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As a popular non-market strategy, corporate political activity (CPA) benefits a firm’s risk

management and competitive advantage. However, the mechanism of promoting firms to

engage in corporate political activity remains obscure. Based on the behavioral theory of the

firm, this research develops a mediation model containing organization slack, entrepreneurial

orientation, and corporate political activity to investigate the prediction effect of different

types of slack, as well as the mediation effect of different dimensions of entrepreneurial

orientation. Based on the multiple informant data from 303 firms in China, this research

conducted ordinary least-squares estimation with SPSS and post hoc analysis with PROCESS.

The results support the main and key hypotheses. First, entrepreneurial orientation plays a

mediation effect between slack and corporate political activity. Second, financial slack pro-

vides stronger support to develop certain capabilities than operational slack. Third, two sub-

dimensions of entrepreneurial orientation play heterogeneous mediation effects according to

their different emphasis. Managerial attitude also mediates the effect of entrepreneurial

behavior effect toward CPA. This research enriches the antecedent research of CPA, deepens

our understanding of the CPA engagement mechanism, and extends the behavioral theory of

the firm.

https://doi.org/10.1057/s41599-023-01605-1 OPEN

1 Chang’an University, Xi’an, China. 2 Xi’an Jiaotong University, Xi’an, China. ✉email: liyanyan925@163.com

HUMANITIES AND SOCIAL SCIENCES COMMUNICATIONS |          (2023) 10:117 | https://doi.org/10.1057/s41599-023-01605-1 1

12
34

56
78

9
0
()
:,;

http://crossmark.crossref.org/dialog/?doi=10.1057/s41599-023-01605-1&domain=pdf
http://crossmark.crossref.org/dialog/?doi=10.1057/s41599-023-01605-1&domain=pdf
http://crossmark.crossref.org/dialog/?doi=10.1057/s41599-023-01605-1&domain=pdf
http://crossmark.crossref.org/dialog/?doi=10.1057/s41599-023-01605-1&domain=pdf
http://orcid.org/0000-0002-2793-8600
http://orcid.org/0000-0002-2793-8600
http://orcid.org/0000-0002-2793-8600
http://orcid.org/0000-0002-2793-8600
http://orcid.org/0000-0002-2793-8600
mailto:liyanyan925@163.com


Introduction

Corporate political activity (CPA) drew considerable
attention in recent years for its benefit in understanding
the environment (Lawton et al., 2013), managing external

environmental risk (Abdurakhmonov et al., 2022; Eesley and
Lenox, 2006; Choi et al., 2021; Schuler et al., 2019), and facil-
itating favorable policy (Brown et al., 2022; Sun et al., 2012;
Liedong et al., 2020) and building strategic advantage (Hadani
et al., 2017a; Yan et al., 2018; Shirodkar et al., 2022; Kingsley et al.,
2012). Evidence indicated that firms are expending ever-
increasing resources to CPA (Brown et al., 2018, 2022; Hadani
et al., 2017a, 2015; McDonnell and Werner, 2016), and there is no
sign that this trend is likely to slow down in the future (Evers-
Hillstrom et al., 2020; Brown et al., 2022).

Following this trend are massive researches on the predictors of
CPA. While researchers have examined antecedents of CPA, these
were often looked at from firm, industry, or broader environ-
mental factors but with much less attention to factors internal to
the firm (Brown et al., 2022). Existing studies frame the external
antecedents of CPA from the political environment (Brown et al.,
2020; Werner, 2017; Abdurakhmonov et al., 2022) and social
environment (Hadani et al., 2019, 2018), in which the firm
operates in a different level.

Some prior internal predictors research focused on the firm’s
subjective elements, such as ownership structure and firm size
(Hadani et al., 2015; Wöcke and Moodley, 2015), which investi-
gated the effect of a firm’s resources on CPA engagement.
However, there remain inconsistent findings related to the effect
of firm resources (Lux et al., 2011). What’s more, the role of
business representatives’ behavior in conducting political endea-
vors has been overlooked (Scherer, 2018). Despite previous calls
to examine the relationship between corporate political actions
and individual behavior (Hillman et al., 2004), a wider focus has
been put on the macro-level of firms (Maak et al., 2016; Scherer,
2018), leading the micro-level predictors being heavily neglected.
While their role is pivotal to understanding corporate political
behavior. Some scholars noticed the importance of micro-level
managerial factors in the CPA engagement field and found CEO
characteristics (Johnson, 2019; Rudy and Johnson, 2019) and
managerial discretion (Minefee et al., 2021; Nalick et al., 2023;
Greiner and Lee, 2020) matters. However, the process and
mechanism remain an enigma, as reflected in inconsistent argu-
ments, limited explanatory power, and ambiguous functional
mechanism.

The behavioral theory of the firm asserts that political
engagement can be understood from the willingness and ability to
engage in CPA (Rehbein and Schuler, 1999). Although existing
research indicated that willingness and ability both matter, lim-
ited empirical evidence exists. Thus, the ignorance of the sub-
jective willingness to engage in CPA is a prominent gap in the
prior research on the antecedents of CPA, the role of business
representatives’ behavior in conducting political endeavors has
been overlooked (Scherer, 2018).

As the surrogate of the firm’s political ability, the firm’s
resources presented numerous foci, among which organizational
slack was deemed important. Investigations on the relationship
between organizational slack and CPA hold opposite views: the
school of positive relationship posits that firms with high levels of
slack will more actively conduct CPA because they can afford to
do so (Hadani et al., 2015), whereas the other schools postulate
that because of low levels of slack, CPA may be the only way to
rectify their resource woes (Hillman et al., 2004). However, these
arguments take slack as a uni-dimensional variable, while it could
be further distinguished by flexibility and scarceness (Bradley
et al., 2011), thereby might generating different effects on the
firms’ engagement in CPA. Extant research failed in tapping such

differences and was incapable of probing their diversified effects,
which might also be the reason for the inconsistent findings.

