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Abstract: Innovative enterprises from emerging markets, such as China, are a group of understudied
enterprises, which could generate new and important views on internationalization. Some
unique characteristics of Chinese innovative enterprises are creating new ideas that help to
a better understanding of entry mode choice, market location choice, and entry speed in the
paths of internationalization. Drawing on an unbalanced panel of Chinese innovative enterprises’
outward foreign direct investment (OFDI) event data, we analyzed the tendency of the paths of
internationalization of Chinese innovative enterprises and the determining factors that influence the
Chinese innovative enterprises’ choice in entry mode, market location, and entry speed. The results
show that: (1) Chinese innovative enterprises are more likely to choose developing countries than
developed countries. (2) When these firms conduct investment activities in developed countries,
the probability rank (from high to low) of entry mode choice is acquisition, along with the
wholly-owned subsidiary, exporting and joint venture. When these firms expand the business
in developing countries, the entry mode of export is most likely to be chosen and the acquisition is
least likely to be chosen. (3) This tendency and paths choice of internationalization in entry mode,
market location and entry speed are influenced by the international experience, the multidimensional
proximity, psychic distance, internationalization motivation, ownership structure, and innovation
ability. Finally, we discuss these contributions and make some suggestions for future research.

Keywords: paths of internationalization; the entry mode; the market location; the entry speed;
innovative firms

1. Introduction

In the past three decades, outward foreign direct investment activities have gradually become
a regular option for the development strategy of the Chinese multinational enterprises (MNEs) under
the new state of economic globalization. Internationalization of production and operation across
national boundaries is the inevitable choice of enterprises’ development, and internationalization will
provide sustainable growth for the firm in the global market [1]. The outward FDI by the Chinese
MNEs has been playing an increasingly important role all over the world since the implementation
of “go out” policy in 2001 [2]. Furthermore, with the comprehensive promotion of “One Belt One
Road” initiative policy, the Chinese MNEs accelerated the layout of international strategy in the world
map [3]. Between 2001 and 2016, China witnessed a 68.5% annual growth in outward foreign direct
investment (OFDI) flow and has been the second-largest capital export country, surpassed only by
the United States, since 2015 [4]. Hence, the rapid growth and the large scale of China’s overseas
investment have aroused the interest of researchers, business managers, and policy decision-makers,
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and have brought about more research on this subject. However, the paths of internationalization of
Chinese MNEs seem to defy the fundamental theories of mainstream internationalization [5].

Even though the internationalization of Chinese MNEs has attracted researchers from the field
of international business, organization and strategic management, the hypothesis and discovery of
the theory are mainly based on the study of the entry mode choice, market location choice or the
influence of internationalization on the firms’ performance. Some findings regarding the paths of
internationalization of Chinese MNEs from [2,6–8] are based on a case study, other research focused on
only one dimension within the choice of entry mode [9–11] or the choice of foreign market [8,12,13]. On
the one hand, previous studies lack a longitudinal research design addressing the internationalization
of Chinese MNEs. They have especially ignored three dimensions of firms’ internationalization (market
location, entry mode and entry speed). On the other hand, it’s difficult to avoid the problem of
bias that arises in the case studies and questionnaire methods. Findings from such studies do not
always represent the universal features of the paths of Chinese MNEs’ internationalization. Therefore,
despite the growing literature in the field of international business, our understanding of the paths of
internationalization of Chinese innovative firms is limited.

According to recent studies [14–17], the Chinese MNEs have different paths of internationalization
as with the traditional multinational enterprises from developing countries (DMNEs) and the
multinational enterprises from other emerging economies (EMNEs), it appears that they internationalize
in “wrong” ways. Firstly, it has been argued that some Chinese MNEs enter a new foreign market
beginning with high-risk and high-commitment entry mode, such as establishing a wholly-owned
subsidiary or implementing an acquisition, rather than beginning with low-risk and low-commitment
options (such as export mode or joint venture) [5,18]. Secondly, Chinese MNEs appear to have
a “wrong” sequence in targeted countries. Sometimes, the Chinese MNEs expand the boundary of
internationalization activities to the countries with farther psychological distance before entering to the
countries with closer psychological distance [2,13]. Thirdly, it has been argued that the Chinese MNEs
have a much faster pace of internationalization than the traditional stage model [15,19]. The scope and
boundary of the traditional internationalization process theory have some limitations, which is difficult
to provide effective guidance for successors’ paths of internationalization. Previous research sheds
light on the differences among the Chinese MNEs’ internationalization processes without suggesting
the mechanism and the influencing factors of path selection.

Existing research on the path of internationalization of Chinese MNEs mostly focus on a single
dimension such as the time of overseas entry, or the market location [9–11], or the entry mode [12,13],
and analyze the path selection in the process of internationalization of enterprises statically. In order to
explore the dynamic evolution of the path selection of MNEs in the process of internationalization
systematically, our study uses the unique foreign investment data of Chinese innovative companies
to analyze the historical behavior of path selection in the process of internationalization sequentially
and to study the influence mechanism of different choices. Using original data from the Chinese
innovative firms’ OFDI events, this study simultaneously considers three key aspects concerning the
paths of internationalization of innovative firms. We focus on a deeper understanding of three main
components in the process of internationalization in particular: the entry mode, the market location
and the entry speed. To reveal the factors that influence the paths of internationalization, we use the
existing research dedicated to the process of internationalization [2,6,17,20] and factors impacting
different firms’ internationalization strategies [15,21,22].

To achieve our research purposes above, we conducted an empirical study based on 981 OFDI
event observations conducted by 156 Chinese innovative firms over a period of 27 years (from1991
to 2017). The results offer two main contributions to existing research. Our research contributes
to improving the understanding of the paths of internationalization of EMNEs, in so far as it:
(1) analyzes the way in which three key decisions in the paths of internationalization—entry mode
choice, market location choice, and entry speed—are simultaneously made, and (2) reveals the factors
affecting the paths of international of innovative firms, especially the effect of innovation ability
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on the internationalization. In summary, our contributions are the extension of existing theories
(path-dependent and learning perspectives) to the internationalization of emerging contexts [23] and
the unique functional relationships in the international context.

This study is organized as follows. In Section 2, the literature review concerning the
internationalization processes with emphasis on the historical background of Chinese strategies
is presented. Section 3 introduces empirical evidence about the data sources, research samples and
analytical methods. Section 4 analyzes the features and the trends on the paths of internationalization
by using Kaplan-Meier survival function and examines the determining factors affecting the MNEs’
choice in the paths of internationalization. Finally, Section 5 concludes with a summary of the article,
draws some managerial and policy implications, and outlines some ideas for future research.

2. Innovative Firms and Internationalization

2.1. The Chinese Innovative Firms and Internationalization Policies

The concept of an “innovative firm” stems from “innovation”. The definition of what constitutes
an innovative firm has varied over the past three decades [24–28]. Due to the differences in research
perspectives and research backgrounds, there is not a unified definition of the concept of “innovative
firm”, but all are defined by the core of innovation. Therefore, in this study, we reference the definition
of an innovative firm from the World Bank for the publication “Promoting Enterprise-Led Innovation
in China”. It states that the innovative firm should have core technology with independent intellectual
property rights, continuous innovation ability, driven power in industry and independent brands,
strong profitability and higher management level, innovative development strategy and innovative
culture [29]. Internationalization of enterprises is one of the most important subjects in the field of
strategic management. Previous studies defined the internationalization of enterprise from different
theoretical perspectives [2,30–33]. This article considered the internationalization of enterprises as
an investment in foreign markets. Luo and Tung [2] defined internationalization of enterprises from
emerging markets, as engaging in OFDI implementing effective control and conducting value-added
activities abroad. The relationship between internationalization of enterprise and innovation is
influenced by many factors [34–38], the strategy of internationalization reduces the volatility of
corporate income and corporate risk, which is beneficial to firms’ continuous R&D investment and
innovation [39].

