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Abstract 

The emergence of China as an economic powerhouse, have seen China’s global influence rise 

dramatically. China has for a long period been known for manufacturing cheap goods, earning itself 

the nickname of the World’s factory. As of today, most people will arguably, whether knowingly or 

not, own goods that are produced in China. Recent years, however, have seen China shift towards a 

more innovation-driven economic model, which have laid the foundation for the rise of large, 

competitive, Chinese technology-based companies. Out of the twenty most valuable internet-based 

companies, nine are Chinese with the rest being American, topped by Apple and Amazon. Still, while 

the American tech giants can be considered international powerhouses, the Chinese equivalent have 

not yet shown up to the global stage. This thesis strives to seek an understanding of the phenomenon 

of why Chinese tech companies have not become globalized alongside China’s turn into a highly 

influential economic powerhouse. Therefore, the following research question has been applied: Why 

have large Chinese tech companies not yet become truly global companies? This paper will seek to 

shed light on the research question through two steps. The study will initiate with a systematic 

literature review, outlining the most relevant contributions of academia, and guiding our knowledge 

and understanding of internationalization in the Chinese context. The systematic literature review 

suggests a research gap. Most scholarly attention have been aimed towards more general explanations 

of internationalization of Chinese firms, and not specific breeds of firms, including tech-companies 

Based on the systematic literature review, a theoretical model will be established, and its applicability 

and implications discussed. Based on existing literature and the discussion of it, this paper challenges 

common notions of Chinese internationalization as a consequence of competitive disadvantages vis-

à-vis competitors, and proposes a framework based on characteristics of the Chinese tech industry, 

and the importance of the institutional environment as a catalyst for becoming a truly global company. 
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1. Introduction  

Since the reform and opening up of China in the late 1970s, the world has been astonished by the 

speed and scope of China’s economic growth. China is now regarded as the second largest economy 

in the world and is expected to overtake the US for the number one spot in a matter of years. This 

economic growth has also laid the foundation for the emergence of large, competitive Chinese 

companies, and with a heavy, state-led focus on becoming a world leader in technology, China has 

seen a notable rise in highly successful local tech firms. Today, tech-savvy people discuss Baidu, 

Alibaba, and Tencent alongside the American companies of Facebook, Amazon, and Google. Some 

critics may argue that the Chinese tech companies are merely copies of their American counterparts, 

but others herald them as companies that are taking American ideas, developing them, and creating 

much better products. Indeed, Chinese companies comprise nine of the 20 biggest Internet-based 

companies, with American companies filling the 11 remaining spots. However, there is another 

significant distinction between the development and history of large Chinese tech companies and 

their Western counterparts. Whereas the predominantly American tech giants are truly global 

companies—known worldwide by arguably everyone who either owns a smartphone or computer 

with wi-fi—the Chinese tech heavyweights are mainly concentrated in China or in the Asia region.  

In an era of globalization, where it does not necessarily take years to become a global company, this 

paper proposes the following research question.  

1.1 Research Question 

- Why have large Chinese tech companies not yet become truly global companies? 

 

This paper seeks to address the research question through a systematic literature review, allowing for 

propositions to be presented based on what is known, and not known about internationalization of 

Chinese firms, in the academic world. The systematic literature review illustrates that academic 

attention has mainly been put on Chinese companies as a whole, and no specific papers concerning 

the internationalization of Chinese tech companies were located. This paper seeks to address this gap 

in the literature through, initially, the creation of a general model of Chinese internationalization. The 

general theoretical framework is followed by a supplementary literature review and discussion of 

what characterizes large Chinese tech companies and whether the general model can explain why 

Chinese tech companies have not become global or if it requires modifications. Based on this 
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approach, it is found that the previously underappreciated role of institutions, serves both as a 

significant motivator for internationalization of Chinese tech companies, but also as a speed bump on 

the road to becoming truly global.    

 

2. Research Boundaries  

2.1 Scope and Definitions 

Definitions 

To clarify the research question of this paper, the following section defines what constitutes a large 

Chinese tech company and to what extent a company can be considered global within this paper.  

Large Chinese tech companies 

There is no universal definition for a large company. A company can be considered large based on a 

variety of factors such as revenue, number of employees, and brand value. This paper defines large 

Chinese tech companies as those that do not fit into the Chinese government’s classification of 

medium, small, and micro enterprises. The Chinese Ministry of Industry and Information Technology 

(MIIT) provides a classification scheme of firms that varies from sector to sector (The Chinese 

Ministry of Industry and Information Technology, 2011). The sectors include manufacturing, 

wholesale, retail, and software and IT. Of these, IT and software has been found to be the most fitting 

when discussing technology-based companies, although not necessarily all technology-focused firms 

specializes in IT and software. Within the IT and software sector, to be considered a small and 

medium-sized enterprise a firm may have no more than 300 employees, and revenue must not exceed 

100 million RMB. As such, this paper defines large Chinese tech companies as companies that have 

more than 300 employees and revenue exceeding 100 million RMB.  

