064)

0.071

(0.199)

0.018

(0.772)

0.036

(0.541)

- 0.055

(0.391)

- 0.014

(0.845)

0.077

(0.034)

Pre-crisis return - 0.071

(0.329)

- 0.085

(0.228)

- 0.114

(0.158)

- 0.105

(0.234)

- 0.115

(0.165)

- 0.108

(0.192)

- 0.118

(0.148)
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(from whatever source) is likewise important.
Adding some depth to these results, we see that
the main effect on these financial factors, which
represents their effect on DCs (where MNC = 0), is
largely negative and, in four of the five models,
statistically significant. This suggests that the ben-
efit ascribed to MNCs in this case is not universal to
all firms. It could be that even though the global
financial industry was relatively strong going into
the crisis, it catered to larger firms, which are
perceived as more creditworthy. This is consistent
with the large number of ‘‘main street’’ firms, for
example, in the restaurant industry, that went
bankrupt during the pandemic.

Panels C and D of Table 6 examine the moder-
ating effects of the real and financial factors in the
post-crisis period. The intuition underlying this
analysis is as follows. As discussed above, the
negative coefficients loading on the real factors in
Panel A may be attributable to the market’s adjust-
ments in expectations for firm valuation as the
result of the severe event. It is, therefore, instructive
to examine whether there are reversals as we move
from the stock return crisis period or whether this is
a new normal to be sustained for an indefinite

future. Turning first to Panel C, we observe that the
vast majority of interaction terms show a positive
effect (save for Models 1 and 2, the latter of which
should be negative if the effect reverses from Panel
A) and, in two cases, statistically significant impact.
This suggests that the majority of these real factors,
which were liabilities during the crisis, are no
longer hindering MNC performance in a dispro-
portionate way post-crisis. This is an improvement
from the results in Panel A. It is noteworthy,
though, that these factors, which typically con-
tribute significantly to MNC value, are mostly
insignificant drivers of MNC value during our
post-crisis period.
The results in Panel D are similar to those in

Panel C in two ways. First, these results likewise
suggest there is only marginal importance of the
factors in the post-crisis period. Second, most of the
coefficients have switched signs from the results in
their crisis period counterpart. Specifically, we note
that five of the seven interaction term coefficients
in Panel D have negative coefficients, and two of
them (Models 2 and 3) are statistically significant.
The results in Models 2 and 3 may reflect the
composition of foreign investment (beyond level)

Table 6 (Continued)

Panel D: Post-crisis period financial factors

Factor = Stock

market

cap (Bn)

Capital

markets

Foreign

investors

State ownership

of enterprises

Venture

capital

Corporate

debt

Getting

credit

(1) (2) (3) (4) (5) (6) (7)

Ln(Assets) - 0.017

(0.095)

- 0.019

(0.058)

- 0.023

(0.024)

- 0.023

(0.029)

- 0.025

(0.021)

- 0.024

(0.024)

- 0.020

(0.031)

ROA - 0.085

(0.168)

- 0.070

(0.241)

- 0.078

(0.216)

- 0.073

(0.199)

- 0.089

(0.136)

- 0.083

(0.157)

- 0.076

(0.167)

Leverage - 2.047

(0.027)

- 2.161

(0.018)

- 2.210

(0.015)

- 2.154

(0.022)

- 2.166

(0.025)

- 2.187

(0.021)

- 2.081

(0.015)

Tangibility 0.089

(0.039)

0.141

(0.006)

0.132

(0.022)

0.136

(0.011)

0.123

(0.029)

0.129

(0.022)

0.122

(0.013)

ROA volatility 0.054

(0.291)

0.047

(0.366)

0.062

(0.273)

0.051

(0.289)

0.065

(0.270)

0.069

(0.210)

0.034

(0.417)

Illiquidity - 13.430

(0.004)

- 12.376

(0.018)

- 13.048

(0.008)

- 12.751

(0.017)

- 13.616

(0.007)

- 13.345

(0.008)

- 14.034

(0.002)

Region FE YES YES YES YES YES YES YES

Observations 27,500 27,500 27,500 27,500 27,500 27,500 29,151

Adj. R2 0.075 0.063 0.058 0.057 0.058 0.057 0.063

This table displays the results of the following OLS regression: RCrisis
i;d ¼ aþ b1MNCi � Factorþ b2MNCi þ b3Factorþ b4Xi þ e. MNCs (DCs) are firms with

foreign sales C 10% (\10%). Factor is a vector of real or financial factors. X is a vector of firm-level controls including size, profitability, leverage, asset
tangibility, asset risk, stock liquidity, and pre-crisis returns. Variable definitions are in ‘‘Appendix A’’. The start of the crisis period is the first day of the five
consecutive trading days with crash returns, where crash return refers to the return that is below 3.09 times the standard deviation of the mean daily
returns from November 1 to December 31, 2019. Region is defined by World Bank. The sample includes one observation for each firm-period. Standard
errors are clustered at the country level. p values are reported in parentheses.
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with a portfolio investment component being more
susceptible to flight to quality.

Collectively, the results in Table 6 suggest there
are limits to the benefits of globalization. While
ample work has documented the benefits of glob-
alization through the valuation effects of multina-
tionality, our study suggests that these are limited,
or even reversed, during a pandemic-induced crisis
of COVID-19 proportions. This pandemic has
brought to light the dark side of globalization.
More specifically, during this tail event, our results
suggest that dimensions of an MNC that are
considered mitigating (exacerbating) effects in
financial crises are actually exacerbating (mitigat-
ing) effects in the global pandemic.