China’s strategy of building an innovative country has continuously cultivated a group of
innovative enterprises. Since 2006, The Chinese government has launched the pilot work of innovative
enterprises, which should be outstanding in five aspects. Moreover, the three departments set
an evaluation index system to assess innovative enterprises from these pilot innovative enterprises.
More specifically, the evaluation index system includes the ratio of R&D expenditures to total revenue,
the number of patents per thousand researchers, the ratio of new products’ sales revenue to main
business revenue, the labour productivity of the whole company, and the innovation of organization
and management. Accordingly, three departments evaluated 356 innovation firms from 550 pilot
innovative firms between 2008 and 2011, and the remaining 194 pilot innovative firms did not meet
the indicators of innovative firms. The government of China clearly emphasized the goal to cultivate
a scale of world-class innovative enterprises and the important significance of innovation firm influence
on economic development in the “Outline of Innovation-Driven Development Strategy” in 2016 [40].

The Chinese government has developed a series of preferential policies to provide a beneficial
international environment for Chinese enterprises to go out. Firstly, the Chinese government has
launched the strategies of “go out” and “One Belt One Road” to promote international activities.
The government proposed that Chinese multinational firms “go out” as one of the four new national
strategies since 2000, and the Chinese government decided to support enterprises that “go out” and
carry out international business activities during the National Business Work Conference in 2006 [2]. In
2012, China not only required enterprises to accelerate the pace of internationalization but also proposed
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a goal to nurture a group of world-class multinational enterprises [41]. In 2013, The government
proposed a new strategic cooperation framework “One Belt One Road” to promote cooperation between
MNEs and other major regions and countries [42,43]. Secondly, China’s relevant ministries and agencies
have jointly proposed various measures [11,41,44]. As mentioned by Luo, et al. [45], the outward FDI
promotion policies made by the Chinese government are economically necessary and complementary
to the system to offset the discounts the disadvantages of MNCs in global competition. Therefore, such
profitable macro policies and institutional incentives significantly promote the internationalization
process of Chinese companies.

There is a gap in the literature on the internationalization of Chinese companies: what are
the innovative enterprises’ internationalization process, especially for Chinese firms that need
internationalization. Therefore, it is necessary to conduct in-depth studies about the paths of
Chinese innovative enterprises, include the entry mode of international expansion, the market location,
and entry speed.

2.2. The Paths of Internationalization

Concerning previous studies [2,9,15,46,47], this article focuses on the entry mode, market
location, and entry speed, because these factors are the three most critical dimensions in the path of
internationalization of multinational corporations, and they are of strategic importance to the enterprises’
business [48]. Therefore, the following three sections will introduce and review related research.

2.2.1. The Entry Mode of the International Expansion

Research on the choice of entry mode of the multinational corporation has always been a key area
in the paths of internationalization. Entry mode can be defined as an institutional arrangement that
would have a significant influence on firms’ decision-making in the future [49]. Each enterprise could
choose the entry mode such as export, joint venture, strategic alliance, WOS (wholly-owned subsidiary),
M&A (merger & acquisition), and other access options to conduct international activities [46,50]. Firstly,
Export is one of the most important entry modes for companies to expand their business and market
bases to another country in order to gain more opportunities and achieve better performance [51–55].
In this study, we measure the export channel as a company’s office or agents branch channel located
overseas using self-managed operations in export (hierarchical modes) [56]. Secondly, an equity joint
venture is an economically and legally independent organizational entity in which over and above two
parent organizations jointly invest in resources for the pursuit of certain objectives [57,58]. The joint
venture represents a longer-term cooperation strategy which compares to the contractual forms of
interfirm cooperation [59]. Thirdly, the WOS entity has become and continue to be an important tool for
companies seeking opportunities in foreign markets, especially to remove intellectual property barriers
around the world [60]. However, there is a distinction between this entry mode and a joint venture, for
example, this entry mode doesn’t involve minority shareholder, and the parent company owns all
the shares of the wholly-owned subsidiary. Furthermore, another important foreign entry mode is
acquisition, which is a high-control commitment [61]. The reason behind the acquisition is generally
that the consolidation of two independent companies could create higher value than one company.

Based on existing studies, the international entry mode choice in the Chinese context mainly
included: (1) entry through joint ventures or through wholly-owned subsidiaries [10,62,63], and (2)
entry through greenfield investment or international acquisition [13,64–66]. Cui and Jiang [10] found
that when seeking assets to be the main purpose in OFDI, Chinese companies are more inclined to
establish the wholly-owned subsidiary instead of the joint venture, but a joint venture is preferred
when the firm is investing in a high growth host market. Furthermore, some Chinese companies
are trying to fill a huge knowledge gap through acquisitions, which inhibit them from competing
on the global stage [2,7,13]. Anderson, et al. [67] found that “compared with the entry mode of
greenfield investment, Chinese enterprises seek strategic assets in developed countries to carry out
internationalization mainly through M&A”. Liou [68] held the opinion that the industrial sector will
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affect the Chinese firms’ overseas transactions. For example, China’s large oil and gas companies tend
to choose M&A due to lack of resources and similar M&A transactions in the history of the industry.

2.2.2. The Market Location

Overseas location choice of MNCs is another important dimension of the path of
internationalization. These MNCs have important advantages when the overseas branches of
enterprises are in suitable countries or regions. The existing research on the location selection of
EMNEs’ internationalization mainly focuses on the host country’s choice between emerging economies
and developed economies. The main influencing factors include the host country system [11], the
internationalization motivation [10,69], host country resource endowment [70] and strategic assets [71].

Specifically, research on Chinese firms’ location choice was mainly focused on the choice between
emerging economies and developed economies. Because China is a middle-income country, Chinese
multinational corporations not only could participate in some outward FDI activities in developed
countries that are richer than China but also could choose to go to other developing countries with
lower income levels [72,73]. Cuervo-Cazurra and Genc [74] found that most EMNEs choose to expand
overseas in emerging economies because they have less regulation and less control of corruption,
and they have more operating room in overseas expansion through the system. For example, some
Chinese multinational corporations tend to invest abroad in certain tax-avoidance countries and
Southeast Asia countries [75]. However, Ramamurti found that the choice of location for Chinese
multinationals may depend on the ownership structure, and state-owned enterprises tend to choose
these regions with abundant natural resources and less political risk, while private firms pay more
attention to the host countries’ market size and production efficiency [5]. In general, the choice of
EMNEs for internationalized locations is still dominated by developing countries, and a few companies
will enter developed countries through mergers and acquisitions [76].

2.2.3. The Entry Speeds

As the dimension of time and change in the international “process”, the importance of the concept
of internationalization speed is increasingly valued. At present, compared with the research about
how to carry out an international strategy quickly after this enterprises’ establishment, there are
relatively few studies on the “initial speed” and “post-entry speed” of companies (e.g., Casillas and
Acedo [77]; Hilmersson and Johanson [78]). In recent years, some scholars have begun to deeply
analyze the conceptual connotation of the speed of internationalization and began to construct relevant
theoretical models [79,80]. However, some related studies have either described changes in specific
internationalization states or failed to explicitly state the division between internationalization and time,
so they fail to accurately define the speed of internationalization. In line with past research [23,47,81],
we measured the entry speed as “the average number of foreign outlets divided by the number of
years since the company’s initial international expansion. This measure is particularly suited when
studying the internationalization of large MNEs [82].

At the same time, the factors affecting the speed of internationalization of enterprises have
attracted the attention of researchers. At the organizational level, knowledge and capacity are the
main drivers of internationalization speed. Existing research not only examines the direct impact of
the type and characteristics of organizational knowledge on the speed of internationalization [23,83]
but also analyzes the moderator effect of empirical knowledge on the relationship between strategic
factors and internationalization speeds [23]. In the inter-organizational level, the network is a decisive
factor for the speed of internationalization. Although the academic community recognizes the value of
relational networks in the study of internationalization speeds, the impact of different dimensions of
the relationship network on the speed of internationalization is vastly different [84]. At the institutional
level, the host country system, home country system and infrastructure are the main influencing factors
in the speed of internationalization [85,86].
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2.3. The Determining Factors and the Internationalization Path

The internationalization process of multinational enterprises is affected by many genes, including
internal and outside constituents. Internal factors include the firm age, ownership structure, innovation
ability, international experience, international motivation. The external elements include the host
nation, such as the economic level, the political risk level, geographical localization and ethnic elements.

