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                    Abstract
We explain the mechanisms through which government impacts the internationalization of emerging-market enterprises (EMEs). Rather than merely viewing internationalization as the result of differences in resource positions, we demonstrate that an important source of variation is the idiosyncratic manner in which EMEs are affiliated with government agencies. Although government involvement has a strong effect on international expansion, this effect is contingent upon the level at which the firm is affiliated with government and the degree of state ownership. Different types and levels of governments have different objectives, exert different institutional pressures on EMEs, and impact their willingness and ability to internationalize differently. Government involvement influences the level of overseas investment, its location (developed vs developing countries) and its type (resource- vs market-seeking). These effects depend on firms’ own resources and capabilities, suggesting that not all firms possess equal ability to internalize government-related advantages and respond to institutional pressures. By demonstrating that resource-based and institutional constructs are highly dependent on one another, we enhance understanding of how EMEs succeed in expanding overseas, and why governments matter.



                    
    


                    
                        
                            
                                
                                    
                                        
                                    
                                    
                                        This is a preview of subscription content, log in via an institution
                                    
                                    
                                        
                                     to check access.
                                

                            

                        

                        
                            
                                
                                    Access this article

                                    
                                        
                                            
                                                
                                                    Log in via an institution
                                                    
                                                        
                                                    
                                                
                                            

                                        
                                    
                                    
                                        
 
 
  
   
    
     
     
      Buy article PDF USD 39.95
     

    

    Price excludes VAT (USA)

     Tax calculation will be finalised during checkout.

    Instant access to the full article PDF.

   

  

  
 

 
  
   
    Rent this article via DeepDyve
     
      
     

   

  

  
 


                                    

                                    
                                        Institutional subscriptions
                                            
                                                
                                            
                                        

                                    

                                

                            
                        

                        
                            Figure 1[image: ]


Figure 2[image: ]


Figure 3[image: ]



                        

                    

                    
                        
                    


                    
                        
                            
                                
        
            
                Similar content being viewed by others

                
                    
                        
                            
                                
                                    [image: ]

                                
                                
                                    
                                        Foreign bank entry and the outward foreign direct investment of companies: evidence from China
                                        
                                    

                                    
                                        Article
                                        
                                         25 March 2024
                                    

                                

                                Haiyue Liu, Zhimin Yi, … Zihan Liu

                            
                        

                    
                        
                            
                                
                                    [image: ]

                                
                                
                                    
                                        Environmental, Social and Governance (ESG) Scores and Financial Performance of Multilatinas: Moderating Effects of Geographic International Diversification and Financial Slack
                                        
                                    

                                    
                                        Article
                                        
                                         16 May 2019
                                    

                                

                                Eduardo Duque-Grisales & Javier Aguilera-Caracuel

                            
                        

                    
                        
                            
                                
                                    [image: ]

                                
                                
                                    
                                        The rise of techno-geopolitical uncertainty: Implications of the United States CHIPS and Science Act
                                        
                                    

                                    
                                        Article
                                        
                                         01 April 2023
                                    

                                

                                Yadong Luo & Ari Van Assche

                            
                        

                    
                

            
        
            
        
    
                            
                        
                    

                    

                    

                    Notes
	In cases where governments own EMEs, they can effectively control management, and therefore coercive pressures are required to a lesser extent to change firm behavior.


	The dataset does not allow us to identify the mode of entry (e.g., greenfield vs mergers and acquisitions).


	Different versions of this dataset have been used in previous studies (e.g., Liu et al., 2009).


	Chinese firms have invested overseas only in recent years. We only have two years of data, and some Chinese firms do not invest in two consecutive years. We therefore treat our data as cross-sectional rather than unbalanced panel data.


	ARIES incorporates all privately owned firms in this category.


	Following a reviewer's suggestion, we used the squared term of firm size to examine potential non-linear effects. This term, however, was statistically insignificant.


	Fan et al. (2006) have been publishing the report on the progress of marketization in China's regions annually since 2001. This measure has been used in several other studies (e.g., Ying, 2006). This comprehensive composite index evaluates the consistency of a province's policies and institutions regarding economic freedom in five key areas: the role of market relative to government; the development of the private sector; the development of commodity and factor markets; and the development of free-market institutions. Twenty-six indicators are employed to assess these five dimensions and calculate a marketization index. The values of the index (for 2005) range from 4.445 to 10.407.


	Lagged variables for 2004 were employed, as China did not conduct industrial census before 2004.


	Despite a few high-profile Chinese mergers and acquisitions that attracted much interest and discussion, the majority of Chinese investors are medium-size enterprises, and the amount of investment is fairly small. For example, Chinese firms invested US$1.3 million on average in 2007, which is much lower than the average figure for developed countries (around US$6 million).
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