The marginal reversal of results for real and
financial factors of MNCs post-crisis, combined
with the unique impact of these factors during the
crisis, is somewhat puzzling. Thus, while it is
comforting that the negative impact was short-
lived (though these factors fall shy of returning to a
positive driver of firm performance in our post-
crisis period), it is important to understand more
fully why real factors become a liability to MNCs
during a pandemic.

Moderating Effects of the Real and Financial
Factors on MNC Performance Under Government
Stringency
A major source of uncertainty throughout the crisis
has been the wisdom of certain government
responses. As noted in Table 5, the severity of the
government response in an MNC’s domicile nation
impacts how negative its crisis returns are. We next
combine the implications of this finding with the
real and financial factors of internationalization
analyzed in Table 6. We examine the impact of real
and financial aspects of MNCs in countries based
on a threshold median value. Thus, specific gov-
ernment responses will be identified as being
higher or lower than the median value. This allows
us to gain some insight into whether the govern-
ment response played a role in the unique impact
of real and financial factors on crisis returns during
the pandemic.

Table 7 provides the results of this analysis.
Panels A1 and A2 show the results for interaction
terms between MNC and the same real factors
examined in Table 6, Panel A. This analysis differs
from Table 6 in two key ways. First, it uses firm-day
observations because government stringency data
are provided daily. Second, it bifurcates the sample
by the median government responses. Panel A1

(Panel A2) displays results for the crisis period using
firm-day observations that exist in countries that
respond with greater (less) than the median thresh-
old. For brevity, Table 7 displays these findings
using only the index focused on the closure and
containment restrictions, which is the Legacy
Stringency Index. We choose this index because
the broadest indices include features of govern-
ment response that may have positive impacts on
stock returns, such as economic support (Aharon &
Siev, 2021; Ashraf, 2020) and COVID testing poli-
cies, the ambiguity of which makes the results more
difficult to interpret. The results using the second
most focused index are in ‘‘Appendix B’’ and are
similar.18

The results in Panel A1 are largely consistent with
those found in Table 6, Panel A, with six of the
seven factors statistically significant. By way of
contrast, the results in Panel A2 are all insignifi-
cant, with two of the seven models switching signs
(though Model 6 lacks meaningful results). Collec-
tively, the results in Panels A1 and A2 are consistent
with the idea that the stringency of the govern-
ment response is partly responsible for the real
factors becoming a liability during the crisis period.
Anecdotally, this novel evidence makes a lot of
sense. When countries shut down their borders – or
even the companies themselves – to contain a virus,
real factors, such as supply chains, transportation of
goods, and physical productivity, face additional
hurdles. The subsample analyzed in A2 represents
firms located in countries whose governments react
less stringently, which impacts those real factors
less significantly.
Panels B1 and B2 correlate to the analysis of

financial factors for MNCs in Table 6, Panel B. More
specifically, Panel B1 (Panel B2) of Table 7 displays
the results for interaction terms between MNC and
the same financial factors examined in Table 6,
Panel B, during the crisis period using the firm-day
observations that exist in countries that respond
with greater (less) than the median threshold.
Similar to those in Panel A1, the results in Panel
B1 suggest that the findings in Table 6, Panel B, are
driven by the subsample of countries with higher
levels of government restrictions. The contrast
between Panels B1 and B2 is stark. Combining the
results of these two panels, it appears that the
financial sector mitigates negative crisis returns
during the crisis. This is rather intuitive. When a
country shuts down and real factors become obsta-
cles to work around, the financial sector becomes
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Table 7 Moderating effects of the real and financial factors on MNC performance around the pandemic under government

stringency

Factor = Balance of

trade (Bn)

Balance of

commercial

Svc (Bn)

Time to

export – border

compliance

Employment

growth

Employee

training

Total

expenditure

R&D

Gross fixed

capital formation

growth

(1) (2) (3) (4) (5) (6) (7)

Panel A1: Crisis period real factors in high stringency subsample

MNC 9 factor - 0.008

(0.001)

0.006

(0.070)

- 0.031

(0.073)

- 0.014

(0.123)

- 0.015

(0.092)

- 0.070

(0.017)

- 0.048

(0.088)

MNC - 0.005

(0.593)

- 0.002

(0.868)

- 0.029

(0.000)

- 0.020

(0.033)

- 0.018

(0.076)

- 0.067

(0.003)

- 0.024

(0.013)

Factor 0.109

(0.000)

- 0.075

(0.000)

- 0.004

(0.867)

- 0.060

(0.020)

0.036

(0.187)

– - 0.054

(0.326)

Controls YES YES YES YES YES YES YES

Region FE YES YES YES YES YES YES YES

Observations 140,024 140,024 168,744 140,024 140,024 1574 81,926

Adj. R2 0.551 0.553 0.509 0.542 0.516 0.700 0.404

Panel A2: Crisis period real factors in low stringency subsample

MNC 9 factor 0.002

(0.597)

- 0.001

(0.763)

- 0.006

(0.329)

- 0.004

(0.351)

- 0.004

(0.334)

0.000

(.)