In fact, internal factors have the most significant and direct impact on the enterprises’ international
expansion. Based on the perspective of resource-based theory, previous research shows that the size of
the enterprise [21], the age of the enterprise [87], and the accumulation of international experience [88]
have positive relationships with enterprises’ overseas expansion. Other studies found that host
country experience is related to acquisitions [89,90]. Based on the knowledge-based theory, Dow and
Larimo [91] discovered that both the cluster-specific experiential knowledge and general international
knowledge are significantly related to the entry mode choice, but in the opposite direction [92,93]. In
addition, based on the institutional foundation, Ramasamy, Yeung, and Laforet found that ownership
structure is an important factor affecting the location of overseas investment. State-owned enterprises
tend to choose countries or regions with abundant natural resources and fewer political risks, while
private enterprises are more concerned with the market potential of host countries [9].

However, the impact of the external environments, especially the relationship of factors with the
host countries on the international path is becoming increasingly prominent. These factors include the
characteristics of the host country and the distance (and proximity) between the host country and home
country [94]. On the one hand, the host country’s macro-economic and financial market environment
has attracted the attention of multinational enterprises [94,95]. Meanwhile, these multidimensional
proximity factors such as institutional, language, nature, geographic, and economic proximity influence
international decision-making are more complex than other factors [96–98]. On the other hand,
the academic community has also developed some standards to measure the differences between
the host country and the home country. The most frequently used is the distance between certain
characteristics of the host country and the home country, such as cultural distance [99], institutional
distance, geographical distance [95], and psychological distance [100]. Based on the multi-dimensional
psychological distance measurement tools developed by Blomkvist and Drogendijk [101] and Dow
and Karunaratna [102], the results confirm that psychological distance has a large influence on the
entry mode selection, trade and market selection of the internationalization process of enterprises in
emerging countries.

To summarize, the issue here is like what we discussed earlier: previous studies have not considered
the influencing factors of innovative enterprises in the path of internationalization, especially these
multinational corporations from emerging countries. This opening creates an estimated problem by
the comparison of effects. Moreover, it only exists in a market and couldn’t meaningfully explain the
specific situation that may lead to a preference for a greenfield or an acquisition, developed countries
or developing countries, slow or fast entry speed.

3. Methods

3.1. Data Sources and Research Sample

We constructed an unbalanced panel data set for the period of 1991–2017 to explore the paths of
internationalization of Chinese innovative firms. We employ two novel firm-level data set.

The first dataset consists of information with 356 innovative firms. The list of innovative firms was
obtained from the Ministry of Science and Technology of the People’s Republic of China (MOST) [101].
Enterprises bear the main responsibility of national innovation development in China. Therefore, three
Chinese central organizations (that consisted of MOST, the State Asset Supervision and Administration
Commission and the All China Federation of Trade Unions) have evaluated 356 innovative firms (the
first batch of 91 national innovative enterprises was assessed and determined in 2008, the second batch
of 111 innovative enterprises was released in 2009, and the third batch of 154 innovative enterprises
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was evaluated and announced in 2011) based on five evaluation indicators. These evaluation indicators
include the ratio of R&D expenditures to total revenue, the number of patents per thousand researchers,
the ratio of new products’ sales revenue to main business revenue, the labour productivity of the
whole company, the innovation of organization and management. Then we obtained the firm-level
information from the official website of innovative firms, such as the date of establishment, the registered
address, business nature, and industry.

The second dataset consists of information with firms’ OFDI event. It was obtained from the
Ministry of Commerce of the People’s Republic of China (MOFCOM), which announced systematic
OFDI information of Chinese enterprises from 1991 to 2017, including the name of foreign investment
firms, the name of overseas subsidiaries/branches, the business scope of foreign subsidiaries /branches,
investment location and the date of approval. As the public official statistical data, it has been widely
applied to IB research [103,104]. To reflect the real state of Chinese firms’ Outward FDI, it is worth
noting that this study excludes the bias of research possibly resulted from the “reverse/round-tripping”
investments (i.e., Returning to the country with its own funds under the name of “foreign” subsidiary
company to obtain preferential treatment from the home government) [2]. The enterprises didn’t
engage in value-adding activities, and the “round-tripping investment” was not truly “go out” but
“bring in”, which belongs to policy rent-seeking [105]. Therefore, this study excluded these OFDI
event observations which the investment locations are Hong Kong, Macao, Taiwan and BVI (Bermuda,
British Virgin and Cayman Islands) [106–108]. Finally, the sample included about 38847 firms who
invested in 55398 overseas projects.

After merging these two databases and filtering out innovative firms’ OFDI observations, the final
obtainable dataset includes 156 innovative firms with complete information. We further check each
investment event and identify the overseas entry mode (exporting, joint venture, a wholly-owned
subsidiary, and acquisition) from the official website or annual report of innovative firms. Finally, we
have left 981 observations with 156 innovative firms between the period between 1991 and 2017.

Table 1 reports descriptive statistics. Section A displays that the location of OFDI of the sample
of Chinese innovative enterprises OFDI location was concentrated in developed countries, not in
developing countries. Section B shows that the foreign entry mode of exporting and the wholly-owned
subsidiary was more than the foreign entry mode of acquisition and joint venture.

Of 156 innovative firms conducted the outward FDI in the data: 89 firms choose the exporting (455
observations), 51 firms choose the joint venture (87 observations), 101 firms choose the entry mode of
WOS (329 observations), and 56 firms choose the entry mode of acquisition (110 observations). Section C
shows that the sample of Chinese innovative firms is clustered in the manufacturing industry, scientific
research and technology services, and mining. These industries could provide more strategic assets,
such as technology opportunities, learning through observing, and sharing other foreign enterprises’
experience [74].

Table 1. Location of outward foreign direct investment (OFDI), entry mode of OFDI, and industry
distribution of sample firms.

Section A: Locations of OFDI No. of innovative firms No. of subsidiary/branch-year
observations

Developed countries 126 (80.77%) 431 (43.93%)
Developing countries 96 (61.54%) 550 (56.06%)
Total 156 981

Section B: Entry mode of OFDI No. of innovative firms No. of subsidiary/branch-year
observations

Exporting 86 (55.12%) 455 (46.38%)
Joint venture 49 (31.41%) 87 (8.87%)
Wholly-owned subsidiary 100 (64.10%) 329 (33.54%)
Acquisition 54 (34.61%) 110 (11.21%)
Total 156 981



Sustainability 2020, 12, 2575 8 of 27

Table 1. Cont.

Section C: Industry distribution of sample firms No. of innovative firms No. of subsidiary/branch-year
observations

Mining 12 (7.69%) 76 (7.75%)
Electricity, heat, gas and water production and supply 2 (1.28%) 22 (2.243%)
Building construction 4 (2.56%) 20 (2.04%)
Transport, storage and post 3 (1.92%) 12 (1.22%)
Scientific research and technology services 13 (8.33%) 18 (1.83%)
Agriculture, forestry, animal husbandry and fishery 1 (0.64%) 19 (1.94%)
Wholesale and retail trade 5 (3.21%) 14 (1.43%)
Information transmission, software, and information
technology services 6 (3.85%) 25 (2.55%)

Manufacturing 109 (69.87%) 772 (78.70%)
Leasing and business services 2 (1.28%) 3 (0.31%)
Total 156 981

Section D: State ownership of sample firms No. of innovative firms No. of subsidiary/branch-year
observations

SOEs affiliated to local governments (SOELGs) 32 (20.51%) 219 (22.32%)
Private investors (PI) 90 (57.69%) 470 (47.91%)
State-owned Asset Supervision and Administration
Commission (SASAC) 34 (21.79%) 292 (29.77%)

Total 156 981

3.2. Variables

Table 2 contains the measures of variables and data sources.

Table 2. Variables, measures and sources.