Furthermore, this paper only considers firms from mainland China and omits companies originating 

from special administrative regions such as Hong Kong, Macau, or the politically complex case that 

is Taiwan.  

In short, this paper defines a large Chinese tech company as a technology-focused company that is 

from mainland China and has more than 300 employees and revenue surpassing 100 million RMB.  
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Global firms 

When is a company considered global? The Cambridge Dictionary suggests that a global firm is “a 

large company that operates in many different countries”; however, this definition leaves a lot of 

room for individual interpretation and does not explain what separates a global company from a 

multinational company.  

Some scholars argue that the number of truly global companies is negligible. Rugman and Verbeke 

(2004) used the concept of triad power to argue that firms must have significant sales in the NAFTA 

region, within the European Union, and in Asia to be considered global. Following that logic, they 

define a global company as having “sales of 20% or more in each of the three parts of the triad 

(NAFTA, EU, and Asia), but less than 50% in any region of the triad” (Rugman & Verbeke, 2004). 

Following that definition, they determined that only nine out of the 500 companies featured on the 

Fortune 500 list can be regarded as unambiguously global.  

Rugman and Verbeke’s heavily sales-based categorization of whether a company is considered global 

has since been subject to its share of criticism. Aggarwal, Berrill, Hutson, and Kearney (2011) created 

a simple classification system that takes into account the breadth and depth of a firm’s 

internationalization in classifying whether a firm is domestic, regional, trans-regional, or global. 

Contrary to Rugman and Verbeke’s concept of triad power, which has a very limited geographic 

scope given that it excludes countries from Africa, South America, and Oceania, Aggarwal, Berrill, 

Hutson, and Kearney (2011) sought to include all the countries of the world, dividing them into six 

regions: Africa, Asia, Europe, North and Central America, Oceania, and South America.  

Aggarwal, Berrill, Hutson, and Kearney (2011)’s classifications are defined as follows. A domestic 

firm is a firm with business activities that take place entirely within its home country. A regional firm 

has business activities within the region of which the firm is headquartered. The regional firm is then 

further classified as R1-R3, which represent the number of home-region countries in which the firm 

is present; R1 means a company is present in less than one third of the home-region countries, R2 

indicates presence between one third and two thirds, and R3 indicates presence in more than two 

thirds. A trans-regional company does business in more than one of the six defined regions but not in 

all of them. Like regional companies, trans-regional companies are further divided into T1-T5 based 

on the number of regions in which a company has business activities.  

Lastly, the global company has business activities in all six regions; this paper adopts this definition 

when discussing “the global company.”  
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2.2 Boundary Conditions 

 

Boundary conditions concern the who, where, and when of a theoretical contribution, and places 

limitation on the generalizability of theory, across contexts, thus, constituting the range of the theory 

(Whetten, 1989). In order to specify the findings of this paper and increase its relevance, this section 

will elaborate on the who, where, and when as boundary conditions. 

Concerning the who, and where, this paper proposes a boundary condition regarding the scope of 

who the theory accounts for, namely large Chinese tech companies, as defined earlier. Many 

international business scholars, as will be explained later on, have sought to establish general theories 

that can account for the internationalization of firms universally, however, this boundary condition 

allows for a more specific theory development with a narrower scope. Establishing this boundary 

condition drastically decreases the contributions’ generalizability, as the focus reside with a specific 

industry in one specific country. However, some of the findings might be applicable beyond this 

scope, e.g. in explaining the behavior of firms from other emerging markets.  Also concerning the 

who, this paper applies the boundary condition that all large Chinese tech firms have not become 

global, treating them as a whole, although there are exceptions confirming the rule.  

Rather than predicting the future, or analyzing the past, this paper seeks to explain a contemporary 

phenomenon, namely why large Chinese tech companies have not become global. While some factors 

of the theoretical framework presented are more institutionalized, and thus more likely to be relevant 

across periods, other factors are very much time dependent. Therefore, this paper applies a boundary 

condition towards its generalizability across time periods. While some elements are probable to be 

relevant across time periods, the model seeks to further our understanding of why Chinese tech 

companies have not become global, in present day.  

 

3. Methodology 

3.1 Philosophy of Science 

Why is philosophy of science important? 

Philosophy of science refers to the philosophical underpinnings of any research study and denotes 

the set of beliefs and assumptions concerning the development of knowledge. Consciously or not, 
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any type of research is based upon a number of assumptions, including epistemological assumptions 

(what constitutes acceptable, valid, and legitimate knowledge), ontological assumptions (the nature 

of reality), and axiological assumptions (the extent to which the author’s own values influence the 

research process; Saunders, Lewis, & Thornhill, 2016). These assumptions shape how a research 

question is understood, which methods are used, and the interpretations of the findings. As such, 

clarification on the philosophical stance of a paper is important in understanding the methods chosen, 

research strategy, data collection procedures, and analysis.  