In terms of the firms’ willingness, the decision to engage in
CPA is related to the firm’s orientation and the manager’s pre-
ference. As an important strategic orientation, entrepreneurial
orientation (EO) not only decides the firms’ behavior tendency
toward innovativeness and proactiveness (Wales, 2016), based on
which firms’ need and possibility of engagement could be eval-
uated; but also reflects the firms’ managerial attitude toward risk
(Anderson et al., 2015), which influences the managers’ decision-
making process in relation to CPA engagement. In other words,
investing in CPA involves great risks, and firms with a favorable
managerial attitude toward risk are more likely to engage in CPA
(Greiner and Lee, 2020; Den Hond et al., 2014). Unfortunately,
after Hillman et al. (2004) called for more effort to study the
influence of top management on the firm’s CPA, some scholars
investigated the importance of managerial factors in the CPA
engagement field and found CEO characteristics (Johnson, 2019;
Rudy and Johnson, 2019), and managerial discretion (Minefee
et al., 2021; Nalick et al., 2023; Greiner and Lee, 2020), but the
research still minimally focused on the influence of the firm’s
orientation and managerial attitude.

Moreover, Lux et al. (2011) indicated that antecedent variables
drawn from traditional theories that explain why firms engage in
CPA have limited explanatory ability (accounting for 2–4% of the
variance in CPA on average), thereby verifying that the existing
objective factors may not directly influence CPA. As many
scholars suggested, EO may affect the firm’s decision to engage in
CPA (Den Hond et al., 2014; Covin and Lumpkin, 2011), thereby
implying a potential mediation mechanism between objective
antecedents and CPA engagement. However, the mechanism
containing objective resource ability and subjective willingness
towards CPA engagement is yet to be validated theoretically and
empirically.

To complement these knowledge inadequacies, we propose a
conceptual model that contains the factors of the firms’ objective
ability and subjective willingness to engage in CPA, and we
investigate how firms’ resource foundation and willingness to
engage in CPA may affect their CPA activities. In particular, we
consider resource slack as the indicator of the firm’s ability to
engage in CPA and specify the diversified effects of two different
types of slack on the firms’ engagement in CPA. Given the
importance of EO during the decision process, we also examine
the mediating effect of EO in the slack–CPA path to better
interpret the firms’ engagement in CPA. Unlike the widely used
three-dimension paradigm (innovativeness, proactiveness, and
risk-taking attitude) of EO (Brettel et al., 2015; Wales et al., 2013),
we adopt a two-dimension definition (entrepreneur behavior
preference and managerial attitude toward risk) from Anderson
et al. (2015) for three reasons. First, the three-dimension para-
digm has long suffered from the issue that the “covariation
between proactiveness and innovativeness is independent of
variations in risk taking” (Lomberg et al., 2017), a condition that
would be complemented by our two-dimension paradigm. Sec-
ond, our paradigm delineates the two key attributes—behavioral
and attitudinal—of the behavior preference of entrepreneurs.
Third, the firm’s orientation toward risky projects and the
manager’s attitude in the decision-making process, as our
research focuses, would be better aligned with the two sub-
dimension paradigms.

Our research would thus add to the CPA literature in the
following ways. First, our research unfolds and empirically tests
the heterogeneous effect of different kinds of slack (i.e., financial
slack and operational slack) due to their different scarceness and
flexibility in affecting the firm’s engagement in CPA, thereby
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enriching the knowledge of the antecedents of CPA. Second, we
probe into the black box of the decision-making process to engage
in CPA by investigating how firms’ willingness and ability may
function to affect the firms’ engagement in CPA, and we identify
a slack–EO–CPA route to interpret such engagement, which not
only calls back the advocate of more research on the role of
managerial orientation on CPA, but also extend the under-
standing of CPA engagement mechanism. In addition, we deepen
the behavioral theory of the firm by examining the mediating
effect of willingness between ability and decision-making and
portray the nature of the organizational decision-making
behavior.

Theory foundation and hypotheses development
Behavioral theory of the firm and CPA engagement. CPA is a
firm’s attempt to shape government policy to advance private
ends (Hillman et al., 2004). The overall objective of political
behavior is to produce public policy outcomes that are favorable
for the firm’s continued economic survival and success. To
accomplish their goals, firms must respond to the external poli-
tical environment by organizing their resource. Whether firms
decide to engage in CPA or not is closely related to the organi-
zation’s resource and strategic orientation. The behavioral theory
of the firm posits that corporate strategists have limited infor-
mation about the political environment and are rationally
bounded in decision-making. Accordingly, Schuler and Rehbein
(1997) proposed a filter model to investigate the firms’ engage-
ment in CPA and stated that the firms’ structures, procedures,
experiences, and resources mediate the relations between the
firms’ external political environment and political engagement.
On the basis of the filter model, a firm’s resource status is the
most robust factor, because a firm’s slack resource affects its
search for political solutions to environmental problems (Schuler
and Rehbein, 1997; Quan et al., 2020). Specifically, slack is a
cushion of resources that companies can utilize both to tackle
threats (e.g. regulatory influences, Islam et al., 2021) and exploit
opportunities (e.g. maintaining relationships with the govern-
ment, Uddin et al., 2018). Slack resource affects the firms’
interpretation of the political environment and endows firms with
the ability and confidence to pursue political goals.

Aside from slack resources, firms’ subjective preference also
plays a significant role in affecting their political engagement. In
particular, the standing groups, such as the top management
teams or the boards of directors, and loose collections of
individuals, such as Cyert and March’s dominant coalition
(Argote and Greve, 2007), are responsible for much of a firm’s
decision making, including the decision of engage in CPA. As a
result, the strategic orientation of managers matters in CPA
engagement because successful firms tend to view their external
political environments as opportunity sets, within which they face
choices about what objectives to pursue and how to pursue them
to serve their interests (Oliver and Holzinger, 2008). EO, as a
typical preference, represents the firm’s inclination toward
innovative and risky projects and the attitude toward taking
action. In other words, EO represents the values of the enterprise
and the decision-making style of managers, and it could be a key
indicator of whether firms will engage in CPA. Unfortunately, the
relationship between EO and CPA received limited attention in
existing research.

