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The important phenomenon that the internationalization of Chinese firms (ICF) re-
presents has attracted increasing interest from scholars from multiple fields over the
past 20 years (1991-2010). Although this proliferation of research has the potential to
significantly improve understanding of Chinese multinational enterprises (MNEs), the
necessary step of consolidating and integrating extant knowledge is absent. This paper
reviews the scholarship on the ICF and offers insights into the specific areas in critical
need of further development. By focusing on articles published in major scholarly
journals during the period 1991-2010, the authors develop a coherent framework to
organize and review conceptual and empirical findings from disciplines as far ranging as
management, international business, cross-culture and area studies. Within the reviewed
literature, three primary streams of enquiry are identified which focus on the anteced-
ents, processes and outcomes of the ICF. Achievements within each of the three research
streams are carefully reviewed using content analysis, whereby a number of important
issues are identified which have remained consistently untouched, and recommendations
are provided for future research, aimed at developing a more integrated research agenda

on the ICF for management and international business scholars.
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papers and appeared in the 2010 AOM Best Paper Proceed-
ings. It was also awarded Douglas Nigh Memorial Best
Paper Award Finalist by the International Management Divi-
sion of the AOM.

Introduction

In recent years, a significant development within the
broad globalization trend has been the active role
played by Chinese firms which are looking for oppor-
tunities to expand around the world. Thanks to the
recent acceleration, outward foreign direct investment
(OFDI) from China has risen at a compound average
growth rate of 66% from 2002 to 2008, so that, in
2008, China’s OFDI stock totaled $184.0 billion,
while investment outflows reached $55.9 billion
(MOFCOM 2009). Such rapid internationalization of
Chinese firms (ICF) in global markets has drawn the
academic literature to explore this new important
phenomenon and write about its development and its
impact on Chinese growth, the world economy and
future prospects (e.g. Alon and Mclntyre, 2008;
UNCTAD 2006). So far, research on the ICF, although



prolific, has been conducted on a piecemeal basis.
Theoretically, although researchers increasingly
adopt a resource-based view (RBV) of the firm and
institutional theories in research on Chinese interna-
tional expansion, the research findings remain frag-
mented and disconnected.

It is imperative to synthesize the conceptual
developments and diverse empirical findings towards
a more integrated understanding of the entire process
of the ICF. The objectives of this paper are: (1) sys-
tematically to evaluate the theoretical and empirical
development of the ICF; (2) to propose a research
model incorporating antecedents, processes and con-
sequences of the ICF so as to identify the specific
areas in critical need of further development; and
(3) to provide recommendations for future research
aimed at developing a more integrated research
agenda on the ICF for management and international
business (IB) scholars. The tasks are important for
several reasons: (1) a timely synthesis and consolida-
tion of extant knowledge contributes to the basis of
theory extension and building in the area of inter-
nationalization (Bruton and Lau 2008; Macpherson
and Jones 2010; Werner 2002); (2) the identification
of key elements in the ICF provides a framework
for future research and encourages cross-comparison
of research findings (Barney and Zhang 2009; Child
2009); and (3) the component factors of the ICF
identified and the research model proposed in this
study can be adopted and further developed in the
context of other emerging economies (Mellahi and
Sminia 2009; Yang et al. 2006).

This paper is organized as follows. First, it identi-
fies a set of refereed English-language journals,
mainly in the disciplines of business and manage-
ment, that publish China-related research over the
19912010 period (not including those online early
publications). Second, from these academic journals,
it develops a comprehensive database of articles
related to the ICF over the last two decades. Third,
by means of a qualitative content analysis, the
research issues and key conclusions of these studies
are analyzed and classified into three categories:
antecedents, processes and outcomes so as to facili-
tate a synthesis and critique of existing contributions
and to identify significant opportunities for future
research. The paper begins with the antecedents
of the ICE including firm-level, industry-level,
transaction-specific and institutional factors. It then
reviews various processes and operations offered by
the literature, followed by the research focusing on
outcomes of the ICF. Drawing on the above sub-
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stantive and robust literature review, gaps in the
literature are clarified and some key areas for future
research are suggested.

Research methods and overview

To reflect the parameters of this review and also to be
consistent with previous mainstream review articles
on similar topics (Peng et al. 2001; Tsui et al. 2007),
we focused on peer-reviewed English-language jour-
nal articles, excluding books, edited volumes, book
chapters, teaching cases and other non-refereed
publications from the sample, because journal arti-
cles can be considered validated knowledge and are
likely to have the highest impact on the field (Arm-
strong and Wilkinson 2007; Judge et al. 2007). To
ensure comprehensive coverage of the literature
across different scholarly fields, we also considered
four key factors when choosing the journals to be
included in the substantive review. First, we sought to
include business, management and IB journals that
previous studies of levels of influence indicated were
in the mainstream (Peng ef al. 2001; Werner 2002).
Second, we included journals emphasizing interna-
tional and cross-cultural research that contributes to
understanding of China’s global business (Tsui et al.
2007; Wong and Chan 2003). Third, given that
research on the ICF appeared initially in area studies
journals (Frost 2004; Hong and Sun 2006), we
included leading China-related journals. Finally, we
also included top scholarly practitioner journals
which are grounded in strong scholarship to draw
practical implications (Agyenim et al. 2008; He and
Lyles 2008).

We began with a keyword search using various
electronic databases (Business Source Premier
Publications, ProQuest/ABI and JSTOR) for the
literature search, supplemented by manually going
through all issues of the relevant journals. The
keywords include ‘China’, ‘Chinese firms’, ‘inter-
national expansion’, ‘globalization’, ‘cross-border
mergers and acquisitions’ (M&As) and ‘inter-
nationalization’. To be included in the review, an
article had to address theoretical or empirical (either
quantitative or qualitative) issues directly on the
topics of China’s IB, specifically at the firm or strat-
egy level. In addition, for definitional rigor regarding
what internationalization is, we define it as ‘the cross-
ing of national boundaries in the process of growth’
(Buckley and Ghauri 1999, p. ix), referring to
‘outward internationalization’, which is realized
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mainly through cross-border M&As and greenfield
investment outside China by Chinese multinational
enterprises (MNEs). As a result, we exclude ‘in-
ward internationalization’, which is fulfilled mainly
through original equipment manufacturing or joint
venturing (JV) in China. Furthermore, since the
review focuses on the firm-level business activities,
we define Chinese firms or MNEs as China-based
international companies which ‘are engaged in out-
ward FDI, where they exercise effective control
and undertake value-adding activities in one or
more foreign countries’ (Luo and Tung 2007, p. 402).
Using this definition, we exclude overseas JVs
minority-owned by Chinese firms, Chinese trade
companies or state-owned enterprises (SOEs) whose
roles are entirely to pursue political objectives
designated by the Chinese Government. This system-
atic and rigorous review identifies a total of 121
articles on the ICF in 45 journals which meet the
criteria for inclusion. In line with other substantive
review articles (e.g. Bruton and Lau 2008; Tsui et al.
2007), even though every effort was made to be
thorough in the search, the possibility remains that
we might have unintentionally missed some articles.
Table 1 lists the number of articles in each of the
four types of journals published during the research
period.