Critical realism 

This paper applies the critical realism perspective, developed by Roy Bashkar in the 1970s as a 

philosophical counter to the subjectivist and objectivist ontologies then prevalent in the social 

sciences. However, critical realism lies somewhat between the two, offering an opportunity to reject 

the subjectivist belief of multiple realities while also rejecting objectivist ideas of universal laws 

(Kozhevnikov & Vincent, 2019). Critical realism aims to explain what we observe and experience as 

well as provide an understanding of the underlying structures of reality that shape those observations. 

In other words, “critical realism is not simply on what the world is but on what makes the world the 

way it is” (Kozhevnikov & Vincent, 2019). Thus, reality is the most important philosophical 

consideration, and a structured and layered ontology is crucial and prioritized over epistemology and 

methodology (Vincent & O'Mahoney, 2018).  

However, critical realism is also associated with what is known as epistemological relativism, which 

acknowledges that knowledge is historically situated and that social facts do not exist independently 

but rather are social constructs made by people (Saunders, Lewis, & Thornhill, 2016). The 

epistemological relativism also implies that critical realism is not associated with certain 

methodologies, whereas objectivist research is associated with quantitative studies and subjectivist 

research with qualitative studies. The critical realist notion of causal explanation cannot be reduced 

to fit with either quantitative or qualitative methods. However, both methodologies have their place 

in critical realism and pave the way for the author to suit the methodology to the objectives of the 

study (Kozhevnikov & Vincent, 2019). Quantitative descriptions might be useful in gaining an initial 

understanding of a phenomenon, while the explanatory nature of qualitative studies is suitable in 

unpacking layered knowledge. This epistemological relativism has allowed this paper to use the 

methodology of a systematic literature review. The systematic literature review includes qualitative, 
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quantitative, conceptual and mixed-method studies, which are justified by the methodological 

inclusiveness of critical realism.  

 

A critical realist axiological position maintains that knowledge cannot be understood independently 

and is a result of social constructs. Therefore, it is important to acknowledge—and seek to limit—

potential bias stemming from factors such as socioeconomic background (Saunders, Lewis, & 

Thornhill, 2016). Systematic literature reviews are a methodology heavily focused on limiting bias 

in assessing what is already known; as such, this paper uses this methodology to minimize bias.  

Studies using critical realism as a research philosophy are encouraged to develop causal explanations 

of observed events instead of merely describing phenomena. In other words, rather than seeking to 

answer, “what happens,” a study based on critical realism ontology should answer “why what happens 

happens, and why it happens in this particular way.” Similarly, due to causal complexity, critical 

realist research should not try to prove something by devising exact predictions (Kozhevnikov & 

Vincent, 2019). This paper seeks to develop causal explanations of the phenomenon of 

internationalization of Chinese tech companies, based on knowledge gained from preexisting 

literature. The unquantifiable number of causal explanations and mechanisms regarding a certain 

phenomenon is impossible to consider. Therefore, an objective of critical realist research is to develop 

and refine already existing causal explanations of events. While critical realism accepts that actual 

events occur, it also proposes that these occurrences are caused by  

Figure 1. Stratified Ontology 
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mechanisms invisible to the researcher. This stratified ontology is split between the empirical, the 

actual, and the real (Vincent & O'Mahoney, 2018).  

The empirical refers to the perceived observance or experience of an event, and the actual is events 

that occur in time and space that may be different to what we perceive through our observations. The 

real concerns the deep causal structures and mechanisms that explain events. The ontology of critical 

realism is not only stratified but is also emergent, meaning that entities are rooted in one layer but 

intertwined with entities of other layers (Vincent & O'Mahoney, 2018). 

The stratified and emergent ontology implies that we will only be able to understand the empirical if 

we understand the actual and the real. In other words, only if we understand social structures and 

underlying causal mechanisms and explanations that have given rise to a phenomenon can we 

understand what is going on in the social world (Saunders, Lewis, & Thornhill, 2016). 

3.2 Reasoning Approach  

The reasoning approach of a paper is important as it describes the approach to linking theory and the 

research (Saunders, Lewis, & Thornhill, 2016). Primarily, research uses three reasoning approaches 

to tackle the research problem: deductive; inductive; and abductive, which is arguably a mix of the 

former two. Generally, inductive reasoning reasons from the specific to the general, whereas 

deductive reasoning reasons from the general to the specific. In this study, a deductive reasoning 

approach has been used. Developing a theoretical framework through deductive reasoning implies 

the use of preexisting knowledge as starting point (Woodwell, 2014). Using a deductive approach 

also implies that researchers deduce further consequences and seek to challenge or improve the 

premises upon which earlier theories are built. The concept of premises is of great importance to 

deductive research as the correctness of a paper’s conclusions is, in principle, based on whether the 

premises of the theory are correct. The significance of a paper’s premises can be an implication for 

qualitative research as data are subject to interpretation, whereas premises of quantitative natural 

science research, for example, face less implications as they are typically not up for discussion. 