Variables Measures Sources

Location choice Equal to 1 for developed country (if DGPP > China); 0 for
developing country (if DGPP < China). MOFCOM

Entry mode choice Equal to 1 for exporting; 2 for JV; 3 for WOS; 4 for Acquisition MOFCOM

Entry speed The number of days between the operation and the immediate prior
operation of the firm. MOFCOM

Host country experience The number of years a firm has operated it OFDI in a host country. MOFCOM

Entry mode experience The number of overseas subsidiaries/branches a focal firm has
chosen with specific entry mode. MOFCOM

Motivations of OFDI

(1) Equal to 1 for resource-seeking, 0 otherwise;
(2) Equal to 1 for market-seeking, 0 otherwise;
(3) Equal to 1 for technology-seeking, 0 otherwise;
(4) Equal to 1 for strategic asset-seeking, 0 otherwise;
(5) Equal to 1 for global strategy, 0 otherwise;

MOFCOM

Psychic distance The distance between home and host country that factors preventing
or disturbing the flow of information between firms and markets. Blomkvist, K et al. [101]

Institutional proximity Equal to 1 if China and the host country own a similar system
characteristic; 0 otherwise. CEPII’s database

Language proximity Equal to 1 if China and the host country use the same official
language; 0 otherwise. CEPII’s database

Nature proximity Equal to 1 if China and the host country belong to the same cultural
circle, 0 otherwise. Blomkvist, K et al. [101]

Geographic proximity The distance between Beijing and host country‘s capital, unit(KM). CEPII’s database

Economic proximity Equal to 1 if China and the host country belong to the same income
group; 0 otherwise. The World Bank

Firm age The number of years since a firm has operated Annual report

International innovation
ability The number of PCT patents granted by WIPO. https://patentscope.wipo.

int/search/en/search.jsf

Domestic innovation
ability The number of Chinese patents granted by SIPO. http://www.pss-system.

gov.cn/

https://patentscope.wipo.int/search/en/search.jsf
https://patentscope.wipo.int/search/en/search.jsf
http://www.pss-system.gov.cn/
http://www.pss-system.gov.cn/
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Table 2. Cont.

Variables Measures Sources

Stock listed Equal to 1 for listed enterprises, 0 otherwise. Annual report

Ownership structure Equal to 3 for SASAC, 2 for SOELGs, and 1for PI. Annual report

Industry policy Equal to 1 if the firm operates in the encouraged industry in the
specific country, 0 otherwise. MOFCOM

Marketization The level of marketization in different provinces of China. The National Economic
Research Institute index

Industry dummies 1, if the MNE is in a given industry; 0, otherwise. Annual report

Year dummies 1, if the foreign entry is in a given year; 0, otherwise. MOFCOM

3.2.1. Dependent Variables

In order to study the paths of internationalization of Chinese innovative firms, we examined three
significant dependent variables. These variables are used in Table 2.

Entry mode choice. It is a categorical variable indicating the entry mode that a specific firm has
selected. We measure and recognize the foreign entry mode by checking each innovative firms’ official
website and annual report. According to the principle of data statistics of MOFCOM, these entry
modes in our study include exporting, a wholly-owned subsidiary, joint venture and acquisition. In
this inquiry, the exporting entry mode is evaluated as the institution of a new foreign branch or agency
abroad, the wholly-owned subsidiary is measured as the establishment of a new foreign subsidiary
operation, and the stock right should be owned by only one parent. The joint venture means a new
subsidiary established by two or more parents together, and acquisition is measured as the purchase of
an existing company in the host country by an MNE [109]. Therefore, we measure the variable of entry
mode choice as 1 for the exporting, 2 for the joint venture, 3 for the wholly-owned subsidiary, and 4 for
the acquisition.

Location choice. It is a dummy variable indicating the selection level of market location. This
study uses the same definition of “foreign location choice” as the World Bank (2016), who constructed
the foreign location choice as developed countries or developing countries. We measure the variable as
1 for developed countries and 0 for developing countries [73,103].

Entry speed. We calculated the time between the focal OFDI event and the one immediately
thereafter (number of days) as an indicator of the entry speed of the internationalization. Therefore,
the entry speed of a focal OFDI activity has been measured as the number of days between the focal
operation and the immediate prior operation of the same firm [23,110,111].

3.2.2. Independent Variables

This research also includes several determining variables. Firstly, host country experience and
entry mode experience are valuable and inimitable firm-specific resource accumulated over time. Host
country experience is measured by the number of years a focal firm has operated in a specific host
country since its first OFDI activity in that country [87,112–114]. Entry mode experience is measured by
the number of overseas subsidiaries/branches a focal firm has built with specific entry mode [115–117].
Secondly, we measure and identify the motivation of internationalization as five dummy variables based
on the business scope of each branch/subsidiary, the motivations contain resource-seeking [118,119],
technology-seeking [120], market-seeking, strategic [121,122], assets-seeking [10,20,67,123], and the
global strategic-seeking [2,9,10,124,125]. We equal the motivations to 1 for the business of foreign
subsidiary/branch containing the contents what we set, otherwise 0.

Thirdly, we take into firm age, international innovation ability and domestic innovation ability
account the possible explanation from the resource-based theory. We measured the firms’ age as the
number of years since incorporation [87,126]. We measured the firms’ international innovation ability
as the number of granted PCT patents from the World Intellectual Property Organization (WIPO) [127]
and measured the domestic innovation ability as the number of granted Chinese patents from the
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State Intellectual Property office of the P.R.C (SIPO) [6,66]. Fourth, we consider the industry policy
and marketization to think of the possible explanation from the external policy environment [103,117].
We include a dummy variable (industry policy) equal to 1 if the firm operated in the encouraging
industry in the specific host country, otherwise 0. Moreover, prior entry mode studied by Xie [87],
who has paid close attention to the impact of the degree of marketization in a firm’s local economy. To
account for this effect, we incorporate a measure of region-specific marketization. The definition of the
marketization is the marketization development level of a regional [128].

In addition, we consider the psychic distance, multidimensional proximity, ownership structure
and stock-listed to include the possible explanation from the institution-based view. In this study,
the psychic distance is defined as the distance between the home country and the host country which is
a factor preventing or disturbing the flow of information between enterprises and markets. We use the
absolute differences regarding the level of industrialization, education, language, religion and political
systems [101,129]. In addition, we introduce the dummy variables institutional proximity, language
proximity, nature proximity, geographic proximity, economic proximity [97,98]. Based on the study
of Ramasamy, Yeung and Laforet [9], the firm ownership structure contains the State-owned Asset
Supervision and Administration Commission (SASAC), SOEs affiliated to local governments (SOELGs),
and private investors (PI). Prior researchers found that Chinese SOEs prefer low-equity entry modes
because they face greater institutional pressures in host countries than Chinese private firms [9,130].
The variable of ownership structure is equal to 3 if the Chinese innovative firm is SASAC, 2 for SOELG,
and 1 for PI. The status of the listing has a significant positive effect on the firms overseas invest in
developing countries. Therefore, we incorporate a dummy variable (stock-listed) that separates listed
from non-listed firms (is equal to 1 if listed) [103,131].

Finally, we generated industry dummy and year dummy to control for industry-specific effect and
time-specific effect. Because the Chinese government’s “Go out and go global” strategy has prioritized
OFDI activities for selected industries [73], we included the industry dummy to account for industry
heterogeneity. Table 2 displays the measures and data sources of the variables.

3.3. Empirical Model

The empirical analysis is divided into two steps. Firstly, we use a non-parametric model to assess
the impact of the individual variable (timing) on the probability of the OFDI event of innovative
enterprises. This was done with the non-parametric Kaplan-Meier estimator. Secondly, we consider
the multivariate factor analysis to evaluate the effect of each variable by using the Logit model and
the Cox proportional hazards regression model. The Kaplan-Meier estimator is used to detect the
possible significance of variable in duration, while the Cox proportional hazards model confirmed
this significance and detected signs of the influence of any analyzed variable, discarding individual
significant variables in the Kaplan-Meier estimator.

3.3.1. Kaplan-Meier Estimator

The Kaplan-Meier estimator is one of the most widely used in academic research, as it is
a non-parametric estimator with extremely few restrictions. Indeed, the only restriction needed to
be considered is that the observed firms—if the data are censored—are assumed to have continued
behaving the same way as they did until the OFDI event occurred. To apply this model, all observed
duration time was ordered from shortest to longest. For each of these periods, we need to know the
number of exits and censures produced. For each time, the individual probability of survival function,
accumulated over time, was found with the Kaplan-Meier estimator. Using Kaplan–Meier (KM)
estimator [132], the unconditional probability of an OFDI event occurring beyond time t is computed
as Equation (1).

S(t j) =
t∏

j=t0

(1−
d j

n j
) (1)
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where d j is the number of sample firms who have conducted the OFDI activities in each time interval
and n j is the number of sample firms in the probability of OFDI event occurrence.