Two observations can be made from Table 1. The
first concerns the publication dates. The table shows
that only eight articles (6.6%) were published in the
first ten-year period (1991-2000), while 113 articles
(93.4%) were published in the second ten-year period
(2001-2010). Among those published in the last
decade, 21 articles were in the first five years (2001—
2005), whereas 92 were in the most recent five years
(2006-2010), representing 76% of the total publica-
tions on the ICF in the last two decades (1991-2010).
This dramatic increase in the last five years is largely
due to special issues on the internationalization
of emerging market firms and particularly Chinese
firms. These special issues were published by Jour-
nal of International Business Journal (JIBS) (July
2007), International Journal of Chinese Culture
and Management (December 2008), Chinese
Management Studies (January 2009), Industrial and
Corporate Change (April 2009) and Journal of Inter-
national Management (June 2010). Equally impor-
tant, several other journals including Management
and Organization Review and Journal of World
Business also have forthcoming special issues on
the globalization of Chinese enterprises. One inter-
pretation is that special issues have been used to

encourage scholarship in underrepresented important
research areas (Macpherson and Jones 2010; Mellahi
and Sminia 2009), indicating that research on the ICF
is truly a new phenomenon of crucial importance.

A second and related observation from Table 1
shows a clear trend toward more publications particu-
larly in areas of business and management over time,
and the number of these articles appearing in top
IB journals (i.e. JIBS and Journal of World Business)
has begun to increase significantly during the last
five years. So far, however, none of the research
is yet published in mainstream, first-tier (arguably
the most influential) management journals, including
Academy of Management Review, Academy of Man-
agement Journal and Strategic Management Journal
(Judge et al. 2007). This frequency analysis suggests
that research on the ICF is still a very context-specific
literature which has not yet achieved much academic
legitimacy outside the immediate environment of IB
journals. This may also suggest that the research
still has not achieved the necessary theoretical rigor,
particularly in terms of internal and construct validity
(Eisenhardt 1989; Gibbert et al., 2008).

In addition, using content analysis, we also
present a breakdown of 121 articles according to the
research methods used, either empirical (quantitative
or qualitative) or theoretical, as shown in Table 2.
Among the 28 quantitative studies, 13 articles use
survey or questionnaire data mainly at the firm level,
whereas 15 articles use archival data sets at industry
or country level. For the qualitative papers, while
most articles use multiple case studies, there are
seven single-case articles. However, the in-depth
case studies tend to focus on a small number of
prominent Chinese firms, including Haier, Huawei,
Lenovo and TCL. Regarding the 72 conceptual or
perspective papers, they are published in a whole
range of journals, either focusing on macroeconomic
analyses of outward foreign investment trends of
Chinese firms and the role of Chinese Government
or drawing policy implications of Chinese MNEs’
emergence for host countries, both developed
(particularly the US) and developing (particularly
Africa and Southeast Asian nations).

In short, the 121 articles published in the peer-
reviewed journals over the period 1991-2010 provide
a snapshot of extant research interests in China’s IB.
The increasing appearance of such studies in prestig-
ious journals suggests their value to global scholar-
ship on management and strategy, and this trend is
most likely to continue as China becomes a dominant
global economic actor and its enterprises emerge
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Table 1. Research on the internationalization of Chinese firms: number of journal articles

Journal field and name Subtotal 1991-2000 2001-2005 20062010
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Asia Pacific Journal of Management
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*Others refer to 17 journals which published only one article on the ICFE, including Harvard Business Review, Organizational Dynamics,
Journal of Asian Business, Long Range Planning, Academy of Management Perspective, Pacific Economic Review, Canadian Public
Policy, China: An International Journal, Europe—Asian Studies, Review of African Political Economy, Journal of Modern African Studies
and European Geography and Economics.

Table 2. Content analysis of methodology of the ICF

Number of articles: 121

Quantitative studies (survey or Qualitative studies (single or Conceptual or overview studies Subtotal
archival data set) multiple case-based)
28 (Survey data: 13 and archival 21 (single case: 7 and multiple 72 121

data: 15) cases: 14)

onto the world center stage (Alon efal. 2009;
Athreye and Kapur 2009).

For the purpose of achieving a solid analysis of the
ICF research, we used the methodology of content

analysis (Krippendorff 2004; Weber 1990). Based on
a systematic and robust literature review, we classi-
fied the 121 articles by their research areas under
three categories of analysis — antecedents, processes
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and outcomes — which emerged through the develop-
ment of this research stream. In addition, in each of
the three categories we also included several major
themes, as shown in Figure 1. This content analysis
allows key themes, trends and differences to be iden-
tified within different streams of the ICF to facilitate
analysis of a large quantum of textual data, thereby

facilitating the achievement of reliability and inter-
pretative validity, both quantitatively (e.g. frequently
counts, correlations, trends and differences over
time) and qualitatively (e.g. theme identification,
theory elaboration). In addition, within-theme and
between-theme comparisons were used to identify
and elaborate themes (Eisenhardt 1989). Conse-

Organizing framework derived from content analysis of the literature

Antecedents or Drivers of the ICF
(1) Firm-level: 4) 1’75[’”“[”'0”0[
P contexts:
® Flrm S1ze ] (2) Industry- (3) Transaction- o Home country
| | oFirm types & ownership level: specific: R .
i . . institutional factors:
eResources & capabilities e Industry e Project salience or
o Network ties structure importance Role of government <+
rr . . . . eHost country '
e Export intensity e Industrial sectors e High- vs low-profile AR
! . . . . . . institutional factors !
! e International orientation e Industrial policy mvestments !
1 . . o Cultural and other 1
1 & experience e Industry e Market vs strategic . R \
\ - ). . informal institutional .
' e Managerial influence competition asset seeking components '
1 1
]
1 A A :
! 1 1 1
! 1 1 1
! 1 1 1
! 1 1 1
! 1 1 1
i ' ' |
1 1
' Processes or Operations of the ICF '
. S === —======- 1
! (5) Firm strategies: Fommmmmmm—— Fommmmmm—————- + 1 Host country ! !
: e Catch-up strategies ! Subsidiary role & Lo Organizational ! | relationships . 1
: e Strategic intent and ! CKO””’ (l)l;l cansh Lo d;ﬂg”t &tsn’ ucture ! 1 eCorporate social i
fit eKnowledge transfer e Expatriate i 1 responsibility | !
1 1 1 1 1
' *Mode of entry & | eKnowledge ! 1| management ! ! eEnvironmental role | !
. ownership choice ; dissemination 1 ®*Multinational team ' ! eCorporate political ! .
! eM&A vs Greenfield | o Inter-firm networks ! | Mmanagement o 11 activity ! :
: e International : o Corporate-subsidiary : : . Employee training & : : e Co-opetitive with 1 :
1 venturing 1 governance b evaluation abroad 1 | foreignrivals ' 1
1 L a |
1 1
]
A A !
, ] 1 '
1 I 1 |
1 I } |
1 I 1 |
1 1 [} |
' : : y !
1 Outcomes or Consequences of the ICF 1
e e e e e e ————————— 1
1 . . [ |
6)Economic/financial ] j ' . i
| ( e)rformance /fi I Goal achievement o ' Competitiveness | !
! p o 1 eKnowledge absorption , ] .
. o Profitability i . 1 eImpact on global
L 1 and accumulation ' ' business and \ )
e Capability building 1 ] : ="
OMarl.(et share 1 *Capability building . environments i
s Foreign sales I e Dynamic capability ' . .
e Export performance [ ) . eImpact on industries
> portp 1 oFirm innovation ! 1
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Figure 1. Note: The solid arrows and matrices indicate the causal (but not exact) connections between elements and the topics that extant
studies have analyzed, whereas the dashed arrows and matrices represent those unexplored or significantly underinvestigated issues, which
could provide fruitful research streams in the future, and they are discussed mainly in the section on directions for future research



quently, the content analysis revealed that existing
literature on the ICF clustered around six main
themes under three categories of analysis: anteced-
ents, processes and outcomes, as shown in the solid
matrices of Figure 1.