However, deductive research usually entails a clear presentation of these underlying assumptions and 

interrelationships, enabling other authors to discuss and challenge the stated premises (Woodwell, 

2014). 

This study uses the reasoning approach of deduction as it takes its starting point in preexisting 

literature. This preexisting literature is, through the systematic literature review, synthesized, 

reviewed, and interpreted, and serves as the base for the building of theory. Based on the systematic 
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literature review, several propositions are established as pillars for theory development; these will 

serve as the premises of the theory.  

 

3.3 Research design 

This section will briefly describe the research design of this paper. The figure below provides a quick 

overview of the paper’s research design and structure, showing the sequential research process. The 

study departs from the research question of why large Chinese companies have not become truly 

global. The establishment of the research question is followed by the methodology section, which 

explains how and with what methodological considerations the research was conducted. After this, 

the paper gives a comprehensive systematic review of existing literature, including classical 

international business (IB) and studies concerning Chinese companies and internationalization. Based 

on the systematic literature review, this study establishes propositions from which a general 

theoretical model, explaining Chinese internationalization in general, is developed and discussed. As 

the systematic literature review did not locate any knowledge specific to Chinese tech companies, the 

general model presented was followed by supplementary literature gathered on characteristics of 

Chinese tech companies, and a discussion of the applicability of the general model in terms of 

explaining internationalization of Chinese tech firms.  

Starting with the methodology section provides the reader with an overview of the study’s methodical 

considerations, while the description of methodological choices and the philosophical research 

standpoint provides the study framework. The methodology is followed by a review of existing 

literature. Firstly, the most influential theories within international business academia are outlined. 

These theories have provided the backbone for many later studies, and while new research both 

supports and challenges the extant theories, understanding them is necessary to understand the 

evolution of IB research. After the description of the most influential IB theories, a systematic 

literature review of the most relevant and influential papers concerning the internationalization of 

Chinese companies is presented. As researchers, we are in debt to former research (Saunders, Lewis, 

& Thornhill, 2016), and a systematic literature review both acknowledges relevant contributions, 

enhances our understanding of the phenomenon, and reveals gaps in the literature. The patterns and 

key concepts of the systematic literature review lay the foundation for the study’s propositions and 

ultimately inform a theoretical framework that can shed light on the phenomenon of 

internationalization among Chinese tech companies.  



Side 13 af 78 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 2. Research Design 

3.4 Research Methods 

The theoretical contribution  

A theoretical contribution has to be explanatory, contrary to descriptive or survey work that merely 

describes a phenomenon. In line with this idea, the wider the scope, or generalizability, of what can 

be explained by a theoretical contribution, the more robust that contribution is considered (Crane, 

Henriques, Husted, & Matten, 2016). David A. Whetten, a former editor of the renowned journal 

Academy of Management and who specializes in publishing theoretical contributions, argued that a 

theoretical contribution must include at least four elements: the what; the how; the why; and the who, 

where, when (Whetten, 1989). The what concerns itself with what factors should logically be included 

as part of an explanation of the topic of interest, while the how deals with the ways in which these 

factors are interrelated. The elements of what and how are often portrayed and modelled to describe 

the causal mechanisms of the phenomenon. A theoretical contribution should seek to challenge and 
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extend existing literature; therefore, the why concerns the underpinnings that justify the what and 

how and should provide a response to why scholars should acknowledge the theoretical contribution. 

These are the main ingredients of a simple theory: the what and how being descriptive factors of a 

phenomenon, and the why being the explanatory factor.  

The who, where, when describes the boundary conditions of any research undertaken—in other words, 

the boundaries of the generalizability of the theoretical contribution. Therefore, the who, where, when 

seeks to describe under which circumstances the theoretical contribution can be applied (Whetten, 

1989). Another important factor of a theoretical contribution is its originality, or the level of new 

insight the contribution makes. Realistically, as a minimum, most theoretical contributions should 

incrementally expand our knowledge on a given subject (Crane, Henriques, Husted, & Matten, 2016).  

This paper seeks to address all four of Whetten’s (1989) elements. The what and how are, based on 

a systematic literature review, described and presented in the form of propositions and a theoretical 

model explaining the phenomenon of interest. The justification and support for the model—the 

why—is presented and discussed, and the who, where, when are framed in a separate section in the 

form of boundary conditions. The study also seeks to expand our knowledge of the phenomenon of 

Chinese outward internationalization by providing new insight into the specific phenomenon of 

Chinese tech companies.  

 

The purpose of the Systematic Literature Review 

Critically reviewing previously published literature is an essential part of doing research. 

Demonstrating awareness and acknowledging indebtedness to previous research is important in 

establishing what is already known and how one’s research fits within a given context (Saunders, 

Lewis, & Thornhill, 2016). 

Considered a key tool in healthcare research, the systematic literature review only recently gained 

traction as a research method within the field of business and management. A systematic review is a 

“specific methodology that serves to locate existing studies, selects and evaluates contributions, 

analyses and synthesizes data and reports the evidence in such a way that allows reasonably clear 

conclusions to be reached about what is and is not known” (Denyer & Tranfield, 2009). 