As mentioned above, ability and willingness are critical in CPA
engagement. Existing entrepreneurship and innovation studies
confirmed that slack can improve the level of EO (Hughes et al.,
2015; Bradley et al., 2011). For example, Hughes et al. (2015)
posited that the availability of slack resources is an enabler of EO
according to resource orchestration theory. On the basis of the

filter model, slack resources might induce firms to participate in
political affairs, and specifically, the firms’ willingness (EO) could
organize resources for the purpose of engaging in CPA.

Organizational slack and CPA. Organizational slack refers to the
stock of excess resources available to an organization during a
given planning cycle (Li et al., 2017; Iyer and Miller, 2008).
Organizational slack has been treated as a positive antecedent of
political strategy because it represents a firm’s controlled
resources that could be leveraged to implement its political
strategy (Hadani et al., 2015; Tan and Peng, 2003). Hadani et al.
(2017b) found that the more resources firms spend on political
activities, the more the value of political contacts would increase.

Organizational slack has different types, such as financial and
operational slack (Chu et al., 2021) and absorbed and unabsorbed
slack (Argilés-Bosch et al., 2016). We focus on financial and
operational slack for their clear distinction in terms of flexibility
and scarcity, which are key features related to the function of
slack. Financial slack refers to the level of available liquid assets
the firm possesses above what it needs for its current operations
(e.g., cash on hand, Kiss et al., 2018). It is valuable, less scarce, and
easier to reallocate to multiple activities (Voss et al., 2008; Chu
et al., 2021). While operational slack is generally tied to a specific
purpose within an organization because it derives from unused or
underutilized operational resources, such as excess production
capacity (Tan and Peng, 2003). Thus, operational slack is
relatively difficult to reallocate to alternative uses in the near
term (Chu et al., 2021). In this case, the different characteristics of
these two types of slack could respond differently to external
political situations (Oliver and Holzinger, 2008), and endow them
with heterogeneous abilities for supporting CPA engagement
activities.

In particular, because conducting CPA is costly, firms with
sufficient financial slack would be more capable of investing in
CPA (Quan et al., 2020). Financial slack allows a firm to engage in
CPA without putting itself at high risk by increasing debt and
financially overextending (Hewa Wellalage et al., 2020), which
increases the tolerance of failure; moreover, only those who have
financial slack are able to engage in networking activities
necessary to connect with elite ties (Adomako et al., 2021). Thus,
firms could gain enough exposure in the political field and engage
in CPA more easily. Conversely, operational slack may not be
able to provide immediate relief for a crisis when firms face
environmental challenges (Tan and Peng, 2003). However, such
resources could be utilized as a buffer or cushion (Huang and
Chen, 2010). What’s more, it could increase the firm’s capacity to
interpret valuable political information and guide the policy-
making process because of its historical knowledge accumulation
(Lee et al., 2021). Furthermore, well-organized operational slack
smoothens daily operations and would establish a relatively
stress-free organizational atmosphere that facilitates firm engage-
ment in CPA (Lee et al., 2021).

However, relative to the support of financial slack, the effects of
operational slack on CPA would be less obvious for the following
reasons. Financial slack could be quickly deployed to a specific
activity; therefore, the political activity could use financial slack
promptly and directly. Conversely, operational slack is history
and routine dependent and hard to redeploy. Thus, the support
for CPA is reflected by interpreting external political information
and maintaining routine activities. Therefore, the influence of
operational slack on CPA will not obtain instant results, and
financial slack could generate a significant effect on a supporting
firm’s CPA activity. Thus, we propose the following:

H1a: Financial slack and operation slack are positively related
to CPA; and
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H1b: The positive relationship between financial slack and
CPA is stronger than that of operational slack.

Organizational slack and EO. A firm’s degree of entrepreneur-
ship is the extent to which it innovates, acts proactively, and takes
risks (Huang and Wang, 2011; Miller, 1983). As discussed above,
we define EO as a firm-level construct composed of two dimen-
sions based on Anderson et al. (2015): entrepreneurial behaviors
(encompassing innovativeness and proactiveness) and managerial
attitude toward risk (risk-taking). Firms with a high level of
entrepreneurial behaviors will pursue new products, processes, or
business models (e.g., innovativeness), and then commercialize
those innovations in new product/market domains (e.g., proac-
tiveness). The managerial attitude toward risk refers to the
inherent managerial inclination which showed by senior man-
agers when they were dealing with developing and implementing
firm-level strategies, thereby favoring strategic actions that have
uncertain outcomes. This definition clearly encompasses the two
attributes of behavior and attitude of EO and is consistent with
that of Miller (1983), who posited that EO is the joint exhibition
of observed entrepreneurial behaviors and a managerial inclina-
tion. The definition also gets empirically validated by following
research (e.g. Ling et al., 2020).

As a strategic orientation, a firm’s EO is influenced by its
resource base (Hughes et al., 2015; Bradley et al., 2011; Patel et al.,
2015). Wales et al. (2021) observed that EO captures how
organizations orchestrate, configure, and put their resources to
work in new combinations (Miao et al., 2017), essentially
consuming resources in the process of opportunity exploration
and pursuit of new value creation (Wales et al., 2020). Compared
with operational slack, financial slack is more flexible and easily
redeployed. Companies with surplus financial resources have less
concern “to make painful trade-offs than those that have to
pursue multiple objectives with rather limited slack resources”
(Xiao et al., 2018, p. 140), thus it can provide sufficient research
funds for expensive innovative trials and supports many
innovative projects to enhance the success rate of innovative
and proactive trials (Liu et al., 2014). Second, financial slack
enables organizations to divert attention away from “firefighting”
to focus instead on expansive thinking and risky, innovative
ventures with potentially high payoffs (Nohria and Gulati, 1996).
In keeping with previous research (Marlin and Geiger, 2015), we
expect that higher financial slack will be associated with increased
innovation disposition, which entails unpredictable investments
and uncertain near-term returns.

As for operational slack, its support is always hidden deeply.
Given historic accumulation, operational slack not only ensures
adequate function but also implies scarce valuable support for the
efficient deployment of resources (Huang and Chen, 2010).
Operational slack can support entrepreneurial activities by
equipping them with professional staff and facilities and by
offering reasonable innovative ideas for better exploring the
external environment (Uddin et al., 2018).