Antecedents of Chinese internationalization
include key themes related to (1) firm-level (2)
industry-level, (3) transaction-specific and (4) insti-
tutional contexts. The key process in the ICF research
focuses on (5) firm strategies. The key outcome of the
Chinese internationalization research concentrates
on (6) economic or financial performance. Accord-
ingly, this review focuses on these six major themes
surrounding the ICE. Moreover, Figure 1 shows that
all four themes in the category of antecedents of
the ICF were most frequently discussed, whereas
three of the four themes in the category of processes
and two themes in the category of outcomes, which
are shown in the dashed matrices of Figure 1, were
not sufficiently analyzed and/or are significantly
under-investigated; they may provide promising
research opportunities in the future, which will be
carefully discussed in the section on ‘Directions for
future research’.

Given the integrated nature of many studies, the
distribution among these themes appear somewhat
arbitrary (see also Werner 2002; Yang et al. 2000).
However, we believe that such an institutive organ-
izing framework with a solid foundation of con-
tent analysis greatly helps this review to follow a
logical structure, thoroughly represent the available
research, and look at these issues holistically rather
than piecemeal, so that readers will not ‘miss the
forest for the trees’. Limited by the page restriction
of the journal, the following focuses on the articles
derived from rigorous scientific methods, which are
published mainly in business and management disci-
plines, and discusses the three components of the
ICF that have been investigated or suggested in prior
research and which could fruitfully be examined in
future studies.

Antecedents of ICF

Given the high level of international activities
of Chinese firms across the globe, a logical place
to begin an inquiry of this phenomenon is with its
antecedents. Research to date provides insight into
four important streams of antecedents of the ICF:
firm-level, industry-level, transaction-specific and
institutional factors.

413

Firm-level antecedents

Firm-level antecedents of the ICF are the focus of
scholarly work using one basic strategic assumption.
Scholars assume that Chinese firms choose to engage
in international activity to enhance the value or
competitiveness of the firm, and that these choices
depend largely upon firm-specific factors such as
company size, ownership, export intensity and inter-
national experience. These firm-level factors have
been largely verified by a number of recent empirical
studies (e.g. Agyenim et al. 2008; Gao et al. 2010;
Lau ef al. 2010). The recent ascendance of the RBV
of the firm (Barney 1991; Teece ef al. 1997) as the
predominant theory in studies on the ICF (e.g. Cui
and Jiang 2009a; Deng 2007; Rui and Yip 2008) has
heightened the firm-specific characteristics which
factor prominently in this stream of research.

Firm size. Perhaps the most frequently examined
firm-level antecedent of the ICF is firm size, whether
measured by sales, assets or market share. Much of
this work argues that larger Chinese firms are more
internationally active, and firm size is an important
antecedent of particular forms of ICF (Cui and Jiang
2009b). Scholars focus on firm size for a variety of
reasons. The foremost seems to be that firm size is a
proxy for resources and provides some indication
about a firm’s ability to become internationally
engaged. After all, 30 top Chinese firms accounted
for 80.4% of the total amount of OFI in 2004, and
this pattern continues to date (MOFCOM 2005,
2009). In addition, firms with greater financial and
intangible resources are more likely to engage
in international acquisitions or establish greenfield
investment projects alone and compete on a global
scale, while those with fewer resources are forced to
work collectively with others or rely upon network
assets (Lau ef al. 2010; Yiu et al. 2007; Zhou et al.
2007).

Firm types and ownership. Firm type and owner-
ship is an important indicator of the ICF. Based on
ownership and the level of international diversifica-
tion, Luo and Tung (2007) categorize Chinese
MNEs into SOEs (including transnational agents and
commissioned specialists) and non-SOEs (including
niche entrepreneurs and world-stage aspirants), and
each group has found a unique way to make inroads
in the international arena. For example, China’s
world-stage aspirants such as Haier have become a
formidable force in shaping the landscape of global
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competition, whereas the country’s commissioned
specialists such as China’s Minmetals and Sinopec
are simultaneously playing their dual roles of reaping
the fruits of international expansion and completing
the state-assigned mandate. Luo and Tung’s typolo-
gies of Chinese MNEs are in line with Zeng and
Williamson (2003)’s four groups of Chinese MNEs —
national champions, dedicated exports, competitive
networks and technology upstarts — and each of them
also tackles the global markets in unique ways.
Research in this stream of inquiry also discusses
differences between SOEs and non-SOEs in terms of
overseas investing behaviors (Lin 2010). According
to some scholars (e.g. Cui and Jiang 2009b; Voss
et al. 2010), as the host country regulative institu-
tional barriers are higher for SOEs than for non-
SOEs, Chinese SOEs tend to choose JV entry mode
to exchange ownership for legitimacy. However, state
ownership can be considered a firm-specific advan-
tage for Chinese SOEs, since they are most likely to
get speedy government approval for foreign invest-
ments and favorable state incentives and support (Lin
2010; Morck et al. 2008). For the private Chinese
firms or non-SOEs that decide to venture abroad,
they are more likely to transcend home-based limits
to growth since they face the monopolistic presence
of large SOEs in certain sectors and state inter-
vention in industrial policy (Luo et al. 2010; Voss
et al. 2010).

Resources and capabilities. Another prominent
firm-level antecedent is the firm’s resources and
capabilities. The underlying theoretical basis of this
work is the RBV (Barney 1991; Teece et al. 1997),
examining what ownership advantages Chinese firms
possess and the impact upon the ICE. A consensus
emerges in this line of research inquiry that the
ownership advantages which Chinese firms enjoy are
mainly network based (Frost 2004; Wu and Sia 2002;
Zhou 2007) and/or home country based (Boisot and
Meyer 2008; Rugman and Li 2007). Such relational
assets account for their investment motive (i.e. to
redress competitive disadvantage) and intra-regional
expansion strategy (Rugman and Li 2007; Sethi
2009; Warner et al. 2004). Beyond regional expan-
sion, Chinese MNEs are driven by their strategic
need to build sustainable global competitiveness,
especially by acquiring strategic assets overseas
(Deng 2004, 2007; Rui and Yip 2008). It is clear that
on the resource side, Chinese OFDI is both asset
exploiting and asset augmenting (Luo and Rui 2009),
and both transaction cost and strategic intents have

an impact on the investing motivations and decisions
(Wong and Chan 2003; Young et al. 1996).

Network ties. 'The most significant role of networks
in emerging economies is the substitution for exter-
nal markets (Khanna and Palepu 2006; Peng, 2003),
and that argument is supported by several empirical
studies on the ICF. For example, Yiu et al. (2007)
highlight the important role of home country
network ties in facilitating firms to pursue inter-
national venturing, and Zhou et al. (2007) verify
that institutional networks help Chinese firms to
cope better with the transitioning institutional
environment. This kind of institutional relatedness
is an essential asset for Chinese firms to mitigate
information asymmetry overseas (Liu and Tian
2008; Yamakawa et al. 2008). Therefore, network
assets provide additional ownership advantages,
particularly for small-to-medium-sized Chinese
firms to successfully venture abroad early or at a
rapid pace, since they are normally weak business
organizations with strong, locally based social net-
works (Lin 2010; Zhou 2007).