3.3.2. Econometric Model

The selection of internationalization by the entry mode of exporting, joint venture, WOS, or M&A
is modelled as a qualitative problem. A multinomial logit model is specified to estimate the impact of
factors on the probability that each of the four alternatives would be chosen. The multinomial logit
model allows the influence variables to affect differential odds of choosing one alternative relative to
another. Therefore, the coefficient vector is specific to the substitution rather than the chosen firms.
Consequently, the specification of the probabilities is computed as Equation (2).

pi j = exp(xi jB j)/
j=4∑
j=1

exp(xi jB j) (2)

where pi j is the probability that the ith innovative firm will choose alternative entry mode j, xi j is
a vector of variables representing the variables characterizing the ith innovative firm and the jth entry
mode, and B j is the vector of coefficients to sum to one, the system of equations are over-identified.
The parameters can be estimated by setting the Bs of the alternative to 0. In our model, it stands to
reason to use exporting as the baseline case by which to compare the estimated parameters of the other
alternatives (joint venture, WOS or M&A). In this condition, the specification is reduced to Equation (3).

pi j = exp(xi jBi j)/1 +
4∑

e=2

exp(xi jB j) (3)

The baseline alternative is specified as Equation (4).

pi1 = 1/1 +
4∑

e=2

exp(xi jB j) (4)

The parameters (Bs) are estimated by maximizing a log-likelihood function using the
Newton-Raphson iteration procedure.

3.3.3. Cox Regression Model

The Kaplan-Meier estimator allowed a preliminary analysis of the OFDI event occurrence of
innovative firms. However, to analyse the influence of variables on the OFDI event occurrence of firms
properly, a model was constructed to consider the effect of all the independent variables simultaneously.

To cope with the observed heterogeneity more accurately, a vector X of variables was introduced
into the model, where each element represented the feature vector of the firm i at the time t. This
approach was adjusted using the Cox model, which used the following hazards model specification
(see Equation (5)).

hi(t) = h0(t) × eXiβ (5)

where the OFDI event probability of occurrence that innovative firm i faces at a time t is multiplicatively
proportional to the baseline function h0(t) which is left unspecified and the proportionate factor
depends on the set X of explanatory variables.
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4. Results

4.1. Descriptive Statistics

Table 3 contains descriptive statistics and Pearson correlation results. The average age of innovative
firms is 20.57, the average host country experience for the sample is 0.717, which is very close to 0.76-
average host country experience of Chinese firms reported in past studies, e.g., Xie [87]. As may be
seen, the average entry speed between any two operations is 741.282 days, although it has a very wide
variation range (from 0 to 58.8 years). In total, the average number of operations per firm is 6.13, with
a total of 981 operations made by 156 innovative firms. Among the Pearson correlation coefficients
between location choice, entry mode choice, entry speed and all the other variables, the correlation
coefficients between psychic distance and location choice (r = 0.491) are the largest positive one,
while the correlation coefficients between economic proximity and location choice (r = −0.522) are
the largest negative one. For the variable of entry mode choice, the correlation coefficients between
technology-seeking and entry mode choice (r = 0.265) are the largest positive one, while the correlation
coefficients between ownership structure and entry mode choice (r = −0.302) are the largest negative
one. For the variable of entry speed, the correlation coefficients between firm age and the entry speed
(r = 0.233) are the largest positive one, while the correlation coefficients between the international
innovation and entry speed (r = −0.26) are the largest negative one. Possible colinearity among
the constructs was tested by estimating variance inflation factors (all VIF < 10), and all passed the
recommended standards [133].
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Table 3. Descriptives and correlation matrix a.

Mean S.D. Min Max 1 2 3 4 5 6 7 8 9 10

1 Location choice 0.439 0.497 0 1 1
2 Entry mode choice 2.096 1.113 1 4 0.274 *** 1
3 Entry speed 741.282 2056.91 1 21464 0.128 *** 0.1 *** 1
4 Host country experience 0.717 2.073 0 15 0.073 ** 0.167 *** −0.04 1
5 Entry mode experience 2.771 3.629 0 22 −0.024 −0.038 −0.241 *** 0.353 *** 1
6 Firm age 20.57 13.3 2 75 0.062 * 0.117 *** 0.233 *** 0.054 * 0.041 1
7 Industry policy 0.445 0.497 0 1 0.033 0.094 *** 0.137 *** 0.121 *** 0.03 0.128 *** 1
8 Psychological distance 5.347 1.444 0.95 8.71 0.491 *** 0.179 *** 0.05 0.085 ** −0.01 −0.014 0.1 *** 1
9 Institutional proximity 0.056 0.230 0 1 −0.216 *** −0.117 *** 0.045 −0.009 −0.043 0.056* 0.04 −0.387 *** 1
10 Language proximity 0.044 0.205 0 1 0.121 *** 0.080 ** 0.053 * −0.028 −0.03 0 0.059 * 0.013 −0.052 1
11 Economic proximity 0.258 0.438 0 1 −0.522 *** −0.13 *** −0.082 ** −0.04 0.014 −0.084 *** 0.015 −0.258 *** −0.073 ** 0.01
12 Geographical proximity 8.827 0.600 6.7 9.87 0.143 *** 0.074 ** −0.066 ** 0.047 0.049 −0.03 −0.016 0.39 *** −0.324 *** −0.152 ***
13 Nature proximity 0.234 0.424 0 1 −0.233 *** −0.011 0.041 −0.047 −0.029 0.06 * 0.046 −0.392 *** 0.325 *** 0.387 ***
14 Resourcess-seeking 0.153 0.36 0 1 −0.039 0.241 *** 0.084 *** 0.038 −0.017 0.195 *** 0.035 0.005 0.02 0.02
15 Technology-seeking 0.119 0.324 0 1 0.251 *** 0.265 *** 0.071 ** 0.125 *** 0.041 0.025 0.056 * 0.186 *** −0.076 ** 0.044
16 Strategic asset-seeking 0.315 0.465 0 1 0.001 −0.12 *** −0.068 ** −0.006 −0.1 *** −0.077 ** 0.006 −0.007 −0.022 0.005
17 Market-seeking 0.709 0.454 0 1 −0.144 *** −0.046 0.055 * −0.021 0.029 0.027 0.104 *** −0.109 *** 0.019 −0.049
18 Global strategy 0.032 0.175 0 1 0.028 −0.063 ** −0.021 0.03 −0.042 0.087 *** 0.014 0 −0.019 −0.01
19 Ownership structure 1.821 0.863 1 3 −0.213 *** −0.302 *** −0.141 *** −0.108 *** −0.062 * −0.02 0.001 −0.125 *** 0.081 ** −0.025
20 Domestic innovation 3.702 2.697 0 10.3 −0.009 −0.024 −0.214 *** 0.163 *** 0.366 *** −0.053 * −0.061 * −0.024 −0.052 0.005
21 International innovation 3.95 2.162 0 10.21 −0.015 −0.004 −0.26 *** 0.173 *** 0.441 *** 0.095*** −0.02 −0.066 ** −0.025 0.04
22 Stock listed 0.392 0.489 0 1 −0.001 0.132 *** −0.112 *** 0.024 0.004 −0.299 *** 0.029 0.143 *** −0.100 *** 0.004
23 Marketization 7.66 1.655 2.87 11.8 0.003 −0.099 *** −0.096 *** −0.006 0.03 −0.268 *** −0.124 *** −0.03 0.056 * −0.018
24 Year dummy 2011 4.322 1991 2017 −0.01 0.123 *** 0.049 0.096 *** 0.135 *** 0.244 *** 0.156 *** 0.006 0.031 0.016
25 Industry dummy 1.908 2.076 1 10 −0.005 0.051 0.090 *** −0.039 −0.108 *** 0.072 ** 0.082 ** −0.057 * 0.081 ** 0.031