A comparison of the effect of different slack types on CPA
shows that financial slack also presents a stronger effect on
entrepreneur behavior because of the difference in flexibility and
the requirement of entrepreneur behavior. Entrepreneur behavior
relies heavily on trial and error and should be supported by
flexible and instant financial resources. Although operational
slack provides solid backing, its promotion effect is not as obvious
as that of financial slack. Thus, we propose the following:

H2a: Financial slack and operational slack are positively related
to entrepreneurial behavior.

H2b: Financial slack shows a stronger positive relationship
toward entrepreneurial behavior.

The managerial attitude toward risk could also be enhanced by
financial slack and operational slack. With a high level of financial
slack, firms could tolerate more failures (Wieczorek-Kosmala and
Błach, 2019), and managers would be more capable of searching
for new opportunities in their environments (Bradley et al., 2011;
Jang et al., 2019), experimenting with new strategies, and
pursuing goals to a greater degree without consideration of risk,
thereby causing the firm to engage in risky management and
high-risk projects (Wieczorek-Kosmala and Błach, 2019). Overall,
financial slack promotes a manager’s confidence and capability to
take risks.

Operational slack involves expensive facilities and skilled staff,
which can ensure the firm’s implementation of bold ideas and
thus increase the managers’ confidence in conducting innovation
and their orientation toward risk-taking. Second, operational
slack removes trouble at home for the firm’s risk-taking behavior,
and such a situation offers space for managers to focus on
external exploration behavior and future strategy (Lee et al.,
2021). George (2005) found that a high level of operational slack
can make managers more aggressive in market competition.
Thus, we proposed that a high level of operational slack could
encourage a risk-taking managerial attitude.

Compared with the effects of financial slack, the encouraging
effect of operational slack on managerial attitude toward risk is
more silent because of its low flexibility and historically
accumulated characteristics. While financial slack could offer
timely and conspicuous support. Thus, the supportive effects of
financial slack will be more prominent in conducting risky
projects. Consequently, we propose the following:

H2c: Financial slack and operational slack are positively related
to managerial attitude toward risk.

H2d: Financial slack shows a stronger positive effect toward
managerial attitude toward risk.

EO and CPA. EO captures how organizations orchestrate, con-
figure, and put their resources into opportunity exploration and
future strategy (Miao et al., 2017; Wales et al., 2020), it decides the
firm’s resource arrangement and strategy behavior. Brown et al.
(2022) found that a firm’s future plans might influence its
engagement in CPA. Thus, we argue that a firm’s EO could act as
the firm’s willingness toward CPA, and firms with high-level EO
prefer to allocate resources to activities that are aggressive, and
risky but with higher returns, which is in accordance with the
characteristics of CPA.

First, the firm’s entrepreneurial activity highlights R&D and
product innovation behavior. In this situation, CPA would likely
be pursued because it provides firms with necessary government/
policy support to protect intelligent property and ensure fair
competition (Kotabe et al., 2017). Entrepreneurial behavior needs
protection from related policies (e.g., intellectual protection) and
would be effectively enforced when firms are actively engaged in
CPA. Furthermore, pursuing CPA may bring government
procurement or promotion, which benefits the firm’s innovation
strategy (Xin and Pearce, 1994). Thus, firms with high EO are
more likely to engage in CPA to seize the possible innovation
opportunities associated with those government-related benefits.
Empirical evidence has also suggested that firms make comple-
mentary investments between R&D and CPA (Ozer, 2010).

Second, compared with conservative enterprises, firms with a
high managerial attitude toward risk have a greater tendency to
invest in risky projects with a higher return. Engaging in CPA is
thus more likely to be treated as a rational investment decision.
Existing research has found that engaging in CPA might be a
profit-maximizing approach (Rudy and Cavich, 2020; Brown
et al., 2022). Firms with a high risk-taking managerial attitude can
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screen opportunities in CPA and predict the potential strategic
influence of CPA on firms (e.g., policy advantage and domain
defense, Lawton et al., 2013). Thus, we propose the following:

H3a: Entrepreneurial behavior is positively related to CPA.
H3b: Managerial attitude toward risk is positively related

to CPA.

The mediating effect of EO. Thus far, organizational slack
(financial slack and operational slack) has been hypothesized to
positively impact firms’ EO (entrepreneurial behavior and man-
agerial attitude toward risk) which, in turn, have positive effects
on CPA. A meaningful idea we now propose is that EO mediates
the relationships between organizational slack and CPA in two
ways. First, as the stock of excessive available resources, organi-
zational slack always draws the managers’ attention toward the
maximization of such resources. It encourages and supports firms
to pursue opportunities, engage in trial and error, and take risks
(Wieczorek-Kosmala and Błach, 2019). In other words, organi-
zational slack cultivates the firm’s EO. Meanwhile, the opportu-
nities to engage in CPA should be sensed by managers in the first
place, followed by the willingness to seize them by using orga-
nizational resources (Penrose and Penrose, 2009). In this con-
sideration, a manager’s EO depends heavily on slack foundations
to sense CPA opportunities and arrange resources to take action.
Existing evidence found that the alignment of a firm’s strategy
and structure leads to better political engagement (Brown et al.,
2022), thus firms could engage in CPA when the firm’s resource
structure could be aligned with EO. Second, because a firm’s
strategic orientation for organizing its resources greatly affects its
value creation potential (Hitt et al., 2011), the firm’s attitude
toward entrepreneurial activity and risky projects could change
the direction of the firm’s resource deployment. Organization
slack lays the foundation for a firm’s engagement in CPA, but the
realization of such engagement relies on the firms’ allocation and
redeployment, which are decided by the firms’ decision-making
process. As a risk-taking decisive preference, EO could thus
function as the enabler to leverage the firm’s slack resource to
support costly and risky CPA. In general, the firm’s slack will
influence EO and through it affect CPA engagement, and the EO
must depend on slack resources to play a role during the process
of CPA engagement. Thus, we propose hypotheses H4a and H4b.