Export intensity. Other scholars focus on the
relationship between export intensity and the ICFE.
For example, scholars such as Agyenim et al. (2008)
and Gao et al. (2010) find that the greater the export
level of a Chinese firm, the more likely the firm
is to use an ongoing relational approach to inter-
national expansion. Moreover, as China is now adopt-
ing export-led economic growth policies, some
scholars propose that a firm’s export intensity as a
direct or moderating variable is of particular relevance
for Chinese firms in their decisions to venture over-
seas (Fetscherin et al. 2010; Liu efal. 2008). As
another example, Cardoza and Fornes (2009) empiri-
cally analyze and verify that a firm’s percentage of
exports is positively correlated with the ICF.

International  experience. Several antecedents
linked to the ICF are related to a firm’s international
orientation and experience. In a recent case study
of the Galanz Group, a highly successful Chinese
manufacturer, Ge and Ding (2008) report that, with
accumulation of international experiences, Galanz
was more likely to have large cross-border invest-
ments. On top of that, international experience has
often been used as a proxy for constructs such as
‘visibility of the firm’ (Cardoza and Fornes 2009;
Lau et al. 2010), ‘reputation’ (Agyenim et al., 2008;
Warner et al. 2004) and ‘credibility’ or ‘intangible



assets’ (Deng 2007; Lu et al. 2010), all of which have
been linked to the success of the ICF. Finally, several
empirical studies (e.g. Liu ef al. 2008; Zhou et al.
2007) observe a positive relationship between inter-
national experience and the ICF, as indicated by
personal relationships formed over time between top
managers and foreign subsidiaries or partners.

Managerial influence. The international orientation
of top managers is another antecedent of the ICF
with a behavioral focus, arguing that managerial
orientation may be more important than the number
of firm-specific resources in making strategic
decisions such as OFDI (Carpenter et al. 2004;
Hambrick and Mason 1984). Deng (2009) finds that
Chinese firms tend to use top managers’ domestic
mindsets to scan international opportunities, and
shows how large a role subjective, cognitive elements
played in influencing a series of high-profile M&A
deals by Chinese MNEs. Several other studies (e.g.
Ge and Ding 2008; Knoerich 2010; Teagarden and
Cai 2009) also support the importance of the role
of managerial interpretation of the ICF in their inter-
national expansion decisions.! Based on in-depth
studies of 16 Chinese privately owned firms, Liu
and his colleagues (2008) argue that unique inter-
nationalization patterns of these firms are mainly
determined by the ‘bounded entrepreneurship’ of the
founders of this group of firms.

Industry antecedents

Compared with the large amount of scholarly work
on the firm-level antecedents of the ICF, there are
relatively fewer studies at the industry-level of ana-
lysis. However, the existing literature that explores
either firm-level or industry-level antecedents of the
Chinese internationalization does not differ much
from the antecedents of traditional western MNEs.
Most of the researchers who analyzed the ICF at the
industry level concentrated on the issues of industry
size, structure, policy and competition and their
impact upon international activities of Chinese
MNEs.

Industry structure. Several studies focus on the ICF
at the industry-level of analysis (Bonaglia et al.

'We thank one of the reviewers who also made a valuable
comment on managerial influence on the Chinese interna-
tionalization in terms of the increasing use of Chinese
‘diasporas’ in ICFE.
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2007; Niosi and Tschang 2009; Tolentino 2010).
Their intent, almost exclusively, was to explore
whether industry structural variables affected the
industry’s ability and propensity to internationalize
from comparative perspectives. In addition, scholars
(e.g. Niosi and Tschang 2009; Yang et al. 2009a)
examined the relative position of a firm within an
industry and found that domestic industrial leaders
such as Haier, TCL and Lenovo are more likely to be
engaged in international activities. Their findings are
in line with the observations of Zeng and William
(2003) and Morck et al. (2008), who report that the
biggest companies in China by their OFDI are virtu-
ally those highly profitable SOEs with an officially
sanctioned monopoly in some major industry.
Finally, Yang ef al. (2009b) draw a parallel between
Porter’s Five Forces Model of industry analysis and
how industries determine international dynamics of
Chinese and Korean firms.

Industrial sectors and policy. Firms in different
industrial sectors are observed to show different
international orientations, particularly for emerging
economies (Fetscherin ef al. 2010; Sutherland 2009).
Using official project data, Buckley efal. (2008)
find that the bulk of Chinese OFDI by value in the
early to mid-1990s was in the tertiary and manufac-
turing sectors; historically, Chinese FDI in services
has generally involved small-scale investments in
trade-supporting activities. However, using official
MOFCOM data, Taylor (2002) report that the manu-
facturing sector accounted for only 11.5% of China’s
OFDI in the late 1990s, compared with 19.4% for
resource development and extraction, and 66.4% for
other categories (MOFCOM 2005; Zhan 1995).
Finally, it is clear from these data that investment in
the extractive industries is an important contribution
to Chinese OFDI, especially in mining, fisheries
and forestry exploitation and petroleum and natural
gas exploration. However, regular reclassification
and procedural revisions to the reporting of OFDI by
activity on the part of MOFCOM make it difficult
to draw systematic conclusions regarding changes to
the sectoral distribution of Chinese OFDI (Buckley
et al. 2008; Schuler-Zhou and Schuller 2009).

Industry competition. Several scholars have looked
at how the domestic competition affects Chinese
firms’ international activity. For example, economic
market liberalization gives a massive stimulus to
Chinese firms to pursue OFDI (Liu et al. 2005; Yang
et al. 2009b). However, some scholars (e.g. Niosi and
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Tschang 2009; Nolan and Zhang 2002; Teagarden
and Cai 2009) contend that escaping home market
saturation and ruthless price wars is of particular
relevance for Chinese firms in their international
decisions. Studying internationalization and techno-
logical catching up of Chinese and Indian consumer
electronic giants, Duysters ef al. (2009) find that
competitors regularly closely watch each other’s
international patterns. Bonaglia ef al. (2007) and
Mathews (2009) also present evidence of a crowd-
ing effect on globalization around certain issues,
suggesting that intra-industry dynamics plays an
important role in the ICF. Similarly, several scholars
(e.g. Mathews 2009; Sauvant 2005) show how firms
from the BRIC countries (Brazil, Russia, India and
China) both competed and co-operated with rivals
to gain favorable political outcomes, and their argu-
ments partially support an ambidexterity perspective
on the ICE as argued by Luo and Rui (2009);
specifically, Chinese MNEs build and develop their
co-opetitive (simultaneous co-operation and compe-
tition) ties so as to offset their late-mover disadvan-
tages in the global marketplace.

Transaction-specific antecedents

A number of scholars also posit transactional
characteristics as key antecedents of the ICF. With
firm- and industry-level antecedents of the ICF
as long-term and issue-spanning relationships,
‘transactional’ factors are more ad hoc and project or
issue specific (Antkiewicz and Whalley 2007; Boisot
and Meyer 2008). As firm-specific advantages also
include transactional advantages, such as firms’
capabilities to manage internal and external relation-
ships, Morck et al. (2008) posit that Chinese SOEs
have developed sophisticated measures which help
them to expand into economies with similar institu-
tional environments, so that they can achieve large
returns on their outward foreign investment. Antkie-
wicz and Whalley (2007) and Li (2007) observe
that the importance of an investment project to the
company is one of the critical factors that motivates
it to become internationally active. Boisot and Meyer
(2008) report that Chinese firms gauge their inter-
national action largely by estimating the net impact
on the firm’s competitive performance and strategy,
and they argue that, when the cost of crossing
China’s provincial borders exceeds the cost of cross-
ing international borders, Chinese firms will inter-
nationalize at a relatively early stage of development.
Furthermore, Cardoza and Fornes (2009) and Chen

and Young (2010) find that SMEs from China pay
increasing attention to high-profile cross-border
M&As, indicating the role of international project
salience or importance to their respective firms’
international expansion decisions.