- 0.010

(0.117)

MNC - 0.009

(0.148)

- 0.009

(0.150)

- 0.014

(0.002)

- 0.009

(0.152)

- 0.012

(0.001)

- 0.058

(0.000)

- 0.010

(0.042)

Factor 0.024

(0.560)

- 0.050

(0.004)

- 0.015

(0.164)

- 0.012

(0.245)

0.022

(0.131)

– 0.015

(0.246)

Controls YES YES YES YES YES YES YES

Region FE YES YES YES YES YES YES YES

Observations 395,990 395,990 408,891 395,990 395,990 848 356,843

Adj. R2 0.539 0.542 0.545 0.541 0.543 0.503 0.510

Factor = Stock

market

capitalization (Bn)

Capital

markets

Foreign

investors

State ownership of

enterprises

Venture

capital

Corporate

debt

Getting credit

(1) (2) (3) (4) (5) (6) (7)

Panel B1: Crisis period financial factors in high stringency subsample

MNC 9 factor 0.013

(0.025)

0.022

(0.017)

0.023

(0.009)

0.015

(0.012)

0.016

(0.010)

0.023

(0.016)

0.017

(0.212)

MNC - 0.023

(0.054)

0.005

(0.483)

- 0.013

(0.087)

- 0.005

(0.613)

- 0.014

(0.075)

- 0.005

(0.463)

- 0.019

(0.149)

Factor - 0.035

(0.468)

- 0.046

(0.091)

- 0.018

(0.646)

- 0.049

(0.017)

- 0.023

(0.544)

- 0.034

(0.279)

- 0.035

(0.186)

Controls YES YES YES YES YES YES YES

Region FE YES YES YES YES YES YES YES

Observations 140,024 140,024 140,024 140,024 140,024 140,024 168,744

Adj. R2 0.514 0.531 0.514 0.532 0.514 0.518 0.512

Panel B2: Crisis period financial factors in low stringency subsample

MNC 9 factor - 0.003

(0.356)

- 0.001

(0.872)

- 0.000

(0.965)

0.003

(0.546)

- 0.006

(0.091)

0.003

(0.586)

0.003

(0.437)

MNC - 0.005

(0.339)

- 0.004

(0.477)

- 0.007

(0.284)

- 0.009

(0.194)

- 0.003

(0.573)

- 0.007

(0.228)

- 0.014

(0.000)

Factor 0.068

(0.012)

- 0.027

(0.045)

- 0.030

(0.039)

- 0.010

(0.491)

- 0.027

(0.031)

- 0.024

(0.070)

- 0.037

(0.001)

Controls YES YES YES YES YES YES YES

Region FE YES YES YES YES YES YES YES

Observations 395,990 395,990 395,990 395,990 395,990 395,990 408,891
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vitally important to the ability of firms to remain in
business during the crisis period.

Collectively, our results indicate that interna-
tionalization is not always a positive driver of firm
value. In certain cases, such as a global pandemic,
where governments are forced to restrict the flow of
people and goods to contain the virus, real factor
exposures of MNCs can become liabilities relative
to those of DCs. In these cases, the financial
resources of MNCs are crucial in mitigating the
liabilities of an international customer base, an
international supply chain or distribution system,
and/or a deep pool of human capital. We take some
comfort from the fact that the negative impact of
stringency factors is mostly limited to the crisis
period, and that some factors even provide miti-
gating effects in the post-crisis period.

ROBUSTNESS
To ensure that our results do not stem from our
definition of MNC, systematic differences in MNCs
versus DCs, based on size or country, or our
definition of the crisis period, we perform a battery
of robustness analyses.

First, we rerun our base analysis using a contin-
uous measure of foreign sales. The results of this
analysis are reported in Table 8, Panel A. The results
support the conclusions provided thus far in the
paper and even suggest that our discrete proxy for
MNC may provide a lower bound for the MNC
performance gap. This is evidenced by the ampli-
fied effect of the gap shown in Panel A, relative to
the results provided in Table 2 (i.e., 3.9 vs. 1.7%).
Second, instead of a country-specific crisis period
that reflects the staggered spread of the pandemic,

we use a common crisis period for all countries
(February 21 to March 24, 2021). The results in
Panel B continue to show a negative and significant
coefficient on MNC.19 Third, we test our hypoth-
esized relation using a propensity score matching
analysis. In an effort to follow our base analysis
closely, we use matched firms based on all of the
control variables found in the respective models in
Table 2. Specifically, we match based on firm size,
ROA, leverage, and domicile nation in Models 1, 3,
and 5, and firm size, ROA, leverage, tangibility,
ROA volatility, illiquidity, and domicile nation in
Models 2, 4, and 6. The results are, again, similar to
the baseline results. The statistical significance is,
again, slightly enhanced relative to the findings
provided in Table 2 (i.e., 2 vs. 1.7%). The post-crisis
returns in both of these analyses once again
demonstrate a robust recovery. In unreported
results, we rerun our baseline analysis using a
sample that excludes tax haven nations (i.e., Cay-
man Islands, Bermuda, and Cyprus. Results are
robust to this alternative sample.
Finally, Table 9 displays the results of the baseline

analysis with various combinations of fixed effects,
including country and day, industry, country, and
day, industry-day, as well as industry and country-
day fixed effects. We define MNC using a 10%
international sales cutoff.20 The results are largely
consistent with those reported in Table 2. The only
changes are found in the pre- and post-crisis
periods. The coefficients on the variable of interest,
MNC, in Models 1 and 3, are no longer statistically
insignificant. Two observations are noteworthy
here: (1) the sign in both of these models is
positive, suggesting that MNCs were doing better
than DCs going into the crisis, which suggests an

Table 7 (Continued)

Factor = Stock

market

capitalization (Bn)