H4a: Entrepreneurial behavior mediates the positive effect
between financial/operational slack and CPA.

H4b: Managerial attitude toward risk mediates the positive
effect between financial/operational slack and CPA.

The research framework is shown in Fig. 1.

Methodology
Sampling and data collection. This study used a questionnaire
survey to collect data from 303 firms located in 23 provinces of

mainland China. The survey process was undertaken between
2010 and 2011, nearly three years after ‘stimulus packages issued
by Chinese governments since the 2008 economic crisis have
strengthened government influences’ (Li et al., 2013, p. 207),
which cultivate a relatively consistent external environment,
under which firms realized the importance of government com-
prehensively and made decisions on whether engage in CPA
mainly based on their internal heterogeneity. It’s a proper
empirical context to investigate the internal mechanism of a
firm’s engagement in CPA.

The research uses techniques like translation and back
translation, employing local researchers, and using face-to-face
interviews as key methods to obtain reliable and valid data. Ten
senior managers from top or middle-level positions within their
organizations were interviewed for a pilot survey. These
interviewees were requested not only to answer all the
questionnaire items but also to provide feedback about the
design and wording of the survey instrument, then the
questionnaire was refined according to these interviews.

Generally, the formal survey process was conducted with three
processes. First, as China’s 31 provinces have varying levels of
institutional development, we divided them into three regions:
region A (10 eastern and coastal provinces), region B (10 middle
provinces), and region C (11 northwestern provinces). We
randomly selected 500 firms from the published industry
directories in each region. Second, we hired and trained eight
experienced interviewers to contact the selected firms via email
and telephone to solicit cooperation. The interviewers visited the
firms that agreed to participate and conducted face-to-face
interviews (1–1.5 h). We collected 980 responses from 490 firms,
dropped the responses with missing data on key constructs, and
finally get 606 questionnaires from 303 firms (two respondents
and corresponding questionnaires were required from every
firm), the response rate was 10.1% (303/1500).

Among the sample, 42.90% of firms are from region A, 25.75%
of firms are from region B, and 31.40% of firms are from region
C. These firms cover different ownership structures, including
state-owned and controlled enterprises (36.3%), privately owned
and controlled enterprises (28.7%), joint ventures (9.9%), foreign
direct investments (10.9%), and other types (14.2%). Regards to
the firm size, based on the criteria of annual sales, 38.94% of firms
are below ¥5 million; 29.04% of firms are between ¥5 million to
¥5 billionaire; and 21.12% of firms are over ¥5 billionaire.
Moreover, the respondents (36.63% middle managers, 9.41%
CEOs, and 40.26% non-CEO top managers, the remaining
13.70% didn’t provide position information, but were at least
middle-level managers) had an average of 8.75 years of work
experience in their current firms and an average of 5.76 years of
experience in their current positions.

We used t-tests for nonresponse bias by comparing the
participating and nonparticipating firms in terms of size, age, and
ownership. The results indicated no significant differences
(P > 0.05).

Measurements. The variables were all measured with multi-item
scales, and all items were randomly ordered to minimize the bias
from the survey method. Each of the scale items used a Likert-
type response format ranging from 1, “strongly disagree” to 7,
“strongly agree”. The CPA scale was designed based on the
research of Hillman and Wan (2005) and Wei (2006). We deleted
unsuitable items in China such as campaign contributions. The
measurement of organization slack was adopted from Tan and
Peng (2003) and Voss et al. (2008), and their scale has been
widely used in the literature (e.g., Su et al., 2009). EO was mea-
sured by following the insights of Wang (2008) and Anderson

Financial slack

Operational slack

Entrepreneurial 

behaviors(EB)

Managerial attitude 

towards risk(RM)

CPA

Fig. 1 Research framework of organizational resource and willingness
towards CPA engagement. Organizational resource contains
organizational slack, and the willingness refers to entrepreneurial
orientation. Financial slack and operational slack influence CPA
engagement through entrepreneurial behaviors and managerial attitude.
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et al. (2015) by asking the respondents about the level of the
firm’s innovative and proactive activity, the propensity to engage
in risky projects, and the managers’ preference for bold versus
cautious acts to achieve firm objectives. These items can be seen
in Table 1.

Several factors that might influence the organizational
slack–CPA relationship are controlled. Different industry devel-
opment stages indicate different policy demands, and guide firms
to identify and react to the environment (Maylín-Aguilar and
Montoro-Sánchez, 2021). Thus, we controlled the industry
development stage. It was measured by a four-point scale with
1, “start-up stage,” 2, “growth stage,” 3, “mature stage,” and 4,
“decline stage.” Industry competitiveness has been examined as
the antecedent of CPA (Hillman et al., 2004). Then we controlled
competitiveness by evaluating the degree of competition in their
industry with a five-point Likert scale (adapted from Gao et al.,
2008). By asking the respondents to report the firm’s average
market share in three years and calculating the corresponding
logarithms, we controlled for the firm’s market share, which also
has been treated as antecedents (Lawton et al., 2013; Liedong
et al., 2020). We also controlled marketization to rule out the
possible influence of heterogeneous institutional and market
environments, and the composite index of marketization followed
the research results of Fan et al. (2003). Finally, we controlled two
industry sector variables: high-tech industry with 1 representing
the high-tech industry firms and 0 for otherwise, and manu-
facturing sector with 1 representing the manufacturing firms and
0 for otherwise (Peng and Luo, 2000).

Data analysis. This research used SPSS 19.0 software with
ordinary least-squares (OLS) estimation. All variables were ran-
domly selected from the two sample databases.

First, confirmatory factor analysis (CFA) was conducted by
using Amos 17.0 software to determine the uni-dimensionality,
discriminant validity, and convergent validity of the variables. A
five-factor model was examined in which the indicators of the five
variables were loaded distinctively on their corresponding latent
variables. This hypothetical model revealed adequate fit with the
data (χ2= 262.648, d.f.= 94, P < 0.001; NFI= 0.910, CFI= 0.939,
TLI= 0.923, RMSEA= 0.077, AIC= 378.648). In addition, in the

five-factor model, the measures possessed convergent validity
because all items were significantly loaded on their respective
latent variables (the smallest critical value is 8.941 with the largest
P-value of 0.000). The construct reliability values as measured by
Cronbach’s α all exceeded 0.80 (see Table 2), thereby suggesting
that these measures have good internal consistency. These results
assured the validity and reliability of the measures in this research.