11 12 13 14 15 16 17 18 19 20 21 22 23 24 25

11 1
12 0.213 *** 1
13 −0.101 *** −0.679 *** 1
14 −0.063 ** 0.018 0.079 ** 1
15 −0.102 *** 0.080 ** −0.055 * −0.104 *** 1
16 0.022 0.02 −0.07 ** −0.105 *** 0.035 1
17 0.121 *** −0.035 0.036 −0.184 *** 0.146 *** −0.422 *** 1
18 0.04 0.036 −0.045 −0.061 * −0.048 0.015 0.064 ** 1
19 0.098 *** 0.037 0.02 −0.04 −0.16 *** −0.024 0.028 0.105 *** 1
20 0.064 ** 0.006 −0.037 −0.224 *** 0.046 0.097 *** −0.084 *** 0.03 0.077 ** 1
21 0.016 −0.012 0.034 −0.096 *** 0.013 0.017 −0.058 * 0.016 0.123 *** 0.688 *** 1
22 −0.019 0.132 *** −0.087 *** −0.012 0.095 *** −0.106 *** 0.07 ** −0.105 *** −0.056 * −0.148 *** −0.156 *** 1
23 0.016 −0.045 0.023 −0.199 *** 0.007 0.144 *** −0.083 *** −0.009 −0.029 0.173 *** 0.155 *** −0.108 *** 1
24 −0.057 * −0.011 0.059 * 0.057 * 0.095 *** −0.138 *** 0.134 *** 0.07 ** 0.234 *** 0.089 *** 0.277 *** 0.149 *** −0.131 *** 1
25 −0.078 ** −0.068 ** 0.16 *** 0.288 *** −0.079 ** −0.05 −0.063 ** −0.014 0.219 *** −0.187 *** 0.016 −0.164 *** −0.041 0.204 *** 1

a n = 981; *** p < 0.001; ** p < 0.01; * p < 0.05; two-tailed test.
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4.2. Kaplan-Meier and Nelson-Aalen Estimators

We can use the Kaplan-Meier estimator to identify how the probability of market location choice
varies across the entry speed. Based on the Kaplan-Meier estimator, we plotted Figure 1 to illustrate the
probability of developed countries and developing countries. The figure clearly shows that the Chinese
innovative firms are more likely to choose a developing country than a developed country. Both the
Log-Rank test-statistic and Wilcoxon test-statistic confirm that difference is statistically significant at
the 1% level.
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Figure 1. Kaplan-Meier survival function, by location choice.

In addition, in order to analyze the difference of probability for entry mode choice in the developing
country and the developed country, we plotted Figures 2 and 3. Figure 2 depicts the Nelson-Aalen
cumulative hazard functions for different entry modes of innovative firms to invest in the developed
country. Between the entry speed of 17600 days (about 48.21 years) per operation and 1 day per
operation, the probability of entry mode choice from high to low in order as acquisition, WOS, exporting
and joint venture. Both the Log-Rank test and Wilcoxon test prove that the probability entry mode
choice has a significant difference. Furthermore, Figure 3 depicts the Nelson-Aalen cumulative hazard
functions of different entry modes of innovative firms in a developing country. The entry mode of
exporting has the highest probability and the acquisition has the lowest probability in developing
countries at all level of speeds, while the probability of WOS and joint venture are in the middle level.
Both the Log-Rank test-statistic and Wilcoxon test-statistic confirm that differences are statistically
significant at the 1% level.
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Figure 2. Nelson-Aalen cumulative hazard function, by entry mode in a developed country.
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4.3. Regression Analysis

Table 4 reports the results of the Logit model for location choice. Model 1 contains all the
variables that may have some influence on the MNEs’ foreign location choice in the activities of
internationalization. Some of the variables have significant effects on foreign location choice. On one
hand, the firm age, psychic distance, and the motivation of technology seeking have significant positive
effects on the location choice to developed countries. on the other hand, the nature proximity, the
ownership structure, the motivation of resource seeking and the motivation of strategic asset seeking
have significant positive effects on the location choice to developing countries. Table 4 reports the
results of the Multinomial Logit model for entry mode choice. The entry mode of exporting is the base
outcome, the host country experience, the motivation of resource seeking and technology seeking,
and the stock listed have significant positive effects on the entry mode choice of the joint venture,
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WOS, and acquisition, while the entry mode experience, the motivation of strategic asset seeking
and the ownership structure has a significant negative effect on the entry mode choice. Column 2
contains all the variables that may have some influence on the entry mode choice of the joint venture.
Moreover, the firm age and nature proximity have significant positive effects on the choice of the joint
venture. Column 3 contains all the variables that may have some influence on the entry mode choice of
WOS. The language proximity, the geographical proximity, the motivation of market seeking, and the
domestic innovation ability have significant positive effects on the entry mode choice of WOS, while
the marketization has significant negative effects on the entry mode choice of WOS. Column 4 contains
all the variables that may have some influence on the entry mode choice of acquisition. The firm age
and the international innovation ability have significant negative effects on the entry mode choice of
acquisition, while the economic proximity has significant positive effects on the entry mode choice on
the acquisition.

Table 4. Multinomial Logit model for the location choice and entry mode choice.

Developed Country-1
Developing
Country-0

Entry Mode Choice
Exporting is the Base Outcome

Variables
Location Choice Joint Venture WOS Acquisition

(1) (2) (3) (4)

Host country experience −0.013 0.315 *** 0.247 *** 0.269 ***
(0.056) (0.079) (0.062) (0.082)

Entry mode experience −0.022 −0.114 ** −0.059 ** −0.326 ***
(0.034) (0.046) (0.029) (0.059)

Firm age 0.013 0.033 *** 0.006 0.029 ***
(0.009) (0.011) (0.008) (0.011)

Policy industry 0.282 −0.071 0.177 0.158
(0.230) (0.287) (0.187) (0.273)

Psychic distance 0.340 *** 0.063 −0.011 0.126
(0.087) (0.119) (0.081) (0.120)

Institutional proximity −18.247 −0.952 −0.526 −1.030
(2612.197) (0.767) (0.524) (1.135)

Language proximity 17.735 0.742 1.067 ** 0.419
(903.825) (0.650) (0.511) (0.820)

Economic proximity −42.545 −0.362 −0.219 −1.090 ***
(1445.126) (0.364) (0.224) (0.420)

Geographical proximity 0.094 0.608 0.437 ** 0.448
(0.248) (0.393) (0.220) (0.369)

Nature proximity −1.902 *** 1.358 *** 0.343 −0.151
(0.375) (0.516) (0.327) (0.557)

Resource seeking −0.807 ** 1.823 *** 1.673 *** 1.999 ***
(0.365) (0.436) (0.356) (0.440)

Technology seeking 1.506 *** 1.426 *** 1.567 *** 2.107 ***
(0.447) (0.481) (0.345) (0.404)

Strategic asset seeking −0.498 * −0.865 ** −0.579 ** −0.875 ***
(0.272) (0.369) (0.229) (0.322)

Market seeking −0.426 0.551 0.438 * −0.379
(0.284) (0.389) (0.258) (0.324)

Global strategy 0.893 −1.130 −0.765 −0.217
(0.737) (1.068) (0.523) (0.742)

Ownership structure −0.727 *** −0.486 *** −0.837 *** −0.819 ***
(0.139) (0.185) (0.123) (0.201)

Stock listed
−0.264 1.066 *** 0.463** 1.416 ***
(0.252) (0.327) (0.215) (0.320)

Marketization
0.023 0.080 −0.106 * 0.005
(0.073) (0.091) (0.060) (0.088)

International innovation
ability

0.082 −0.016 −0.016 0.225 **
(0.074) (0.095) (0.062) (0.102)

Domestic innovation ability −0.025 0.046 0.164 *** 0.053
(0.060) (0.074) (0.050) (0.078)

Constant
−0.795 −8.869 ** −3.176 −6.204 *
(2.262) (3.627) (2.013) (3.281)

Observations 981 981 981 981

Standard errors in parentheses; *** p < 0.01, ** p < 0.05, * p < 0.1.
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Table 5 reports all the variables that may have some influence on the entry mode choice in
developing countries (column 1–3) and in developed countries (column 4–6).