Institutional antecedents

Research from institution theory argues that a firm’s
strategic choices are fundamentally influenced by
both formal rules and informal cultural norms
and values, both domestically and in host countries
(North 1990; Oliver 1997; Wright et al. 2005). Given
the extent of state control of the Chinese economy
(Lieberthal and Herberg 2006; Wang 2002; Wu
2005), the institutional environment is likely to have
had far-reaching effects on the ICF. Accordingly,
researchers increasingly use institutional theory as
the predominant perspective to explore how home-
country institutions and particularly the role of the
Chinese Government act as the driving forces of the
ICF (e.g. Deng 2009; Yamakawa ef al. 2008; Yang
et al. 2009a).

Home country institutional context. Within China, a
large stream of institutional studies examine Chinese
Governmental characteristics in explaining the ICF
and predominantly their investment motivations (e.g.
Deng 2004; Luo ef al. 2010; Yang et al. 2009a; Zhan
1995). The basic assumption of these scholars is
that the Chinese Government role may help to lay the
foundation for the ICF (Child and Rodrigues 2005;
Wang 2002). To illustrate, extant research portrays
Chinese OFDI up to the early 1990s as having been
directed by government towards supporting export,
providing resource supply and acquiring high tech-
nology (Cai 1999; Zhan 1995). Moreover, Chinese
SOEs may not be profit maximizers or may be maxi-
mizing subject to government-guided influences, and
China’s preference to invest in developing countries
may indicate a different model of investment behavior
arising from state policy (Kim 2006; Lieberthal
and Herberg 2006; Wu 2005). On top of that, many
Chinese MNEs have been able to build a strong inter-
national competitive base through gaining strong
government support for their international acquisi-
tions, including substantial monetary support from
state-controlled banks such as EXIM (Luo et al.
2010; Wang 2002; Warner et al. 2004). However,
some Chinese firms may face negative discrimination
and regulatory constraints in a transitional socialist
market system (Globerman and Shapiro 2009; Tsui



et al. 2004; Wu and Seah 2008). As a consequence,
investing overseas may be non-SOEs’ escape
response to the restrictive business environment
in China (Voss et al. 2010; Witt and Lewin 2007).
Furthermore, institutional forces embedded in
national environments and decision makers’ cognitive
constraints may be counted as a critical factor that
helps lay the foundation for their cross-border M&A
strategies (Deng 2009; Liu et al. 2008). Finally,
Buckley and his colleagues (2007) empirically show
that there is ‘a correlation between a key policy
change and a change in the amount on distribution of
Chinese ODI, or both’ (p. 503) and capital market
imperfections and institutional factors in China ‘may
have induced a perverse attitude to risk’ (p. 510).

Host country institutional context. Another institu-
tional effect is the host country environment. When
Chinese MNEs attempt to venture into unfamiliar
markets in another region (e.g. African and Latin
America), acquisitions are preferred because acqui-
sitions of existing operations facilitate risk minimi-
zation, experience building and major subsequent
investments in the host region (Yeung and Liu 2008).
From an institutional theory perspective, the attaining
of institutional legitimacy is an important factor for
firms facing restrictive host regulation and high cul-
tural barriers (He and Lyles 2008; Scott 2001; Yang
2009). Yang (2009), for instance, examines whether
isomorphism and mimetic, coercive and normative
mechanisms apply to cross-border M&As initiated by
Chinese firms, and finds that not all M&A decisions
react to forces of conformity in the same way; over-
time, the overall degree of conformity in M&As
decreases. Moreover, Chinese firms are more likely to
seek investment opportunities in environments that
resemble their home environment as the experience
of operating in a highly regulated and controlled
domestic environment may have equipped them
with the special ownership advantages needed to
be competitive there (Alden and Davies 2006;
Gebre-Egziabher 2007). However, investment deci-
sions of Chinese MNCs are apparently influenced
by the home environment. When investing abroad,
Chinese firms adjust their entry strategies to attain
regulative and normative institutional legitimacy in
host countries, and simultaneously need to comply
with the rules set by the Chinese Government (Liou
2009; Obi, 2008). These strong dual impacts from
both the host and home-country institutional environ-
ments show the uniqueness of OFDI from China
(Child and Rodrigues 2005; Cui and Jiang 2009b).
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Cultural ~ or  other  informal  institutional
factors. Some scholars (e.g. He and Lyles 2008;
Liu and Tian 2008; Wu and Sia 2002) explore the
relationship between cultural factors in host coun-
tries and the ICFE. Overall, they argue that more
familiar cultures in host countries continue to help
promote Chinese OFDI. In earlier phases of inter-
nationalization, it is evident that Chinese firms show
a preference to go to countries where ethnically
based social networks are present (Cai 1999; Sethi
2009; Young et al. 1998). Importantly, cultural prox-
imity is found to be a significant factor in the ICF,
and such variables do not change over time (Buckley
et al. 2007; Yuan and Pangarkar 2010).

Processes of ICF

Compared with the volume of research on anteced-
ents of the ICF, perhaps the area of research in the
ICF that has received the least attention is what we
term ‘internationalizing to implement’, referring to
those efforts to better understand corporate internal
resources and capabilities and external institutional
environments related to effective implementation of
the ICF (Deng 2009; Oliver 1997). Prominent recent
work on the processes of the ICF is on firm inter-
national strategies, whereas other important process
and implementation elements, including organ-
izational structure, subsidiary role and control, and
host country relationship are largely ignored. Never-
theless, a systematic study of these process issues is
desperately needed and crucially important.

Catch-up strategies. At the broadest level of firm
strategies, March (1991) differentiate between two
fundamental behaviors: exploitation and exploration.
International ‘exploiting’ includes investing abroad
to generate more rents out of firm-specific advan-
tages. International ‘exploration’, in contrast, is a
more proactive and aggressive form of strategy. It
includes such activities as enhancement of competi-
tive positions and closely resembles ‘catching-up’
strategies, which account for the rapid upsurge of a
number of Asian MNEs (Bruton and Lau 2008;
Mathews 2009). The majority of scholars contend
that international exploration should be considered
part of an overall ‘catching-up’ strategy to assist
Chinese firms to build up global competitive posi-
tions. For example, Rui and Yip’s (2008) strategic
intent perspective on overseas acquisitions by
Chinese firms argues that their ultimate strategic goal
is to gain sustainable competitive advantage and
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become a global player. Moreover, several scholars
(e.g. Deng 2004; He and Lyles, 2008) provide insti-
tutional and/or cultural evidence for the argument
that Chinese firms go abroad primarily to enhance a
firm’s critical competencies rather than to exploit
existing firm-specific assets (Child and Rodrigues
2005; Luo and Tung 2007). Similarly, Luo and Rui
(2009) present an ambidexterity perspective, high-
lighting Chinese MNEs’ unique strategic behaviors
of offsetting their late-mover disadvantages. Other
scholars (e.g. Bonaglia et al. 2007; Li 2007) further
demonstrate how Chinese MNEs pursued global
growth through accelerated international expansion
via linkage, leveraging and learning. However, there
is wide variety in the salience of investment issues in
the ICF, and ‘exploration’ may be quite different,
depending on the nature of the investment or acqui-
sition (Hong and Sun 2006; Tolentino 2010; Wu
2005). Therefore, a promising research question
could be whether the current state of strategy taxono-
mies between ‘exploitation’ and ‘exploration’ is
sufficient to explain Chinese MNEs’ strategic behav-
iors, particularly when they are driven simultaneously
by different types of overseas investment motivations.

