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ABSTRACT

Drawing from information economics and the attention-based view, we propose two mechanisms
through which physical distance reduces firms’ implementation of state policies: information
asymmetry, and state leaders’ inattention to distant organizations. Using data on Chinese public firms’
implementation of environmental activities between 2008 and 2016, we find that firms conduct
significantly fewer environmental activities required by the state with an increase in geographic
distance from the state government in Beijing. While there is weak support for the information
asymmetry mechanism in that the distance effect is more pronounced for firms that diversify into
multiple industries, factors that raise the state’s attention to firm environmental performance—
firm visibility, internet activism, and the presence of natural reserves—are found to reduce the
distance effect more significantly.
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