The results of the influence factors on the entry mode choice in developing countries are listed in
column 1–3. The host country experience has a significant positive on the choice of the joint venture and
WOS (column 1–2), while the entry mode experience has a significant negative effect on the entry mode
of acquisition in developing countries (column 3). The motivation of resource seeking and technology
seeking have significant positive effects on the entry mode choice in developing countries (column 1–3),
while the motivation of strategic asset seeking and the ownership structure have a significant negative
effect on the entry mode choice in developing countries (column 1–3). The motivation of market
seeking has a significant positive effect on the entry mode of the joint venture and WOS in developing
countries (column 1–2). In addition, from the perspective of firm age, ownership structure and stock
listed, the firm age has a significant positive effect on the entry mode choice in developing countries
(column 1–3), the ownership structure has a significant negative effect on the entry mode choice in
developing countries (column 1–3), that means the private enterprises are more likely to choose the
WOS and acquisition in developing countries compared with state-owned enterprises. The stock listed
firms are more likely to choose the choice of the joint venture and acquisition in developing countries
(column 1, 3). Finally, the firms’ international innovation ability and marketization have significant
positive effects on the entry mode of acquisition (column 3), while the domestic innovation ability
has a significant positive effect on the entry mode of WOS (column 2). The nature proximity has
a significant positive effect on the entry mode of a joint venture (column 1), that means the choice the
joint venture entry mode in the host country with the similar religious culture.

The results of the influence factors on the entry mode choice in developed countries are listed in
column 4–6. The host country experience and firm age have significant positive effects on the entry
mode of joint venture and acquisition in developed countries (column 4, 6), while the entry mode
experience has a significant negative effect on the entry mode in developed countries (column 4–6). This
result is consistent with Luo and Tung’s springboard theory [2]. From the perspective of international
motivation. The motivation of resource seeking has a significant negative effect on the entry mode of
WOS and acquisition (column 5–6), the motivation of global strategy has a significant positive effect
on the entry mode of acquisition (column 6), the motivation of technology seeking has a significant
negative effect on the entry mode of acquisition (column 6), while the motivation of market seeking has
a significant negative effect on the entry mode choice (column 4–6). The language proximity, economic
proximity, and nature proximity have significant positive effects on the entry mode of WOS (column 5),
but geographical proximity and nature proximity have significant positive effects on the entry mode of
acquisition (column 6). However, the ownership structure has a significant negative effect on the entry
of WOS and acquisition (column 5–6). The international innovation ability has a significant positive
effect on the entry mode of joint venture and acquisition (column 4,6), while the Domestic innovation
ability has a significant negative effect on the entry mode of choice (column 4–6).

Table 6 reports the results of the Cox proportional hazard model for the entry speed. The entry
mode experience has a significant negative effect on the entry speed both in developing countries
and developed countries, while the firm age has a significant positive effect on the international entry
speed, that means the international entry speed is higher for older firms. In addition, the result of
column 1 also incorporates the negative linear influence of other variables, such as the motivation
of strategic asset seeking, ownership structure, stock listed and international innovation ability on
the entry speed in developing countries. The result of column 2 also incorporates the positive linear
influence of other variables like policy industry on the entry speed in developed countries, which
means these innovative firms have a higher speed of investment in these industries supported by
policy from the developed countries’ government. Afterwards, the international innovation ability has
a negative effect on the entry speed in developed countries.
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Table 5. Multinomial Logit model for the entry mode choice.

Variables
Exporting is the Base Outcome- in a Developing Country Exporting is the Base Outcome- in a Developed Country

Joint Venture WOS Acquisition Joint Venture WOS Acquisition
(1) (2) (3) (4) (5) (6)

Host country experience 0.431 *** 0.392 *** 0.121 0.244 ** 0.134 0.217 **
(0.133) (0.098) (0.265) (0.105) (0.083) (0.100)

Entry mode experience −0.080 −0.030 −0.401 *** −0.146 ** −0.072 * −0.306 ***
(0.064) (0.045) (0.142) (0.073) (0.043) (0.070)

Firm age 0.036 ** 0.024 * 0.051 * 0.032 ** −0.012 0.022 *
(0.018) (0.012) (0.028) (0.016) (0.012) (0.013)

Policy industry −0.154 0.133 −0.605 0.090 0.412 0.223
(0.413) (0.278) (0.612) (0.478) (0.298) (0.366)

Psychic distance −0.118 −0.151 −0.616 * 0.228 0.095 0.275 *
(0.183) (0.136) (0.316) (0.218) (0.124) (0.157)

Institutional proximity −1.352 −0.603 −1.362 −1.641 −0.692 −0.199
(0.886) (0.620) (1.391) (1.213) (0.867) (1.416)

Language proximity 0.760 1.125 −16.064 1.270 0.547 * 0.299
(1.222) (0.884) (2384.170) (0.932) (0.330) (0.465)

Economic proximity −0.143 0.021 0.451 3.934 *** 1.702 ** −0.212
(0.474) (0.317) (0.683) (1.521) (0.751) (1.323)

Geographical proximity 0.420 0.507 −0.036 0.565 0.648 1.190 **
(0.533) (0.343) (0.657) (0.712) (0.540) (0.596)

Nature proximity 1.157 * 0.401 −0.267 0.346 0.986 ** 1.469 ***
(0.650) (0.436) (0.832) (0.617) (0.396) (0.450)

Resource seeking 2.814 *** 2.607 *** 3.066 *** −0.400 −0.569 * −0.707 *
(0.640) (0.540) (0.892) (0.523) (0.333) (0.390)

Technology seeking 3.888 *** 3.376 *** 3.770 *** −0.083 −0.226 −0.936 **
(1.034) (0.904) (1.264) (0.557) (0.357) (0.403)

Strategic asset seeking −1.810 *** −0.771 ** −1.472 * −0.565 −0.512 −0.049
(0.649) (0.353) (0.890) (1.221) (0.731) (0.815)

Market seeking 1.129 * 1.179 *** 0.406 −0.714 * −0.624 *** −0.587 **
(0.680) (0.441) (0.839) (0.378) (0.209) (0.279)

Global strategy −15.588 −1.108 −14.767 0.691 0.472 1.314 ***
(2,111.196) (0.847) (2455.189) (0.503) (0.316) (0.400)

Ownership structure −0.502 ** −0.942 *** −0.834 ** −0.055 −0.241 *** −0.196 *
(0.246) (0.173) (0.401) (0.139) (0.091) (0.111)

Stock listed
1.366 *** 0.516 2.476 *** 0.181 0.014 0.143
(0.499) (0.337) (0.787) (0.153) (0.097) (0.127)

Marketization
0.177 0.030 0.432 * −0.119 0.133 * 0.054

(0.142) (0.093) (0.227) (0.121) (0.078) (0.101)

International innovation ability −0.125 −0.036 0.562 ** 0.244 ** 0.134 0.217 **
(0.135) (0.091) (0.255) (0.105) (0.083) (0.100)

Domestic innovation ability 0.156 0.215 *** 0.160 −0.146 ** −0.072 * −0.306 ***
(0.107) (0.073) (0.165) (0.073) (0.043) (0.070)

Constant
−7.880 −5.495 * −5.976 −14.010 * −3.003 −3.324
(5.035) (3.184) (6.458) (8.134) (2.966) (4.088)

Observations 471 471 471 426 426 426

Standard errors in parentheses *** p < 0.01, ** p < 0.05, * p < 0.1.
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Table 6. Empirical results—Cox-hazard regression model. (the entry speed).

Variables
Developing Country Developed Country

(1) (2)

Host country experience −0.045 0.020
(0.029) (0.023)

Entry mode experience 0.083 *** 0.059 ***
(0.016) (0.015)

Firm age −0.030 *** −0.033 ***
(0.005) (0.005)

Policy industry −0.135 −0.193 *
(0.100) (0.111)

Institutional proximity 0.074 −0.080
(0.047) (0.049)

Language proximity −0.146 0.172
(0.206) (0.145)

Economic proximity 0.460 0.022
(0.337) (0.320)

Geographical proximity −0.073 0.094
(0.118) (0.248)

Nature proximity 0.148 −0.022
(0.124) (0.125)

Psychic distance 0.237 −0.330
(0.156) (0.286)

Resource seeking −0.143 −0.032
(0.177) (0.192)

Technology seeking −0.173 −0.144
(0.236) (0.134)

Strategic asset seeking 0.322 ** −0.048
(0.132) (0.122)

Market seeking −0.224 −0.021
(0.142) (0.126)

Global strategy 0.033 0.180
(0.297) (0.274)

Ownership structure 0.299 *** 0.026
(0.062) (0.084)

Stock listed
0.336 *** 0.110
(0.121) (0.123)

Marketization
0.047 −0.026

(0.035) (0.033)

International innovation ability 0.109 *** 0.057
(0.033) (0.037)

Domestic innovation ability −0.036 0.052
(0.027) (0.033)

Log likelihood −2839.089 −2318.751
Chi2 181.52 *** 99.83 ***
Observations 550 431

Standard errors in parentheses; *** p < 0.01, ** p < 0.05, * p < 0.1.