To further examine the discriminant validity of the measure-
ment, we compare the variance shared between the constructs
with the average variance extracted (AVE) for each individual
construct. Table 3 includes the square roots of the AVE for each
latent variable along the diagonal and the correlation coefficients
among all theoretically related constructs in the off-diagonal
elements. The discriminant validity of a construct is adequate
when the diagonal element is greater than each of the off-diagonal
elements in the corresponding rows and columns. Results in
Tables 2 and 3 satisfied those requirements. Evidence from the
results of CFA and AVE analysis indicated that each construct in
this study is more closely related to its own reflective indicators
than to those of other constructs.

Table 3 reports the descriptive statistics, correlations, standard
deviations, and the square roots of AVE values for each latent
variable in this study.

Results
Regression results. To test the hypotheses, we used a hierarchical
regression model. To assess the explanatory power of each set of
variables, we include only the control variables in the first step,
and subsequently added organization slack and EO to the model.
We summarize the results in Table 4.

H1 involves examining the effect of slack on CPA. As Model
2 showed, both financial slack (β= 0.322, P < 0.001) and
operational slack (β= 0.151, P < 0.01) promote the firm’s
engagement in CPA. To compare the different effects of financial
slack and operational slack, we developed a Z test. The result of
the Z test (Z= 1.60 > 1.58) significantly supports H1a and H1b.

Z ¼ b1 � b2
ffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffi

SEb21 þ SEb22
p ð1Þ

Table 1 Measurement items.

Variable Items

CPA C1:Companies are often involved in the government decision-making process to avoid adverse effects.
C2:Companies often adopt public relations activities to maintain their image and position in society.
C3:Company executives are directly involved in the decision-making process as representatives of the National
People’s Congress and the Chinese People’s Political Consultative Conference.
C4:Companies directly influence the development of public policy by participating in the government’s decision-
making process and in lobbying methods.
C5:Companies will influence government policies through industry associations.

Financial slack U1:Whether the firm’s retained earnings are sufficient for market expansion.
U2:Whether it has a pool of financial resources that can be used on a discretionary basis.
U3:Whether it can secure necessary bank loans.

Operational slack A1:Whether the firm’s production capacity has a considerable margin.
A2:Whether the firm has been operating below-engineered capacity.

Entrepreneurial behavior E1:In general, the top managers of our organization favor a strong emphasis on R&D, technological leadership, and
innovations.
E2:In the past three years, our organization has marketed a large variety of new lines of products or services.
E3:In the past three years, changes in our products or service lines have been mostly of a major nature and reflect our
firm’s tendency to lead or develop new procedures, technologies, and new products or services.

Managerial attitude toward risk R1:In general, the top managers of my organization have a strong propensity for high-risk projects (with chances of
very high return).
R2:Owing to the nature of the environment, the top managers believe that bold, wide-ranging acts are necessary to
achieve our organization’s objectives.
R3:When uncertainty is present, our organization typically adopts an aggressive posture.
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Mediating effect. Following Baron and Kenny (1986), the med-
iating effects in H4 were tested through four steps. The first step
(Models 2) shows the main effect of financial/operational slack.
The second step (Model 3) tested the effect of mediators on CPA,
as entrepreneurial behavior (β= 0.071, P > 0.1)/managerial atti-
tude toward risk (β= 0.192, P < 0.01). Entrepreneurial behavior
does not show a positive effect on CPA, whereas managerial atti-
tude toward risk has a significant positive effect on CPA. There-
fore, H3a does not hold, but H3b does. Third, we investigated the
relationship of organizational slack and EO (Models 4 and 5). Both
financial slack (β= 0.196, P < 0.01) and operational slack
(β= 0.204, P < 0.01) promote entrepreneurial behavior. As to the
managerial attitude toward risk, both financial slack (β= 0.233,
P < 0.01) and operational slack (β= 0.239, P < 0.01) have positive
and significant effects; thus, H2a and H2c hold. This study also
compared the different effects of financial and operational slack on
EO, but the results of the Z test reveal no significant difference.
Fourth, we tested the mediating effect of entrepreneurial behavior
and managerial attitude toward risk (Models 6–9). Models 6 and 7
indicate that entrepreneurial behavior does not significantly med-
iate financial slack or operational slack’s positive effect on CPA.
Thus, H4a is not supported. Models 8 and 9 present the mediating
effect of managerial attitude toward risk. Managerial attitude
toward risk significantly and partly mediates financial slack or
operational slack. Thus, H4b holds.

Post hoc analysis. As the OLS regression’s results showed,
entrepreneurial behavior’s mediating effect is not significant.
Moreover, entrepreneurial behavior’s direct effect on CPA is not
significant when taken together with managerial attitude toward
risk. To further rule out a potential relationship between entre-
preneurial behavior and managerial attitude toward risk, an
additional PROCESS model was proposed. We used PROCESS to
test the mediation linkage effect. As Table 5 shows, entrepreneurial
behavior’s effect can be transferred by managerial attitude toward
risk. The firm’s managerial attitude toward risk exerts a solid and
strong mediating effect on promoting engagement in CPA.

Both financial slack and operational slack have a positive effect
on CPA. The mediating effect of entrepreneurial behavior is not

Table 2 Descriptive statistics.

Variables Items Factor
loading

AVE Cronbach’s α CR

Corporate political
activity

C1 0.689 0.5581 0.856 0.8595

C2 0.540
C3 0.701
C4 0.931
C5 0.816

Organization slack 0.871
Financial slack U1 0.882 0.8286 0.907 0.9355

U2 0.938
U3 0.810

Operational slack A1 0.950 0.7097 0.809 0.8275
A2 0.719

EO 0.841
Entrepreneurial
behavior

E1 0.707 0.6888 0.861 0.8679

E2 0.889
E3 0.881

Managerial attitude
toward risk

R1 0.722 0.6379 0.838 0.8401

R2 0.872
R3 0.795
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significant, whereas that of managerial attitude toward risk is
significant. Such outcomes are consistent with the analysis of
hierarchical regression. Interestingly, the managerial attitude
toward risk mediates the effect of entrepreneurial behavior
on CPA.