Capital

markets

Foreign

investors

State ownership of

enterprises

Venture

capital

Corporate

debt

Getting credit

(1) (2) (3) (4) (5) (6) (7)

Adj. R2 0.544 0.544 0.544 0.540 0.544 0.543 0.554

This table displays the results of the following OLS regression: RCrisis
i;d ¼ aþ b1MNCi � Factorþ b2MNCi þ b3Factorþ b4Xi þ e. MNCs (DCs) are firms with

foreign sales C 10% (\10%). Factor is a vector of real (Panels A1 and A2) or financial factors (Panels B1 and B2). Stringency sub-samples are based on
the Stringency Legacy Index from the Oxford COVID-19 Government Response Tracker. X is a vector of firm-level controls including size, profitability,
leverage, asset tangibility, asset risk, stock liquidity, and pre-crisis returns. Variable definitions are in ‘‘Appendix A’’. The start of the crisis period is the first
day of the five consecutive trading days with crash returns, where crash return refers to the return that is below 3.09 times the standard deviation of the
mean daily returns from November 1 to December 31, 2019. Region is defined by World Bank. The sample comprises daily firm observations from
countries whose government response was greater than the median response for each of the four indices. Standard errors are clustered at the country
level. The sample is at the firm-day level. p values are reported in parentheses.
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even larger impact on MNCs than our baseline
results suggest, and (2) taking Models 1 through 4
together, this finding is not robust. Notwithstand-
ing the differences from our baseline analysis, these
results are consistent with the idea that perfor-
mance of MNCs was hurt more significantly during
the crisis than that of DCs and that underperfor-
mance does not stem from some trend that began
before the crisis.

The results in the post-crisis period are consider-
ably different from those found in the baseline
model. First, three of the four models have coeffi-
cients that are statistically insignificant. Only one
of the four models has a statistically significant
coefficient, which is negative. Collectively, this
result, which employs various fixed effects and
higher frequency data, puts into question the
stability of these post-crisis results and begs the
question as to whether MNCs really recuperate

from their underperformance during the crisis
period. We leave this to future research to explore.

CONCLUSION
This paper revisits a central question in interna-
tional business and finance, namely the valuation
effects of multinationality during the COVID-19
pandemic. In particular, we analyze the stock price
reactions of multinational corporations (MNCs)
and purely domestic companies (DCs) in 73 coun-
tries to the COVID-19 crisis. Using daily stock
values from January through December 2020, we
find robust evidence that MNCs, on average, expe-
rience a significantly larger drop in value than DCs
in response to the crisis caused by the COVID-19
pandemic. To make matters worse, we only find
weak evidence that their post-crisis performance
closes the underperformance gap found during the
crisis.

Table 8 Robustness checks: alternative proxy for MNC, explanations and samples/method

Pre-crisis Crisis Post-crisis

(1) (2) (3) (4) (5) (6)

Panel A: Percentage foreign sales

MNC (% foreign sales) - 0.004

(0.351)

- 0.002

(0.599)

- 0.039

(0.002)

- 0.039

(0.003)

0.088

(0.000)

0.072

(0.001)

Controls YES YES YES YES YES YES

Country FEs YES YES YES YES YES YES

Observations 34,222 29,880 34,173 29,706 34,016 29,349

Adj. R2 0.088 0.099 0.254 0.277 0.156 0.172

Panel B: Alternative crisis period

MNC 0.001

(0.750)

0.003

(0.486)

- 0.018

(0.042)

- 0.018

(0.053)

0.063

(0.000)

0.057

(0.000)

Controls YES YES YES YES YES YES

Country FEs YES YES YES YES YES YES

Observations 34,177 29,842 34,108 29,764 33,987 29,429

Adj. R2 0.039 0.044 0.209 0.232 0.146 0.161

Panel C: Propensity score matching

MNC - 0.005

(0.128)

- 0.003

(0.455)

- 0.025

(0.017)

- 0.020

(0.062)

0.074

(0.000)

0.060

(0.000)

Observations 22,610 21,524 22,512 21,434 22,192 21,130

Adj. R2 0.115 0.114 0.701 0.708 0.504 0.512

This table displays the results of an alternative (i.e., continuous) proxy for MNC in Panel A, alternative crisis period in Panel B, and a Propensity Score
Matching in Panel C. MNCs (DCs) are firms with foreign sales C 10% (\10%). Matching criteria are country, firm size, country, firm size, ROA, and
Leverage in Models 1, 3, and 5. Matching criteria are country, firm size, ROA, Leverage, Tangibility, ROA Volatility, and Illiquidity in Models 2, 4, and 6.
The start of the crisis period is the first day of the five consecutive trading days with crash returns, where crash return refers to the return that is below
3.09 times the standard deviation of the mean daily returns from November 1 to December 31, 2019. The sample includes one observation for each
firm-period. Standard errors are clustered at the country level. p values are reported in parentheses.
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The MNC underperformance exists in most
countries around the globe, except notably in
North America, specifically, the U.S. Likewise,
MNCs in the majority of industries are dispropor-
tionately hard hit by the crisis, except for health-
care/drugs. Using daily data on government
responses to COVID-19 in various categories, such
as closure and containment, economic measures,
and health measures, we find that the stringency of
government responses exacerbates MNCs’
underperformance.