5. Discussion and Conclusions

Drawing on international process theory, we develop a three aspect (entry mode, market location
and entry speed) to analyze the path of internationalization of innovative firms, and to explain how
factors influence the choice of internationalization path made by innovative firms to invest abroad.
Using OFDI event information by Chinese innovative firms over a twenty-seven year period, we find
that: (1) Chinese innovative firms are more likely to choose a developing country than a developed
country, (2) investing in developed countries, the probability of entry mode choice of innovative firms
from high to low is acquisition, wholly-owned subsidiaries, export and joint venture, (3) investing
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in developing countries, the entry mode of export is most likely and acquisition is least likely to be
chosen, and (4) this tendency and path of internationalization of choice in entry mode, market location
and entry speed are influenced by the international experience, firm age, multidimensional proximity,
psychical distance, internationalization motivation, ownership structure, marketization, listed stock
and innovation ability. Below, we discuss our contributions to the literature on international process
literature and EMNEs internationalization literature.

5.1. Contributions

The purpose of this study was to elucidate the paths of internationalization of Chinese innovative
enterprises and explore the influencing factors. Our contributions are as follows:

First, our study contributes to the EMNEs’ internationalization process literature by distilling the
specific knowledge types of international paths. The paths of internationalization are a complicated
phenomenon, but a considerable amount of literature about Chinese firms in the field has focused
on understanding only one or two dimensions (entry mode, market location, or entry speed) [13,20,
73,94,134], leaving how Chinese firms choose the paths quite underresearched. Our work defines
the paths of internationalization by the three dimensions simultaneously, and its main novelty is the
incorporation of speed as an explicit dimension in the study of internationalizing processes. Following
this approach, we propose different portfolio for the paths of internationalization: (1) entry mode
choice, (2) market location choice, (3) market location and entry mode choice, (4) entry speed and
market location choice, (5) entry speed and entry mode choice.

Second, our study also shows the influence of international motivation on the choice of paths of
internationalization. (1), for the market location choice, we have found that these innovative firms
that have the international motivation of resource-seeking and strategic asset seeking prefer to expand
investment activities in developing countries, while the innovative firms that have the international
motivation of technology-seeking would prefer to expand their business to developed countries. In
addition, the nature proximity is a significant influence factor in location choice. (2), for the entry mode
choice, we have found that these innovative firms that have the innovation ability, the motivation
to seek resources, market, and technology would more likely choose the entry mode of greenfield
investment and acquisition. The listed corporates and private enterprises would more likely choose
the entry mode of greenfield investment and acquisition. This result is effective for the host countries
of developing countries but is not found in developed countries.

Third, our study also shows the importance of international experience in the process of
internationalization. On the one hand, for Chinese innovative firms, the more host country experience
they have, the greater the probability to choose the greenfield investment in that country. On the other
hand, our study also found these Chinese innovative firms that implement the foreign acquisition
activities not based on the entry mode experience, and this finding is logically consistent with the
springboard theory of Luo and Tung [17]. Moreover, the entry mode experience would decelerate the
internationalization, but this tendency not found for the host country experience.

In addition, our study has defined the number of factors behind the choice of market strategy
and location. We introduce the multidimensional proximity in our study, and the result shows that
the language proximity, geographical proximity, economic proximity and the nature proximity have
a significant positive effect on the entry mode choice of greenfield investment. This result is more
effective for these firms that go to developed countries but not developing countries. However,
multidimensional proximity has no significant effect on the entry speed of internationalization.

Furthermore, our study enhances the knowledge-based perspective within the EMNEs
internationalization literature by showing that the choice of paths of internationalization is driven by
firms’ international innovation ability and domestic innovation ability. For a long time, innovation
ability has always been considered the main source of competitive advantage. Moreover, it draws
attention from the researchers of the IB field, but previous research mainly discussed the improving
relationship between the internationalization process and the enterprise’s innovation [135,136]. Whether



Sustainability 2020, 12, 2575 21 of 27

the enterprise’s innovation ability has an impact on the enterprises’ path of internationalization is
still an uncertain theoretical gap [137]. By adopting the knowledge-based perspective in the study of
MNEs’ international process, we provide new insights into the relationship between the innovation
ability and paths of internationalization. In doing so, we reveal the influence of MNEs’ international
innovation ability and domestic innovation ability on the entry mode choice, market location choice
and entry speed.

Finally, our study mitigated the paucity of research regarding studies situated at innovative
enterprises by adopting an interpretive approach in EMNEs’ internationalization.

5.2. Managerial Implications

Along with the academic contributions, our findings also offer valuable guidelines for globally-focused
managers from emerging economies who aim to enhance development through internationalization.

First, the current state shows that Chinese innovative firms would more likely choose developing
countries than developed countries [138]. This result is in accordance with the vision and action of the
Belt and Road policy, in which investment and trade cooperation is a “major task” and the 60 or so
countries in Asia, Europe and Africa along the Belt and Road are likely to be the initiative’s priority
targets of investment. Although the host country from some developing economies may facilitate
resource, policymakers should realize that Chinese MNEs need to identify cutting-edge technology
when expanding overseas.

Second, our study proves that the probability of entry mode choice has a significant difference in
developing countries and developed countries. Therefore, our study suggests that EMNEs should
choose the entry mode of export or greenfield investment in developing countries and should choose
the entry mode of greenfield investment or acquisition in developed countries.

Further, EME managers should realize that they do not always need to seek strong institutions
when expanding overseas but instead, they should look for countries with a high psychic distance to
their home countries if their firms have the international motivation for seeking technology. While their
firms have the motivation to seek market and resources through the process of internationalization,
they could expand their business region to developing countries. Besides, these MNEs could choose the
entry mode of greenfield investment in the host country with high language proximity, geographical
proximity, economic proximity and nature proximity.

5.3. Limitations and Future Research

The present findings have limitations that may guide further research.
Firstly, as is the case with many other studies of firm internationalization, the dataset consists

mainly of innovative enterprise. Therefore, the analysis excludes firms that completely failed or
non-innovative companies during the period analyzed. The innovative enterprise was evaluated
between the years 2008 and 2011. This first limitation calls for future research on the comprehensive
assessment of innovation capabilities. An important first step would probably be to analyze this
question in depth using qualitative case studies. Moreover, a relevant sample would be the investigation
of paths of internationalization of innovative enterprises and other enterprises.

Secondly, with the panel data of enterprises’ outward FDI for the internationalization, we
employed a well-accepted but aggregated measurement as a proxy. For future research, it would be
interesting to provide a systematic, in-depth analysis of the different paths of internationalization to
gain a deeper understanding of the internationalization process. Furthermore, we were not able to
capture the selection of paths of internationalization in a dynamic way.

A third and related limitation of this paper relates to potential endogeneity [139] among the
concepts under examination. It is reasonable to expect the innovation ability to be somewhat influenced
by the firm’s internationalization. Future studies, however, could further compensate for potential
endogeneity bias by including more measurement points of the variables. An alternative idea would be
to conduct further in-depth qualitative research on the paths of internationalization. Such approaches
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would also be highly relevant in addressing an interesting avenue for future research on changes in the
paths of enterprises’ internationalization.

Finally, there are other multiple theoretical perspectives to research the paths of internationalization
of Chinese MNEs, such as the perspective of the global value chains (GVC). Participating in the
international market competition by the embedding of GVC is the main way for the DMNEs to
integrate global resources and build international competitiveness. It is also an important strategy for
Chinese MNEs to participate in the international division of labor and achieve internationalization.
However, our study has discussed the paths of internationalization basing on a macro perspective
(the entry mode, the market location, and the entry speed). Our future research should further study the
paths of the MNEs’ internationalization basing on the theoretical perspective of GVC, and specifically,
explore the path of MNEs’ internationalization by studying the embedding mode of GVC.
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