Discussion and conclusions
Conclusions. As shown in Table 6, this study proposed four
group hypotheses (for a total of ten separate hypotheses), of

which six gained support. Specifically, the empirical results
indicated that both financial and operational slack promote CPA,
and financial slack shows a stronger effect (H1). Both financial
and operational slack promote EO (H2a and H2c), but the effects
have no significant difference, thereby failing to support H2b and
H2d. The effects of the two dimensions of EO are heterogeneous;
entrepreneurial behavior’s effect toward CPA was not significant,
and thus, H3a was not supported, whereas managerial attitude
toward risk promotes CPA significantly (H3b). Moreover, the

Table 4 Results for hypotheses testing.

Mode1 CPA Model 2
CPA

Model 3
CPA

Model 4
Entrepreneurial
activity

Model 5 Risk-
taking managerial

Model 6
CPA

Model 7
CPA

Model
8CPA

Model 9
CPA

Financial slack 0.322***
(0.077)

0.196***
(0.070)

0.233*** (0.071) 0.389***
(0.068)

0.364***
(0.068)

Operational slack 0.151**
(0.075)

0.204***
(0.068)

0.239*** (0.070) 0.298***
(0.068)

0.271***
(0.071)

Entrepreneurial
behavior

0.071
(0.071)

0.075
(0.065)

0.054
(0.064)

Managerial attitude
towards risk

0.192***
(0.068)

0.114*
(0.062)

0.138**
(0.063)

Industry
development stage

0.015
(0.139)

0.077
(0.132)

0.048
(0.137)

−0.041
(0.120)

−0.046 (0.122) 0.111
(0.135)

0.043
(0.131)

0.050
(0.131)

0.112
(0.134)

Industry
competitiveness

−0.067
(0.089)

−0.074
(0.084)

−0.105
(0.088)

0.124
(0.076)

0.155** (0.078) −0.062
(0.086)

−0.090
(0.085)

−0.100
(0.084)

−0.075
(0.086)

Market share 0.387
(0.374)

0.097
(0.353)

0.300
(0.369)

−0.317
(0.321)

0.196 (0.328) 0.219
(0.362)

0.147
(0.355)

0.104
(0.354)

0.162
(0.360)

Composite index of
Marketization

0.038
(0.034)

−0.026
(0.034)

0.016
(0.034)

−0.024
(0.031)

0.045 (0.031) 0.006
(0.034)

−0.023
(0.034)

−0.029
(0.034)

−0.004
(0.034)

High tech industry −0.072
(0.148)

−0.128
(0.141)

−0.114
(0.148)

0.451***
(0.128)

0.021 (0.130) −0.064
(0.146)

−0.191
(0.142)

−0.165
(0.139)

−0.038
(0.142)

Manufacture
industry

−0.071
(0.203)

−0.037
(0.191)

−0.077
(0.199)

0.141
(0.173)

−0.015 (0.177) −0.131
(0.195)

−0.006
(0.192)

-0.002
(0.190)

−0.113
(0.194)

Cons 4.112***
(0.519)

2.201***
(0.581)

3.152***
(0.587)

2.686***
(0.527)

1.356*** (0.538) 2.332***
(0.620)

2.453***
(0.582)

2.397***
(0.555)

2.327***
(0.596)

N 303 303 303 303 303 303 303 303 303
R2 0.012 0.139 0.058 0.171 0.191 0.092 0.129 0.137 0.102
Adj R2 0.008 0.127 0.032 0.149 0.169 0.067 0.106 0.114 0.078
F 0.595 5.934*** 2.251** 7.602*** 8.688*** 3.713*** 5.458*** 5.843*** 4.190***

***P < 0.001; **P < 0.01; *P < 0.05.

Table 5 Results of process.

Effect Boot SE t-value P-value LLCI ULCI

Total effect
Financial slack–CPA 0.405 0.065 6.242 0.000 0.298 0.512
Operational slack–CPA 0.321 0.065 4.949 0.000 0.214 0.429
Direct effect
Financial slack–CPA 0.362 0.070 5.197 0.000 0.247 0.477
Operational slack–CPA 0.267 0.070 3.834 0.000 0.152 0.382
Indirect effect Effect Boot SE LLCI ULCI
Financial slack–Entrepreneurial behavior–CPA 0.003 0.023 −0.032 0.042
Financial slack–Entrepreneurial behavior–Managerial attitude towards risk-
CPA

0.013 0.009 0.001 0.032

Financial slack–Managerial attitude towards risk–CPA 0.027 0.020 0.001 0.064
Operational slack–Entrepreneurial behavior–CPA 0.008 0.023 −0.028 0.047
Operational slack–Entrepreneurial behavior–Managerial attitude towards
risk–CPA

0.016 0.010 0.002 0.035

Operational slack–Managerial attitude towards risk–CPA 0.031 0.020 0.003 0.069

Control variables: stage; compete extent; market share rate; composite index of Marketization; high-tech industry; manufacture industry; N= 303; Number of bootstrap samples for bias-corrected
bootstrap confidence interval= 5000; Level of confidence for all confidence intervals in output= 90.00.

ARTICLE HUMANITIES AND SOCIAL SCIENCES COMMUNICATIONS | https://doi.org/10.1057/s41599-023-01605-1

8 HUMANITIES AND SOCIAL SCIENCES COMMUNICATIONS |          (2023) 10:117 | https://doi.org/10.1057/s41599-023-01605-1



mediating effect of entrepreneurial behavior was not significant
(H4a), whereas managerial attitude toward risk plays a mediating
role between organizational slack and CPA (H4b) and mediates
the effect of entrepreneurial behavior’s effect toward CPA.

