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This study explored the way in which institutions in a host country affect action
and performance of multinational corporations (MNCs), primarily focusing on emerging economies. In this
study, the degree of institutional development in host countries was operationalized and the difference
in institutions between the host country and the home country was measured. Using these measures of
institutions, this study investigated the way in which behavior that is normatively rational under
institutions of the host country affects an MNC' s performance. It also found factors that moderate the
relationship between normatively rational behavior and an MNC' s performance. In addition, this study
explored under which conditions MNCs adapt their practices to institutions of the host country when their
practices are incompatible with local institutions.
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