Strategic intent and fit. Strategic intent is one of the
most important motivations for Chinese firms to go
abroad, which is designed to extend beyond setting
up the most efficient affiliate in a single market and
to fulfill strategic goals set at the corporate level for
the purpose of maximum overall performance (Deng
2007; Globerman and Shapiro 2009). The strategic
intent argument seems appealing to Chinese MNEs,
since even the so-called China’s national champions
(Zeng and Williamson 2003) lag far behind devel-
oped MNEs, which are competing with local firms
fiercely in every sector in China (Nolan and Zhang
2002; Rugman and Li 2007). The pressure of foreign
entrants into China means that they are under great
time pressures to catch up on capabilities. Accord-
ingly, Chinese firms put stronger emphasis on strate-
gic intent than strategic fit when venturing overseas
(Rui and Yip 2008; Wong and Chan 2003). However,
the strategic intent perspective proposed by Rui and
Yip (2008) might be pertinent in explaining the
foreign acquisitions made by aggressive Chinese
firms, but it might be more appropriate for research-
ers to incorporate both the strategic fit and strategic
intent aspects so as to capture a big picture under-
lying different Chinese international expansion
behaviors, including greenfield investment (Cui and
Jiang 2009a; Herbert et al. 2007; Luo and Rui 2009).

Mode of entry and ownership. Strategic intent and
fit can have an impact on the decisions that Chinese
investors make on the choice of a FDI entry mode,
and that is examined by a number of studies (e.g.
Cui and Jiang 2009a; Lin 2010; Voss et al. 2010). Cui
and Jiang (2009a) argue that the entry mode choice is
primarily influenced by the variables related to the
firm’s strategic fit in the host industry and its strate-
gic intent of conducting FDI; specifically, a Chinese
firm prefers wholly owned subsidiary entry mode
when it adopts a global strategy, faces severe industry
competition and emphasizes asset-seeking purposes
in its FDI. On top of that, entry mode choice can
also be influenced by different types of Chinese firms.
As Chinese SOEs face high regulatory institutional
barriers, they are more like to choose JV entry mode
to exchange ownership for legitimacy (Cui and Jiang
2010; Lin 2010).

M&A vs greenfield investment. Greenfield invest-
ment and acquisitions are two common organ-
izational modes through which Chinese firms
internationalize their operations (Child and Rod-
rigues 2005). M&As have become increasingly
commonplace as the means for Chinese MNEs to
seek global reach (Antkiewicz and Whalley 2007,
Globerman and Shapiro 2009; MOFCOM 2009;
Sutherland 2009). They are primarily used to secure
brands and technology quickly and enhance innova-
tion and differentiation advantages (Deng 2009; Rui
and Yip 2008). However, with the existing cost advan-
tage, Chinese firms are more likely to use organic
international expansion (Cardoza and Fornes 2009;
Niosi and Tschang 2009; Soderman et al. 2008).
Industrial and sector features also lead to different
ways of organizing transnational operations. For
example, large Chinese oil and gas companies tend to
make aggressive acquisitions because of the resource
scarcity and historically global competitive patterns,
and this approach escapes from the transaction cost
premises and highlights the special characteristics of
Chinese OFDI (Liou 2009; Obi 2008).

International venturing. Yamakawa et al.’s (2008)
theoretical paper examines international efforts by
new ventures from Chinese SMEs. Integrating the
RBYV and institutional theory, they formulate nine
propositions regarding the internationalization of
new ventures under varying conditions. Their con-
ceptual analysis is evidenced by several empirical
studies. Yiu ef al. (2007), for example, show that the
interaction between the institutional legacies of



China and the dynamic capabilities of their corporate
entrepreneurs is crucial for understanding inter-
national venturing of Chinese SMEs. Zhou et al.
(2007) offer a social network explanation for the
purported relationship between internationalization
and firm performance in the context of Chinese-born
global SMEs (see also Liu et al. 2008).

Outcomes of ICF

Internationalization itself may not have an ongoing
positive performance effect, but the ability to imple-
ment international strategies successfully is closely
intertwined with improving firm performance
(Buckley and Ghauri 1999). Outcomes of the ICF can
be measured and examined in three ways: (1) corpo-
rate goal achievement; (2) overall competitiveness;
and (3) firm economic and financial performance. On
top of that, the majority of articles published in inter-
national and area-studies journals focus on drawing
government policy implications (Alden and Davies
2006; Lieberthal and Herberg 2006; Wu 2005). While
performance studies are conducted mainly on
Chinese firms, there is a small and growing body of
research comparing Chinese firms with other emer-
ging market, and particularly Indian, MNEs (Athreye
and Kapur 2009; Sauvant 2005). Perhaps due to the
difficulty in measuring ICF and isolating the inter-
nationalization effect on performance, the first two
indicators of performance are seldom vigorously
studied in the extant literature. Below, we discuss the
third type of outcomes of the ICF (i.e. profitability,
sales, market shares and value creations) in particular.

A lack of systematic official data makes it difficult
to draw credible conclusions on the overall perform-
ance of the ICF (Buckley et al. 2008; Schuler-Zhou
and Schuller 2009). Discussion of outcomes of the
ICF is based largely on anecdotal evidence or
self-framed interview results. However, scholars are
beginning to pay increasing attention to examining
the ICF effect on firm performance issues. By ana-
lyzing 27 Chinese cross-border M&A activities that
took place in the Shanghai and Shenzhen stock
markets in 2000-2004, Agyenim ef al. (2008) find
that the deals create value for Chinese acquiring
firms. Other studies (e.g. Li 2007; Young et al. 1996)
also report that firms experience changes in market
value and brand enhancement as they venture abroad.
Chen and Young (2010) use event-study methods to
show that firms who announce cross-border M&A
deals experience a positive abnormal return, but such
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positive return is significantly reduced when the gov-
ernment is the majority owner of the acquisitions.
Recent research has also explored the indirect and/or
mediating effects of ICF on firm performance, some-
thing missing from earlier work in the area. For
example, Zhou (2007) and Cardoza and Fornes
(2009) find that Chinese SMEs enjoy increased
market return and visibility over those domestically
oriented firms. In addition, Zhou et al. (2007) mea-
sure entrepreneurial action using a social network
approach. Finally, several studies (e.g. Lau et al.
2010; Soderman et al. 2008) provide empirical evi-
dence of the importance of international activity
to firm performance by studying the effect of both
market and the ICF on firm performance, such as
gross profit margin and changes in market share.

Directions for future research

By means of a qualitative content analysis, this
review highlighted the significant progress that has
been made in the ICF field during the past two
decades (1991-2010) and also provided an integra-
tive model of how this research fits into the overall
study of the ICF, as shown in Figure 1. This sub-
stantive and critical review also revealed a number
of areas of research that need to be addressed and
extended. In this section, we comment on a few of
the most promising streams by specific discussion of
the three categories of analysis — antecedents, proc-
esses and outcomes of the ICF — as examined in the
previous section. In particular, we reflect on extant
contributions and offer several recommendations for
future conceptual, empirical and methodological
research in the ICF. We begin with theme-specific
recommendations in the three categories of analysis
and then proceed by offering some generic recom-
mendations which may apply across all the major
themes of this research stream.