Finally, we explore the moderating effects of real
and financial factors on the impact of the pan-
demic on MNCs. Contrary to the effects of financial
(e.g., banking or currency) crises, which are much
more common, and on which much of the litera-
ture focuses, the strength of a nation’s financial
system actually serves to mitigate negative returns
in a crisis born from a pandemic of epic propor-
tions. Conversely, real factors, such as a firm’s
supply chain, human capital, and investment in
infrastructure, which bolster MNCs during finan-
cial crises, actually exacerbate negative crisis
returns in pandemic-born crises.

The MNC performance gap found in our paper is
surprising, given what we know about the value of
multinationality from both the finance and inter-
national business literature. Prior research found
that while there were some negative impacts of
internationalization of a firm’s operations, the net
effect was largely positive and many of the papers
focused on the reasons. Unfortunately, the theories
presented therein cannot fully grapple with a tail
event/crisis of this magnitude. The unique setting
of the COVID-19 pandemic highlights a situation
where aspects of MNCs, such as international
supply chains, human capital, or investments,
become liabilities to doing business. Prior to the
COVID-19 pandemic, the decision to internation-
alize one’s supply chain boils down to minimizing
cost. After 2020, managers certainly learned that
there are factors, such as travel bans, that make
internationalization of the firm fraught with chal-
lenges that were not previously considered. The
vulnerability of MNCs highlighted in our analysis
has implications for MNC managerial decisions
about both the global footprint of the firm and how
it does business going forward.

The valuation effects of firm globalization
through corporate diversification in the face of
incomplete markets (Errunza & Senbet, 1981, 1984)
and the economic effects of globalization have
been theoretically and empirically shown to be

beneficial. Showing that MNCs exhibit significantly
worse stock returns than DCs during and after the
onset of the crisis suggests that there may be a dark
side to globalization that COVID-19 has magnified,
and this is reflected in how stock markets have
revalued MNCs.
Our results add some richness to the interna-

tional business literature in that we identify a
situation where factors of internationalization,
which were thought to be mostly (if not exclu-
sively) positive drivers of firm value for MNCs
actually become drivers of value reduction. As we
eventually emerge from the pandemic, managers of
MNCs may make structural decisions that reflect
less vulnerability to large-scale crises. They may
also bring some business functions that were pre-
viously outsourced within the firm itself, to main-
tain control over vital aspects of the firm.
MNCs would benefit from research that analyzes

further what aspects of industries and businesses
helped them recovermore quickly than others.What
aspects of government responses were more benefi-
cial to MNC recovery (Guedhami, Knill, Megginson,
& Senbet 2022) and was there a trade-off between
short-term pain and long-term gain in that regard?
Further, our paper should be of interest to top
executives of MNCs as they prepare for future global
crises, pandemic-born or otherwise. Finally, while we
document the dark side of globalization, we also take
note of the positive moderating effect of well-func-
tioning financial systems. The policy implication is
further awakening by COVID-19 for robust develop-
ment of financial systems, and research into ingredi-
ents for development and financial inclusion is
warranted. This has the potential to extend research
to link the current theories of multinationality to
financial development outcomes.

ACKNOWLEDGEMENTS
We are grateful for helpful comments from Stav
Fainshmidt and Alain Verbeke (the editors), three
anonymous referees, Ruiyuan Chen, Steve Davis,
Sadok El Ghoul, Veljko Fotak, Jason Gong, Michael
Halling, Sattar Mansi, Atanas Mihov, Jide Wintoki,
David Reeb, Hyo Jin Yoon, Ying Zheng, seminar
participants at the University of Oklahoma, and con-
ference participants at the 2021 Academy of Interna-
tional Business, 2021 European Economics & Finance
Society (EEFS) Conference, IFABS 2021 Oxford Con-
ference, 2021 World Finance & Banking Symposium,
and 2021 Global Finance Conference. Senbet thanks

Journal of International Business Studies

The dark side of globalization Omrane Guedhami et al.

1631



the William E. Mayer Chair for research support. We
are responsible for all errors.

NOTES

1Consistent with the literature, in this paper we
use the terms globalization and internationaliza-
tion interchangeably.

2While being economically linked with China
increased the negative impact on the firm stock
returns during the early crisis period, Ramelli and
Wagner (2020) show that this effect began to
reverse after February 2020, once it became clear
that China could control the virus spread domes-
tically and would likely rebound economically
more quickly than other major economies.

3Openness also mattered. Low-income countries,
particularly sub-Saharan African countries, were hit
hard economically before the virus even appeared
on their shores. The premature impact occurred
because these economies are dependent on trade
with, and foreign direct investment and remit-
tances from, higher-income countries, particularly
the U.S., the EU, and China. Thus, transmission of
economic shocks from rich countries to poorer
countries happened prior to transmission of the
virus itself (Ramelli & Wagner, 2020).

4Gormsen and Koijen (2020) use dividend
futures’ contract prices over January–July 2020 to
estimate the drop in aggregate dividends in the
near term in various countries and regions. Com-
pared to estimates in January, estimates of dividend
growth had by July fallen by 8% in the U.S. and
Japan, and by 14% in the EU. Both these authors
and Landier and Thesmar (2020) estimate that the
required return on corporate equity increased sig-
nificantly during the crisis period due to an
increase in the unlevered asset risk premium and
the leverage-increasing effect of falling stock prices,
but that by the end of 2Q 2020, this was more than
offset by a one-percentage-point decline in the risk-
free interest rate. In other words, the discount rate
spread rise was fully offset by a fall in interest rates.

5See ‘‘Pandemics that Changed History’’ (https://
www.history.com/topics/middle-ages/pandemics-
timeline).