One important distinction between a regular literature review and a systematic literature review is the 

importance, and requirement, of a set of pre-specified determinants for the inclusion and exclusion 
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of papers; these determinants should be portrayed in a transparent manner, enhance the reader’s 

understanding of the research process, and provide a guide for future replication. A systematic 

literature review provides a scientific approach that seeks to eliminate bias. 

 

Denyer and Tranfield argued that the traditional systematic literature review, with its roots in 

medicinal research, need some altering to fit within management and organizational studies. The 

classical systematic review revolves around four core principles: replicability, exclusivity, 

aggregation, and algorithmic. However, Denyer and Tranfield revised those principles to 

transparency, inclusivity, explanation and heuristic approach to match them to a managerial and 

organizational context (Denyer & Tranfield, 2009). 

Transparency 

The principle of transparency in the review process enables readers to determine a study’s scope and 

boundaries while also leaving a clear audit trail. Furthermore, the review should be transparent 

concerning the presentation of its findings, meaning that there should be a clear link between the 

evidence found and the conclusions drawn by the author. Another element of a transparent literature 

review is the author clearly stating the value stance towards the aspect of the social world they are 

studying (Denyer & Tranfield, 2009). 

Inclusivity 

The principle of inclusivity is a means to address a common shortcoming in the field of organization 

and management research, namely the insufficient reported level of detail in data collection and 

analysis, which makes it difficult to assess the quality of a study. Within managerial and 

organizational research “Studies rarely address identical questions and samples vary in terms of the 

populations, sizes, study context and the data reported” (Denyer & Tranfield, 2009). As a result, 

systematic literature reviews within management and organizational studies should be cautious of 

excluding studies solely on the basis of methodical and epistemological standards. Instead, reviews 

should seek to be inclusive in the selection of relevant literature.  

Explanatory 

The explanatory principle addresses the synthesis of studies involved in a review. Unlike aggregative 

synthesis, which is a key principle of the classic systematic review, explanatory synthesis does not 

solely seek to mitigate bias but should be an active and creative method that does not simply report 



Side 16 af 78 

 

the evidence. Following that logic, “The (explanatory) synthesis provides a feasible explanation of 

the study findings rather than a replicable explanation” (Denyer & Tranfield, 2009).  

 

Heuristic  

Contrary to natural science reviews, “The output of a systematic review in management will allude to 

what works, and to why and how the relation occurs and in what circumstances, but is likely to be 

relatively abstract and is best regarded by the practitioner as a design exemplar” (Denyer & 

Tranfield, 2009). Rather than providing a specific solution to a specific problem, a systematic 

literature review in the management context should amount to suggestions or guidelines that could 

be used in the pursuit of a solution. The review should provide thorough details of the studies so that 

the reader can assess the results themselves and make appropriate conclusions regarding the findings. 

Along the same lines, rather than seeking to present the truth in the form of hard evidence, these 

suggestions and guidelines are subject to individual judgment by the reader  

 

The systematic literature review of this paper will seek to adhere to the four principles described 

above. Transparency is created through the description of this paper’s philosophical stance, and the 

establishment of a structured, reproducible search strategy. Inclusivity will be illustrated by the 

methodological diversity of the studies included in the review, and the review will be explanatory in 

nature. Finally, the systematic literature review of this paper will adhere to the heuristic principle, by 

not seeking to find the ultimate truth, but rather suggestions and guidelines that may further academic 

knowledge.   
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4. Theory Review 

This section provides an overview of classical theories within international business studies. These 

theories have predominantly been developed from an Anglo-Saxon perspective, and although their 

usability has been discussed widely in the context of internationalization among Chinese 

multinational enterprises (MNE), their influence on new theories cannot be neglected. As such, an 

understanding of these classic IB theories is important to understanding the starting point from which 

new theories and concepts have been developed that can fit the context of Chinese companies.  

4.1 The Eclectic Paradigm 

The eclectic paradigm was introduced by British scholar John H. Dunning in 1977. Also known as 

the ownership-location-internalization (OLI) framework, it is regarded as one of the most impactful 

and important approaches to understanding the development of the multinational company. The OLI 

framework has inspired a great number of scholars and the theoretical development of IB. Thus, an 

understanding of this framework is important as a backdrop to more recent studies. 

The eclectic paradigm begins with the individual firm, with the need for a firm to possess firm-

specific advantages in order to mitigate the cost of going abroad. Ownership advantages explain why 

some companies become MNEs while others do not. Location focuses on the geographic area where 

a company should establish itself to exploit its ownership advantages. Lastly, internalization concerns 

a firm’s ability to internalize those ownership advantages and transform them into competitiveness 

in a given location. These concepts of the OLI framework are elaborated further in the following 

subsections.  