Antecedents of ICF

Beyond that typical call to collect better data (i.e.
new sources, cleaner measures and longitudinal
data), challenges remain for researchers interested in
the antecedents of the ICFE. First, there needs to be a
more careful linkage between the variables used and
theories. Many studies include firm-level variables
in an ad hoc manner. As a result, the statistical infer-
ences to theory become obfuscated (see also Yang
et al. 2006). For qualitative case studies, scholars
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might pay more attention to the rigor of field
research, particularly in terms of internal validity and
construct validity (Gibbert et al. 2008). After all, the
extant case studies of the ICF are most likely due to
a lack of both logical validity regarding the causal
relationships between the case analysis and results
(i.e. internal validity) and quality of the conceptuali-
zation or operationalization of the relevant concept
(i.e. construct validity). Research into firm resources,
institutional factors as well as social and business
network ties that stimulate or act as constraints on
the ICF can be greatly aided by parallel development
in RBV and institutional theory perspectives (e.g.
Oliver 1997). While some of this has begun (e.g.
Deng 2009; Rui and Yip 2008; Yang ef al., 2009b),
we expect this to be one of the most fruitful areas
for the ICF research. Incorporating institutional and
particularly normative and cultural factors, which
are largely ignored in the extant literature and firms’
strategic actions in response to the Chinese uni-
que institutional characteristics, helps to apply the
general theory of FDI into a specific dynamic context
(Buckley et al. 2007; Shenkar 2004). In essence, as
global investment knowledge can be gained through
context-embedded, context-bounded or context-
specific conceptualization (Tsui 2004), the rapid
social, institutional and cultural transformation in
China, the largest emerging market in the world,
could present unprecedented opportunities to apply
general FDI theories and possibly develop new
theories grounded in a new institutional and cultural
context.

In addition, in studying the Chinese internationali-
zation issue, several studies have carefully con-
sidered firm—firm links and firm—government links
(Hong and Sun 2006; Yiu 2011; Zhou ef al. 2007),
however, the link between and interactions of inward
FDI and OFDI of Chinese firms are essentially
ignored. But one of the most distinctive differences
between Chinese MNEs and other emerging market
MNEs is that almost all the Chinese MNEs had
conducted various international engagements with
foreign investors in China before investing overseas.
The cumulative benefits of inward FDI have appar-
ently fostered or helped to accelerate subsequent
OFDI by Chinese MNEs (Child and Rodrigues 2005;
Deng 2009), and such unique and dynamic linkage
warrants much scholarly inquiry in the future. These
mechanisms have implications for industry studies
which look at the propensity of Chinese MNEs to
invest overseas, institutional studies which look at
how formal and informal mechanisms shape the ICF

and global competition, as well as the salience of
an acquisition deal and timing, as brought about
by changes in economic, institutional, competitive
environment or global financial crisis (Luo and Rui
2009; Shenkar 2004).

Finally, more data need to be gathered about
managerial preferences and decisions about inter-
national endeavors, not only by prominent Chinese
overseas-investing firms, but also by a large number
of SMEs. While a handful of studies (e.g. Deng
2009; Liu ef al. 2008) look at managerial decision-
making, the vast majority operates at the firm or
industry level of analysis. Given the importance of
the upper echelons in strategy making (Carpenter
et al. 2004; Hambrick and Mason 1984) and the early
indicators of the importance of top management
orientation and preference to the ICF, further work in
this area is clearly needed. Such research is particu-
larly promising, given that driving forces behind the
majority of most world-known Chinese MNEs are
their legendary Chinese CEOs, including Lenovo’s
Liu Chuanzhi, Huawei’s Ren Zhengfei and Haier’s
Zhang Ruimin, who are retiring or will be retiring
in the next five years. The transition from the first
generation of legendary CEOs to less authoritative
second generation of corporate leaders is deemed to
have profound impacts on the international strategies
of Chinese firms. After all, corporate governance in
China is still not institutionalized, and legendary
CEOs continue to play a disproportionally crucial
role in the strategic decision and choice of Chinese
firms (Ge and Ding 2008; Li 2007; Tsui et al. 2004).
Continuing with the theme of top managerial influ-
ence, it might be highly fruitful for researchers to
investigate whether the contribution patterns of firms
matched those made by their top managers in the
ICF as well as the process by which the top managers
affect firm performance. By focusing on the micro-
foundations of global competitive advantages of
Chinese MNCs, researchers could relate developing
context-specific studies to global strategic manage-
ment, thereby achieving much academic legitimacy
of the ICF beyond the IB field.

Processes of ICF

International expansion needs to be managed care-
fully, especially after a certain level of inter-
nationalization is achieved (Buckley and Ghauri
1999). An area for future research on the processes of
the ICF involves extending the behaviors aimed
merely at international strategies to those aimed at



the dynamic capability of firms, since the sustained
competitive advantage of Chinese MNE:s lies in their
ability to simultaneously leverage core competences
at home and explore new opportunities abroad in
an integrated fashion (Luo and Tung 2007; March
1991). Research on the ICF must explore whether
Chinese MNEs possess and, most importantly,
build their dynamic capability, which allows them
to deploy, transfer and manage geographically dis-
persed critical resources for sustained success in
global competition (Luo 2000; Teece et al. 1997). As
an important form of dynamic capability, absorptive
capacity (Cohen and Levinthal 1990; Zahra and
George 2002) is particularly critical for a Chinese
firm to truly acquire a target firm’s knowledge and
expertise and enhance its knowledge development
(Deng 2010). It is one thing to buy new knowledge,
but it is another to absorb this knowledge and reflect
it throughout the entire operation and into successful
commercial ends. From the dynamic capability
perspective, the ICF may contribute to the build-
ing of firm competitive advantages rather than
merely being an outcome of existing advantages
(Luo 2000). The development of Chinese OFDI is
highly dynamic. When more firms have accumulated
multiple FDI entry experiences, research may apply a
more dynamic approach by linking a firm’s current
FDI entry mode choice decision to prior business and
investment practices of themselves and benchmark
firms.

From the organizational learning perspective
(Vermeulen and Barkema 2001), we need to under-
stand how Chinese firms design their organization,
balance the headquarter—subsidiary relationship, and
cope with foreign culture. Furthermore, we need to
examine the interaction between Chinese MNEs and
the institutions (‘game-rules’) of the global market-
place (e.g. Antkiewicz and Whalley 2007; Glober-
man and Shapiro 2009). For example, what impact
will Chinese firms have on the institutions of the
global marketplace? How do the global institutions
affect Chinese MNEs? How will corporate govern-
ance improve in Chinese firms as they compete in
global markets, and as Chinese domestic institutions
develop?

Furthermore, numerous opportunities remain for
researchers to consider how the ICF as a process can
happen. For example, what are the subsidiary struc-
tures and roles that a firm needs in order to integrate
its international expansion activities with capability
building? How are cultural and other institutional
factors related to expatriate management and know-

421

ledge absorption?” What types of organizational
design, governance and incentives can be used to
co-ordinate foreign subsidiary activities with other
corporate activities? Regarding how to deal effec-
tively with the institutional environments at the host
country, what we see is a melding between the ICF
and corporate social responsibility (CSR). The rise
of global awareness CSR is relevant to the ICF in
terms of numerous research questions (Carroll and
Shabana 2010; Li et al. 2010). For instance, in the
host country, are the Chinese SOEs conducting more
CSR activities or conducting them more successfully
than others because of the nature of state ownership?
Corporate social responsibility in the host country
may also become a strategically important weapon
by altering international competition or corporate
political actions such that it attracts allies and neu-
tralizes rivals (Carroll and Shabana 2010; Glober-
man and Shapiro 2009; Li et al. 2010). In a study of
the indigenous conceptual dimensions of Chinese
CSR, for example, researchers could concentrate on
exploring whether the widely accepted CSR dimen-
sions in western countries have embodiments in
Chinese international expansion in both developed
and developing markets, and how the success or
failure of Chinese MNCs worldwide is affected by
the use of indigenous management techniques of
their CSR dimensions. In this manner, a firm’s social
activities become new forms of the ICF for sustain-
able competition advantage building.