6Other views suggest that better access to low-
cost inputs of production from foreign markets and
tax-reduction opportunities allow MNCs to

enhance their values over DCs. For detailed discus-
sion of internationalization theories, see Morck and
Yeung (1991).

7https://www.wsj.com/articles/how-a-beer-giant-
manages-through-waves-of-covid-around-the-
world-11624830297?mod=Searchresults_
pos16&page=1.

8Reflecting the novelty of the crisis, the devasting
effects of the COVID-19 pandemic on the travel
and tourism industry were not observed during
other ‘‘routine’’ health-induced crises (e.g., SARS
and H1N1 outbreaks in 2002 and 2009, respec-
tively), in which the impact was limited to specific
countries and the demand for travel and tourism
remained strong worldwide even in the same
region of affected countries.

9In the case of regional heterogeneity, regions
may be thought of as aggregates of country-level
effects.

10In unreported robustness tests, we analyze 25%
and 33% foreign sales thresholds and find similar
results.

11https://github.com/OxCGRT/covid-policy-
tracker; https://www.bsg.ox.ac.uk/sites/default/
files/2020-05/BSG-WP-2020-032-v6.0.pdf.

12OxCGRT collected free responses as well. How-
ever, since these responses are not as easily utilized
in econometric analysis, we focus only on the first
two data types.

13The Palestinian Territory, which in our sample
comprises 93 observations, is not defined as being
in any region. We retain these observations for our
analyses but exclude them in the regional analyses
due to this lack of classification.

14We call for caution in interpreting the post-
crisis results, because the robustness checks dis-
cussed below suggest that the results are sensitive to
model specification.

15Results using abnormal returns in Tables 4
through 6 are available from the authors upon
request.

16See Berger et al. (2017) for an illustration of a
portfolio diversification theory in the context of
firm internationalization.

17These factors are measured at the country-year
level. Given that our sample term is less than 1
year, factors will be collinear with country fixed
effects. Therefore, we are left with using region
fixed effects instead of country fixed effects. We use
country fixed effects in the final table, which
includes these factors and analyzes firm-day
observations.
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18For brevity, results using the other three mea-
sures are omitted, but are qualitatively identical.

19Results for Tables 3 (Industry Heterogeneity)
and 4 (Regional/Country Heterogeneity) are robust
to the methods used in Panels A and B of Table 8.

20The results are robust to using the continuous
proxy as well as 25% and 33% cutoff alternatives.
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Table 10 Variable definitions

Variable Definition

Panel A: Firm-level variables (Source: Compustat Global)

Asset tangibility Property, plant, and equipment scaled by total assets

Crisis returns Cumulative return for firm i across the crisis period, which is determined by averaging returns for all

firms within a country from day t - 7 to day t to compare daily returns in our sample period with the

crash return crisis period as the first of five consecutive trading days with crash returns (defined as a

return below 3.09 times the standard deviation of the mean daily returns from November 1 to

December 31, 2019)

Illiquidity Amihud’s (2002) illiquidity measure, calculated as the absolute value of daily return-to-volume ratio

averaged over the fiscal year

Leverage Long-term debt scaled by total assets

Ln(Assets) Natural logarithm of total assets

MNC Dummy variable that equals one if firm i has greater than 10% foreign sales and zero otherwise

Pre-crisis returns Equally weighted average daily return for firm i across the pre-crisis period, determined by averaging

returns for all firms within a country from day t - 7 to day t to compare daily returns in our sample

period with the crash return crisis period as the first of five consecutive trading days with crash

returns (defined as a return below 3.09 times the standard deviation of the mean daily returns from

November 1 to December 31, 2019)

ROA Net income scaled by total assets

ROA volatility Standard deviation of ROA over the past 5 years

Panel B: The Government Stringency Index (Source: Oxford COVID-19 Government Response Tracker, Hale et al. (2021))

Panel B1: Closures and containment

School closing Ordinal measure that takes a value of:

0 – No measures

1 – Recommend closing

2 – Require closing (only some levels or categories, e.g., only high school or just public schools)

3 – Require closing all levels: No data – blank

Workplace closing Ordinal measure that takes a value of:

0 – No measures

1 – Recommend closing (or working from home)

2 – Require closing (or working from home) for some sectors or categories of workers

3 – Require closing (or working from home) for all-but-essential workplaces (e.g., grocery stores,

doctors)

Cancel public events Ordinal measure that takes a value of:

0 – No measures

1 – Recommend cancelling

2 – Require cancelling

Restrictions on gatherings Ordinal measure that takes a value of:

0 – No restrictions

1 – Restrictions on very large gatherings (the limit is above 1000 people)

2 – Restrictions on gatherings between 101–1000 people

3 – Restrictions on gatherings between 11–100 people

4 – Restrictions on gatherings of 10 people or less

Close public transport Ordinal measure that takes a value of:

0 – No measures

1 – Recommend closing (or significantly reducing volume/route/means of transport available)

2 – Require closing (or prohibiting most citizens from using it)

Stay at home

requirements

Ordinal measure that takes a value of:

0 – No measures

1 – Recommend not leaving home

2 – Require not leaving home, with exceptions for daily exercise, grocery shopping, and ‘‘essential’’

trips

3 – Require not leaving home with minimal exceptions (e.g., allowed to leave only once a week, only

one person can leave at a time)

Ordinal measure that takes a value of:
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Table 10 (Continued)