Ownership 

Ownership advantage refers to firm-specific assets that a company possesses that are rare and difficult 

to imitate, thus serving as enablers of competitive advantage compared to rivaling companies from 

foreign countries. Ownership advantages help firms overcome the liability of foreignness (LoF) they 

face when expanding into another market and are seen as necessary to international expansion. 

Ownership advantages include, but are not limited to, strong brand name, competent managerial 

practices, the ability to achieve economies of scale, patents, and technological capabilities.  
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Location 

For a company to undertake foreign direct investment (FDI) and become a multinational enterprise, 

certain location-specific advantages need to be present. As with ownership advantages, a country 

must offer tempting location-specific advantages that can mitigate the liability of foreignness. 

Whereas ownership advantages are internal to the firm, location advantages are an external condition. 

Locational advantages range from merely geographic (ideal location in terms of logistics or close to 

other large potential target markets) to country-specific factors such as access to raw materials, skilled 

low-cost labor, or even governmentally provided advantages in the form of tax subsidiaries or tariffs.  

Internalization 

If a company is in possession of valuable ownership advantages, and there are advantages adjacent 

to certain geographic locations, the key component to consider is internalization advantages. In 

essence, there must be an advantage, or gain, for a company to keep the international expansion within 

the firm rather than seeking licensing or contracting. If a company is better off with internalizing its 

international expansion, it should conduct foreign direct investment. Advantages of internalization 

can arise through a plethora of situations, including circumstances in which their product or service 

is easy to imitate. In such situations, it would generally be preferable to internalize the task. Likewise, 

if for whatever reason partnerships or contractual agreements are difficult to reach with local 

companies, it might be advantageous to internalize the task.  

Figure 3. The eclectic paradigm 
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According to Dunning’s eclectic paradigm, a company that possesses valuable ownership advantages, 

location advantages, and internalization advantages should engage in foreign direct investment and 

become a multinational company. The framework should be seen as a tripod in the sense that all three 

advantages are necessary for international expansion. A company possessing none of these 

advantages should remain domestic. If ownership advantages are present but location or 

internalization advantages are not, a company should produce at home and export. If a company 

possesses ownership and location advantages but no internalization advantages, they should opt for 

a licensing entry mode. Ultimately, if a company is subject to all three advantages, they should engage 

in foreign direct investment.  

4.2 The Uppsala Model 

The Uppsala model, also known as the internationalization process model, was developed by Swedish 

scholars Jan Johanson and Jan-Erik Vahlne in the 1970s and has since been a cornerstone to 

international business research. By observing the internationalization pattern of a set of Swedish 

MNEs, Johanson and Vahlne established a sequential model with four stages that each company goes 

through before eventually establishing themselves as a multinational enterprise. The first stage is a 

firm that is serving its domestic market, with no interaction with foreign markets. The next stage 

involves the firm exporting its product or service to foreign markets, which allows the firm to gain 

knowledge with little commitment. Exporting is eventually substituted with the establishment of sales 

facilities in foreign markets in the third stage, and the final stage of the model is for a company to 

establish production abroad. The Uppsala model can therefore be se as an incremental and sequential 

attitude towards internationalization. 

 Learning is a vital part of the model and should be seen as the bridge between each step of the 

sequence. Johanson and Vahlne distinguished between two different kinds of knowledge: general and 

specific knowledge. General knowledge is knowledge gathered from international experience that 

can easily be transferred to another market, while specific knowledge is hard to transfer, location-

bound, and can only be obtained by experience in a specific market. Following this logic, a firm 

initially tests the waters through exporting. Then, the company uses gathered knowledge from the 

exporting experience to incrementally increase its commitment. The general knowledge obtained can 

then be used to broaden its internationalization to other countries, and the specific knowledge can be 

used to deepen the firm’s commitment to that specific country. This process continues in a loop in 
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which increased information, learning, and experience lead to an increased commitment to a firm’s 

international venture.  

 

 

Figure 4. The Uppsala Model 

 

Another important dimension of the Uppsala model is the concept of psychic distance, defined as the 

“sum of factors preventing the flow of information from and to the market. Examples are differences 

in language, education, business practices, culture, and industrial development.” The Uppsala model 

explains that firms are likely to choose countries with a small psychic distance in relation to their 

home country as destinations to start their internationalization process. Again, the concepts of 

learning and incremental and experimental learning are important. When a firm tests the international 

waters in a country with a short psychic distance, the learning from that process will eventually help 

the firm in overcoming the barriers of internationalizing into countries with larger psychic distances.  
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5. Systematic Literature Review 

5.1 Search Strategy 

An important part of a systematic literature review is the ability to replicate it. A systematic literature 

review should be an unbiased overview of the written literature on a given subject, and to eliminate 

bias, a comprehensive and structured search strategy is essential. Kable, Pich, and Maslin-Prothero 

(2012) have suggested a 12-step framework for describing and developing a structured search strategy, 

which enhances the reader’s understanding of the process of creating a systematic literature review. 

In the following section, a brief description of the 12-step framework is given, followed by a thorough 

elaboration on the search strategy of this paper using the 12-step framework.  