Outcomes of ICF

Measuring international outcomes in meaningful
ways is a major challenge for scholars of the ICE.
Research to date has provided only a fragmented and
incomplete picture of the ICF outcomes. The over-
whelming majority of performance variables refer to
the measurement of economic or financial perform-
ance such as wealth creation, market capitalization
and product sales, whereas measurement of corpo-
rate goal achievements and overall competitiveness
is significantly underrepresented. In the aggregate,
research using cross-sectional designs has demon-
strated a positive relationship to economic perform-
ance (Cardoza and Fornes 2009; Zhao et al. 2010),
but little or no research has taken a fine-grained
approach to uncover important contingency relation-
ships. In addition, researchers (e.g. Morck et al.

2We are grateful to one of the reviewers for mentioning this
potentially important research question.
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2008; Yeung and Liu 2008) clearly indicate the
fallacy of economic benefits to constitute the only
relevant outcome of the ICF, since most international
activities by Chinese firms never have measurable
economic outcomes or figures in the short term (e.g.
Chan 1995; Kim 2006; Ning 2009). Relatedly, even
if we can establish a given economic figure that is
important to a firm, the models that link the ICF to
the economic figures often fail to find a statistically
significant relationship (see also Yang ef al. 2006;
Zhao etal. 2010). Therefore, more consideration
needs to be made to non-economic outcomes, such
as how Chinese firms’ competitive advantages are
enhanced, how their brands are recognized regionally
or worldwide, and how the acquired resources (e.g.
brand and innovation) are absorbed and put into
successful commercial ends. Researchers should
also focus on a series or portfolio of firm investment
decisions, such as the sequential outcomes for a firm
or industry spanning a period of time. A promising
area is the research on co-evolution using longitudi-
nal studies; that is, can and how do Chinese firms
alter international strategies or institutional venues in
order to maximize an overall institutional payout?
Future studies may choose managers’ subjective
assessment of corporate goal achievement, the most
commonly used performance measure in the IB
field (Knoerich 2010; Yang et al. 2006). Scholars
may also examine the evaluations of managers
from the parent companies as well as of foreign sub-
sidiary managers to increase the overall accuracy of
this measure. In addition, scholars may interview
managers not only within the Chinese firm, but
outside the investment and public affairs depart-
ments, as to their evaluation of the firm’s inter-
national efforts in their businesses (Ning 2009).
Striving for better outcome measures is not limited
to scholars; practitioners, too, are searching for
better methods to value international activities. In
short, future studies should clearly define the key
contingencies surrounding the performance effects
of the ICF and investigate both subjective and objec-
tive measures so as to increase the validity of these
measurements and make results robust.

Reciprocal and multi-level analysis in ICF

As discussed in the previous section, there are some
studies in the ICF which analyze how antecedents
influences processes and how processes influence
outcomes, whereas most studies directly relate ante-
cedents and outcomes. Most of this ‘outcome-driven’

research strives to explain the scope, extent, patterns
and performance implications of ICF and to identify
‘success factors’ that make a Chinese firm inter-
nationalize earlier, with a better performance or with
greater geographical coverage. As shown in Figure 1,
there is the possibility of both processual and causal
relationships and the potential for reciprocity bet-
ween categories. However, the opposite route is very
scarce, and so far does not exist in the extant litera-
ture. Future studies should consider both positive
and negative feedback loops. Because little attention
has been paid to these longitudinal and reciprocal
relationships between the various outcome drivers
and outcome measures and processes, they offer a
fertile area for future research. Specifically, from
an organizational success or failure perspective
(Mellahi and Wilkinson 2004), future work could
study the outcome of the international process, and
link this outcome to the intensity of the firm’s inter-
national efforts. Chinese firms may fail to manage
resources appropriately, so it would be interesting to
study how the firm’s capability to make the ‘right’
decisions along the international process affects the
outcome of this process and thus codetermines both
the extent of internationalization and the extent of
wealth creation (Lu et al. 2010; Ning 2009).

A study of such a complex process would probably
involve more than one unit of analysis (Gammeltoft
etal. 2010; Hitt efal. 2007). Yet almost all the
articles focus on one isolated level of analysis
and are therefore unable to recognize important
causal connections which may exist among Chinese
unique institutional environments, the provision of
resources, firm capabilities and wealth creation (e.g.
Luo and Rui 2009). As a holistic depiction, Figure 1
does not demonstrate the exact connection between
the different levels of analysis, but is intended to
signal the need for work that embraces interactions
among the three categories and multilevel influence
of outcomes. In contrast with studies primarily at one
level of analysis, multilevel studies of this type have
the potential to shed light on the ‘black box’ which
intervenes between top management’s intent and the
realized strategy (Hitt et al. 2007). The ICF is cross
level in nature, and a cross-level analysis of multiple
influences on Chinese international behaviors is
clearly needed (Deng 2009; Gammeltoft et al. 2010).
Finally, given the present state of ICF literature, we
strongly believe that initial theory-building, rather
than theory-testing, work is paramount to arrive at a
body of interdisciplinary and multi-level understand-
ing of the ICF before more elaborate theory can be



deducted and tested. Such an approach is more likely
to produce scholarly works that are of great potential
consequence and may ‘identify compelling empirical
patterns that cry out for future research and theor-
izing. They might be rich qualitative descriptions of
important, but unexplored phenomena that, once
described, could stimulate the development of theory
and other insights’ (Hambrick 2007, p. 1350).

Conclusions

Using content analysis and carefully reviewing the
accumulated knowledge on the ICF in terms of its
antecedents, processes and outcomes in the past two
decades (1991-2010), this paper identifies signifi-
cant opportunities to expand the current literature.
The rise in prominence of the ICF is evidenced by the
growing acceptance of the topic across a broad range
of research disciplines and explained by its relevance
in addressing competitive and strategic concerns of
the emergence of Chinese MNEs worldwide. Despite
rapid growth of the ICF literature, particularly in
the last five years, the research to date has been
fragmented and piecemeal, and numerous theoretical
and empirical areas of the ICF remain significantly
underinvestigated. In particular, we find a dearth of
studies on the processes of Chinese internationaliza-
tion. We also notice a lack of empirical studies on
the overall competitiveness of Chinese MNCs. As
Chinese firms go increasingly global, the challenge
for scholars is to keep in sight these important and
intriguing developments as they continue to examine
and model the antecedents, processes and outcomes
of the ICF. The field would benefit from not only
more longitudinal and qualitative work, but also
multi-level studies providing richer insights and
better understanding about the role of institutions
and dynamic capability in the Chinese IB. As an
important issue at the intersection of IB, strategic
management and China studies with profound
impacts on both theoretical development and global
competitiveness, research on the ICF should be
catapulted to the forefront of the research agendas
of even more scholars worldwide.
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