Theoretical contributions. In response to the call for more
research into the micro mechanism of CPA and the influence of
managerial factors (Hillman et al., 2004; Lawton et al., 2013;
Brown et al., 2022), our research investigated the mechanism by
which firms’ slack resource could promote CPA engagement
through EO according to the behavioral theory of the firm. Our
theoretical discussion and empirical results add to previous
research in the following aspects.

First, the heterogeneous effect of financial slack and opera-
tional slack on the firm’s CPA that we discovered helps resolve
the ongoing debate regarding the basic issue of whether slack
facilitates or inhibits CPA. Unlike research that focused
exclusively on whether slack as a whole has a positive or negative
effect on CPA (Meznar and Nigh, 1995; Quan et al., 2020), we
explored the heterogeneous effects of different types of organiza-
tional slack on CPA. In particular, we proposed that financial
slack facilitates CPA by offering flexible supporting resources and
enables firms to execute new political strategies and develop
political ties (Quan et al., 2020; Hewa Wellalage et al., 2020;
Adomako et al., 2021), which is prominent and easily be
observed. Given its internal accumulated nature, operational
slack acts as the “solid backyard” that smoothens internal
operations and has a useful but conservative effect on CPA.
Empirical findings that indicate that financial slack has a stronger
positive effect on CPA than operational slack confirm these
theoretical predictions.

More importantly, this research addresses the missing link
between organizational slack and firms’ engagement in CPA. In
particular, prior studies have sought to explain the determinants
of CPA but largely overlooked the managerial factors and
decision mechanisms within the firm (Scherer, 2018; Borges and
Ramalho, 2022). According to the behavioral theory of the firm,
we tackled this knowledge inadequacy by investigating the
mediating effect of EO between slack and CPA. Specifically, we
proposed that organization slack could improve the firm’s ability
to engage in CPA, yet such potential per se could not guarantee
the firms’ engagement in CPA as those slack resources are not
always allocated to political activity. In this situation, EO, as a
risk-taking decisive preference, could motivate managers to
allocate slack resources to support costly and risky CPA (Rudy
and Cavich, 2020; Brown et al., 2022). In this way, we delineate

the mediating role of EO between a firm’s ability (slack) and
engagement in CPA. Our empirical findings confirm the
suggested mediation path, but entrepreneurial behavior reveals
no mediating effects between organizational slack and CPA. The
possible reason could be that entrepreneurial behavior focuses on
the firm’s product innovation and commercialization, which is
related to a market strategy more closely. Firms with a high level
of entrepreneurial behavior may focus exclusively on their
internal innovation and thus overlook the exploration of external
political opportunities. Conversely, managerial attitude toward
risk makes firms decisive and executive with CPA. The post hoc
analysis also revealed that the mediating effect of EO actually
functions via managerial attitude toward risk. Therefore, the
firm’s CPA engagement results from both the objective resource
base and the managerial attitude. These findings not only enrich
the antecedent research of CPA but also deepen our under-
standing of the CPA engagement mechanism. Moreover, it
extends and validates the behavioral theory of the firm in the
CPA research field.

Managerial implications. As a risky investment, engaging in
CPA needs the firm’s support from slack resources and man-
agerial preference. Both financial slack and operational slack can
promote CPA engagement but through different mechanisms.
Managers need to accumulate operational slack to ensure a safe
backyard and financial slack for sufficient and flexible support.
What’s more, this research proposed that EO, especially the
managerial attitude towards risk, plays a key mediating role in the
relationship between slack and CPA. Managers should cultivate a
managerial attitude towards risk to make more decisive CPA
engagement decisions when they want to engage in CPA activ-
ities. For firms that are eager to obtain favorable government
supports from CPA activity, they should first fully mobilize
financial slack resources in firms to provide cost support and
incentives for CPA engagement. At the same time, managers
should also be “bold and cautious” to find opportunities in the
external environment and rationally allocate resources to provide
information, manpower, financial and other support for CPA
engagement. For firms with sufficient resources but with the poor
performance of CPA engagement, it is necessary to check whether
the managerial decision-making style is too conservative. And
then these firms should cultivate managers with entrepreneurship
orientation, and provide a moderately easy decision-making
environment towards risky projects, which is conducive to the
engagement of CPAs.

Table 6 Hypotheses summary.

Hypotheses Expectation Support

H1a As the organizational slack (both financial slack and operational slack) increases, the firm’s CPA will increase. Yes
H1b The increase in financial slack will lead to a greater increase in CPA than that of operational slack. Yes
H2a As the organizational slack (both financial slack and operational slack) increases, the firm’s entrepreneurial behavior could

increase.
Yes

H2b According to H2b’s expectation, the increase in financial slack could show a stronger promotion in the firm’s entrepreneurial
behavior.

No

H2c As the organizational slack (both financial slack and operational slack) increases, the firm’s managerial attitude toward risk
would increase.

Yes

H2d According to H2d’s expectation, the increase in financial slack could show a stronger promotion of the firm’s managerial
attitude toward risk.

No

H3a As the firm’s entrepreneurial behavior increases, the firm’s CPA will increase. No
H3b As the firm’s managerial attitude toward risk increases, the firm’s CPA will increase. Yes
H4a Entrepreneurial behavior mediates the positive effect between financial/operational slack and CPA. No
H4b Managerial attitude toward risk mediates the positive effect between financial/operational slack and CPA. Yes
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Limitations and future research directions. Our study also has
several limitations. First, the subjective measure of constructs and
the cross-sectional data limit the ability to make strong causal
inferences from the findings (Rindfleisch et al., 2008). To inspect
the causality between organizational slack, EO, and CPA, we can
conduct a tracking survey for longitudinal research. Moreover,
the self-report data may have biases due to different backgrounds
and experiences, in future research, we can conduct the research
with list companies’ data to test the robustness of our research.

Second, our empirical setting focuses on a particular transi-
tional context, which demands caution for the generalization of
the findings. Although transitional economies share some
commonalities in the economic and political reforms and the
economic development patterns, the stages, the extent, and the
content of reforms are heterogeneous. Further studies that
conducted across different contexts are needed to test the
generalizability of our research findings.

Data availability
The datasets generated during and/or analyzed during the current
study are available from the corresponding author on reasonable
request.
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