Variable Definition

Restrictions on

international travel

0 – No measures

1 – Screening

2 – Quarantine arrivals from high-risk regions

3 – Ban on arrivals from some regions

4 – Ban on arrivals from all regions or total border closure

Panel B2: Economic measures

Income support Ordinal measure that takes a value of:

0 – No income support

1 – Government is replacing less than 50% of lost salary (or, if a flat sum, it is less than 50% median

salary)

2 – Government is replacing 50% or more of lost salary (or, if a flat sum, it is greater than 50%

median salary)

Debt contract relief Ordinal measure that takes a value of:

0 – No

1 – Narrow relief, specific to one kind of contract

2 – Broad debt/contract relief

Fiscal measures Monetary value in USD of domestic fiscal stimuli, including spending or tax cuts but not including

emergency investment in healthcare or vaccines (if there is none, this value equals 0)

International support Monetary value announced if additional to previously announced spending (if there is none, this

value equals 0)

Panel B3: Health measures

Public information

campaign

Ordinal measure that takes a value of:

0 – No COVID-19 public information campaign

1 – Public officials urging caution about COVID-19

2 – Coordinated public information campaign (e.g., across traditional and social media)

Testing policy Ordinal measure that takes a value of:

0 – No testing policy

1 – Only those who (a) have symptoms AND (b) meet specific criteria (e.g., key workers, admitted to

hospital, came into contact with a known case, returned from overseas)

2 – Testing of anyone showing COVID-19 symptoms

3 – Open public testing (e.g., ‘‘drive-through’’ testing available to asymptomatic people)

Contact tracing Ordinal measure that takes a value of:

0 – No contact tracing

1 – Limited contact tracing – not done for all cases

2 – Comprehensive contact tracing – done for all identified cases

Confirmed cases Monetary value in USD of new short-term spending on health (if there is none, this value equals 0)

Confirmed deaths Monetary value announced if additional to previously announced spending (if there is none, this

value equals 0)

Panel B4: Comprehensive stringency indices

Government Response

Index

Comprehensive index that averages all of the closure and containment indices, income support,

debt contract relief, public information, testing policy, and contact tracing indices (13 components)

Containment Health Index Comprehensive index that averages all of the closure and containment indices, public information,

testing policy, and contact tracing indices (11 components)

Stringency Index Comprehensive index that averages closure and containment indices and health measures (9

components)

Legacy Stringency Index Comprehensive index that averages all of the closure and containment indices and the public

information index (7 components)

Economics Support Index Comprehensive index that averages the income support and debt contract relief values (2

components)

Panel C: Moderating factors

Panel C1: Real factors

Balance of trade Value of a country’s exports (goods) minus the value of its imports for a given period. Source: World

Trade Organization
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Table 10 (Continued)

Variable Definition

Balance of commercial

services

Value of a country’s exports (services) minus the value of its imports for a given period. Source: World

Trade Organization

Time to export – border

compliance

Number of hours it takes for exports to achieve border compliance, including: (1) customs

inspections and clearance, (2) inspections by other agencies, and (3) port or border handling at

most widely used port or border of the economy. Source: Doing Business, 2019

Employment growth Annual percentage change in the ratio of the employed to the working age population. Source:

ILOSTAT, National Sources, 2019

Employee training Survey-based index from 1 to 10 as to how much of a priority employee training is for companies in

a country. Source: IMD World Competitiveness Yearbook, 2019

Women with degrees Share of women in the population who have a degree. Source: OECS Education at a Glance, 2019

Total expenditure on R&D Total amount (in $US mil) spent on research and development. Source: UNESCO; national sources

Gross fixed capital

formation growth

Annual percentage change in the acquisition of produced assets, including the production of such

assets by producers for their own use, minus disposals. The relevant assets are those intended for use

in the production of other goods and services for a period of more than 1 year. Source, OECD, 2019

Panel C2: Financial factors

Stock market capitalization

(Bn)

Total market value of all firms listed on the stock market in each country. Source: Euromonitor

International 2019

Capital markets Survey-based index from 1 to 10 denoting how easy it is to access capital markets in a country

(higher numbers = more accessible). Source: IMD World Competitiveness Yearbook, 2019

Foreign investors Survey-based index from 1 to 10 denoting the extent foreign investors are free to acquire control of

a domestic company in a country (higher numbers = more open). Source: IMD World

Competitiveness Yearbook, 2019

State ownership of

enterprises

Survey-based index from 1 to 10 denoting whether or not state ownership is a threat to business

activities in a country (higher numbers = less of a threat). Source: IMD World Competitiveness

Yearbook, 2019

Venture capital Survey-based index from 1 to 10 denoting how easy it is to access venture capital in a country

(higher numbers = more available). Source: IMD World Competitiveness Yearbook, 2019

Corporate debt Survey-based index from 1 to 10 denoting how little corporate debt restrains the ability of

enterprises to compete (higher numbers = less restraint). Source: IMD World Competitiveness

Yearbook, 2019

Getting credit Score measuring two aspects of credit: (1) the legal rights of borrowers and lenders with respect to

secured transactions through one set of indicators and the reporting of credit information through

another, and (2) the coverage, scope, and accessibility of credit information available through credit

reporting service providers such as credit bureaus or credit registries. Source: Doing Business, 2019
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APPENDIX B
See Table 11.