 

1) Purpose Statement – What is the purpose of the literature review and what question is being 

addressed? 

2) Document the databases or search engines used in your search strategy – Where is the 

literature obtained? 

3) Specify the limits applied – Limits applied to the search engines used, such as languages and 

timespan.  

4) List the inclusion and exclusion criteria – The criteria are set up beforehand to ensure the 

inclusion of all relevant papers, eliminate bias, and sort out “false positive” search results. 

5) List the search terms used – These terms should be derived from the purpose statement and 

should be tested several times to ensure that they effectively locate relevant literature.  

6) Document the search process – Document what papers were located in the search process. 

7) Asses retrieved articles for relevance – Articles should be assessed based on the criteria for 

inclusion and exclusion. 

8) Document a summary table of included articles – Tables with all the relevant information 

including author, type of study, purpose, sample, design, data collection, and key findings. 

9) Provide a statement specifying the number of retrieved articles – How many papers were 

located by the end of the search process? 

10) Conduct quality appraisal of retrieved literature – In order to exclude papers that are inferior 

in design or execution.  

11) Critical review of literature – Critically review the literature that has successfully fallen under 

the inclusion criteria as well as passed the quality appraisal.  



Side 22 af 78 

 

12) Check the reference list for accuracy - Particularly for correct referencing of the same author 

on multiple publications. 

 

Given this 12-step framework suggested by Kable, Pich, and Maslin-Prothero (2012), the structured 

search strategy as executed for this thesis are described in more detail.   

Purpose statement  

The purpose of the systematic literature review is to find and assess relevant literature on the 

internationalization process of emerging market firms—specifically Chinese companies—in order to 

understand the evolution in academia and shed light on the proposed research question of why large 

Chinese tech companies have not become truly global companies.  

Databases and search engines used  

Online databases were used to search within relevant journals chosen by the author. These include 

the Asia Pacific Journal of Management (APJM), Global Strategy Journal (GSJ), Journal of 

International Business Studies (JIBS), Journal of World Business (JWB), and Strategic Management 

Journal (SMJ). These are all considered top journals within the field of international business. For 

the purpose and scope of this literature review, it is important to include studies from an Asia-focused 

academic journal, hence the inclusion of the Asia Pacific Journal of Management. In addition to being 

an overall top-ranking journal, Asia Pacific Journal of Management is the highest-ranked Asia-

centric business journal, justifying the inclusion of its published papers in this literature review. 

The journals were found by searching for the highest ranked journals on Scimago and Chartered ABS’ 

Academic Journal Guide (AJG). The AJG uses a 1-4* scale in which 4* is the highest distinction, 

while Scimago ranks journals based on a variety of factors including the number of citations of a 

journal’s published papers. Scimago ranks journals in quartiles from Q1-Q4 of which Q1 is the best 

quartile. When searching for the best journals, the subject area of business, accounting, and strategy 

was used, followed by the subject category of business and international management. The chosen 

journals were, as shown below, all in the Q1 quartile on Scimago and in the top 50 within the chosen 

field. They were chosen based on the field in which they operate and the nature of the journal in 

relation to this particular literature review. Highly ranked journals such as Journal of Marketing (no. 

3) and Journal of Consumer Research (no. 5) were ruled out due to their lesser focus on the subject 

of this paper, namely IB.  
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 AJG Ranking 

(2018) 

Scimago Ranking 

Journal   

Strategic Management Journal 4*  4 

Asia Pacific Journal of Management 3 48 

Journal of International Business Studies 4* 19 

Journal of World Business 4 19 

Global Strategy Journal 3 24 

Table 1. Journal Rankings 

 

The model above illustrates the different rankings of the journals. The first number describes the 

journal’s AJG ranking, followed by the Scimago ranking, according to which they are all in the top 

50 within their given field.  

The searches performed using the journal databases mentioned were conducted in August and 

September 2020; thus, papers published after this period are not included in the systematic review.  

 

Search limits  

Peer-reviewed 

The search was limited to peer-reviewed journals. Peer-reviewed academic journals most often 

contain papers written by experts in the relevant field and that undergo rigorous evaluations by other 

experts. Peer-reviewed journals are also considered to be the most useful for literature reviews 

(Saunders, Lewis, & Thornhill, 2016). The process of peer-reviewing validates and quality-assesses 

the provided papers, making further assessment and validation of quality unnecessary. This search 

limit serves to identify only the most relevant and impactful academic research papers written by the 

most credited scholars within the field.  
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Written in English 

It is assumed that published papers that have proved crucial to our understanding of the 

internationalization process of Chinese firms have all either been written in English or undergone 

translation. Therefore, only papers written in English are included in this review.  

Timeframe  

The surge in outward foreign direct investment by Chinese companies was initiated by the “Going 

out policy” in 1999, followed by China’s World Trade Organization (WTO) induction in 2001. 