Table 11 Moderating effects of the COVID-19 pandemic on MNCs under government stringency – alternative index

Factor = Balance of

trade (Bn)

Balance of

commercial Svc

(Bn)

Time to export –

border compliance

Employment

growth

Employee

training

Total

expenditure

R&D

Gross fixed capital

formation growth

(1) (2) (3) (4) (5) (6) (7)

Panel A1: Crisis period real factors in high stringency subsample

MNC 9 factor - 0.009

(0.046)

0.004

(0.327)

- 0.018

(0.102)

- 0.012

(0.148)

- 0.028

(0.040)

- 0.070

(0.017)

- 0.034

(0.197)

MNC - 0.012

(0.086)

- 0.009

(0.235)

- 0.025

(0.007)

- 0.018

(0.058)

- 0.028

(0.028)

- 0.067

(0.003)

- 0.010

(0.385)

Factor 0.131

(0.000)

- 0.102

(0.000)

- 0.005

(0.809)

- 0.051

(0.052)

0.064

(0.025)

– 0.024

(0.543)

Controls YES YES YES YES YES YES YES

Region FE YES YES YES YES YES YES YES

Obs. 108,128 108,128 138,578 108,128 108,128 218 1574

Adj. R2 0.578 0.588 0.535 0.563 0.555 0.719 0.700

Panel A2: Crisis period real factors in low stringency subsample

MNC 9 factor 0.002

(0.507)

- 0.003

(0.367)

- 0.011

(0.076)

- 0.007

(0.073)

- 0.001

(0.897)

0.000

(.)

- 0.006

(0.148)

MNC - 0.006

(0.163)

- 0.005

(0.237)

- 0.011

(0.001)

- 0.005

(0.126)

- 0.007

(0.007)

- 0.058

(0.000)

- 0.007

(0.052)

Factor 0.046

(0.178)

- 0.046

(0.016)

- 0.012

(0.223)

- 0.012

(0.080)

0.013

(0.276)

– 0.014

(0.174)

Controls YES YES YES YES YES YES YES

Region FE YES YES YES YES YES YES YES

Obs. 427,886 427,886 439,057 427,886 427,886 848 388,837

Adj. R2 0.516 0.517 0.519 0.517 0.517 0.503 0.486

Factor = Stock

market

capitalization (Bn)

Capital

markets

Foreign

investors

State

ownership

of enterprises

Venture

capital

Corporate

debt

Getting

credit score

(1) (2) (3) (4) (5) (6) (7)

Panel B1: Crisis period financial factors in high stringency subsample

MNC 9 factor 0.008

(0.331)

0.009

(0.069)

0.001

(0.927)

0.010

(0.165)

0.008

(0.265)

0.015

(0.092)

- 0.009

(0.512)

MNC - 0.022

(0.002)

0.000

(0.948)

- 0.011

(0.225)

- 0.011

(0.321)

- 0.019

(0.014)

- 0.011

(0.256)

- 0.026

(0.037)

Factor 0.035

(0.682)

- 0.077

(0.000)

- 0.103

(0.020)

- 0.060

(0.068)

- 0.047

(0.196)

- 0.037

(0.277)

- 0.080

(0.000)

Controls YES YES YES YES YES YES YES

Region FE YES YES YES YES YES YES YES

Obs. 108,128 108,128 108,128 108,128 108,128 108,128 138,578

Adj. R2 0.544 0.579 0.566 0.555 0.547 0.548 0.568

Panel B2: Crisis period financial factors in low stringency subsample

MNC 9 factor - 0.002

(0.387)

0.002

(0.588)

- 0.000

(0.925)

0.002

(0.653)

- 0.004

(0.245)

0.003

(0.581)

0.000

(0.910)

MNC - 0.004

(0.298)

- 0.002

(0.508)

- 0.003

(0.314)

- 0.005

(0.229)

- 0.002

(0.679)

- 0.003

(0.275)

- 0.009

(0.002)

Factor 0.000

(0.992)

- 0.015

(0.155)

- 0.018

(0.180)

- 0.019

(0.090)

- 0.014

(0.211)

- 0.018

(0.113)

- 0.026

(0.011)

Controls YES YES YES YES YES YES YES
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Table 11 (Continued)

Factor = Stock

market

capitalization (Bn)

Capital

markets

Foreign

investors

State

ownership

of enterprises

Venture

capital

Corporate

debt

Getting

credit score

(1) (2) (3) (4) (5) (6) (7)

Region FE YES YES YES YES YES YES YES

Obs. 427,886 427,886 427,886 427,886 427,886 427,886 439,057

Adj. R2 0.515 0.517 0.517 0.517 0.516 0.517 0.523

This table displays the results of the following OLS regression: RCrisis
i;d ¼ aþ b1MNCi � Factorþ b2MNCi þ b3Factorþ b4Xi þ e. Average daily returns are

from Compustat Global Daily from November 2019 to August 2020. MNCs (DCs) are firms with foreign sales C 10% (\10%). Factor is a vector of real
(Panels A1 and A2) or financial factors (Panels B1 and B2). Stringency sub-samples are based on the Stringency Legacy Index from the Oxford COVID-19
Government Response Tracker. X is a vector of firm-level controls including pre-crisis returns, the natural log of total assets, return on assets, and leverage.
Variable definitions are in ‘‘Appendix A’’. The start of the crisis period is the first day of the five consecutive trading days with crash returns, where crash
return refers to the return that is below 3.09 times the standard deviation of the mean daily returns from November to December 31, 2019. Region is
defined by World Bank. The sample is daily observations from countries whose government responses were greater than the median response for each
of the four indices. Standard errors are clustered at the country level. The sample is at the firm-day level. p values are reported in parentheses.
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