International Chinese firms were almost non-existent prior to these events, except for Chinese state-

owned enterprises (SOE), which are not the focus of this paper. Therefore, the topic of 

internationalization of private Chinese firms was equally almost non-existent in the academic world. 

This review will therefore only take into account papers published in the era of private Chinese firms 

“going out”, meaning from 2001 onwards. This choice is based on the fact that knowledge of motives 

and circumstances surrounding this new wave of privately-owned Chinese outward foreign direct 

investment (OFDI) have only received scholarly attention in the last 20 years.  

Inclusion and exclusion criteria  

The exclusion process began with a screening of the paper title. This review sought papers concerning 

internationalization of firms from emerging markets and specifically from China. Thus, titles 

implying a study focus on either inwards internationalization into emerging markets or outward 

internationalization from developed economies were discarded. Papers remaining after the initial title 

screening had their abstract read. Papers deemed relevant after the abstract screening were read in 

full to assess their relevance. Given the nature of this paper as a theoretical thesis, no paper was 

excluded due to its research methods, enabling qualitative, quantitative, and mixed-method studies to 

be included. 

Since this review pursued literature that can explain the dynamics of outward internationalization of 

large Chinese tech companies, several criteria for the inclusion and exclusion of papers were chosen.  

For a paper to be included in the review, it needed to either have some form of generalizability in 

terms of aiding understanding of internationalization among emerging market firms in general (that 

is, including Chinese companies) or specifically address outward internationalization from a Chinese 

perspective.  
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Conversely, several elements could cause a paper to be excluded from the review. If the geographic 

dimensions were not met, meaning that a paper did not discuss emerging markets in general or China, 

it was excluded. This includes papers focusing specifically on other emerging markets (such as Latin 

America or South Africa) or papers focusing on the newly industrialized countries of Asia (such as 

Taiwan). By the same token, according to this paper’s definition of what constitutes a Chinese tech 

company, studies concerning firms from Chinese special administrative zones such as Hong Kong 

and Macau were excluded. Furthermore, papers with a strong focus on developed economies were 

excluded as well. These typically were papers concerning inward internationalization from developed 

economies into emerging markets. Papers that can be regarded as a commentary on other papers 

(meaning no new contributions) or papers whose main contribution resides in a literature review were 

also excluded.  

As this paper revolves around large Chinese tech companies, literature focusing on SMEs was not 

included. Along the same lines, literature focusing solely on Chinese state-owned enterprises was not 

included because none of the large Chinese tech companies hold the status of SOE and the fact that 

the playing field, objectives, and strategies that SOEs operate under might differ dramatically from 

those of private profit-maximizing companies (Li, Zhang, & Shi, 2020). Lastly, papers with too 

narrow a focus were excluded, such as papers focusing solely on certain aspects of the 

internationalization process, such as entry-mode choice, ownership decision, or subsidiary 

performance. However, papers in which these elements are analyzed as part of the bigger picture in 

explaining internationalization of Chinese companies could be included.  

Search terms  

Due to a fundamental difference in the nature of outward internationalization from emerging market 

firms compared to internationalization of firms from developed economies, it was deemed necessary 

to focus solely on papers targeting outward internationalization of emerging market firms. The reason 

for this choice is that classic theory on internationalization from a Western perspective is unable to 

fully explain the dynamics of the internationalization process of firms from emerging markets. As 

such, a search on “Outward internationaliz(s)ation of emerging market firms” was used in the chosen 

journals. The search for the term internationalization was done using both the American English z 

and the British English s to account for differences in spelling. This search phrase proved to include 

all relevant papers on internationalization in a Chinese context. The search phrase “outward 

internationalization of Chinese firms” was found to provide the same results, but the change from 
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“Chinese firms” to “emerging market firms” allowed for both the inclusion of all relevant papers 

addressing Chinese firms specifically as well as papers with a general focus on emerging market 

firms, of which some are valuable to understanding the dynamics of internationalization of Chinese 

firms.  

Document the search process 

The preliminary search conducted in the chosen journal databases yielded a total of 382 papers after 

applying the search limits of English language texts only and a timespan between 2001 and present. 

The numbers of papers found in each of the chosen journals were as follows:  

Localization of studies  

SMJ: 18 hits  

JWB: 106 hits  

JIBS: 129 hits  

APJM: 61 hits  

GSJ: 45 hits  

Total: 382 

 

A quick assessment of the titles of each of the 382 papers resulted in the exclusion of 235 papers, 

leaving 147 papers for further screening. Papers were predominantly discarded due to wrong focus 

(inward internationalization, focus on SMEs, or country-specific studies that did not include China. 

Approved by Title Screening 

SMJ: 9 hits 

JWB: 41 hits 

JIBS: 50 hits 

APJM: 30 hits 

GSJ: 17 hits 

Total: 147 
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After the initial screening process, the abstracts of the remaining 147 papers were carefully read. 

Fifty-seven papers were excluded in the process, leaving 90 papers to read fully. The main reasons 

for exclusion were similar to those during the title-screening process, though a significant number of 

papers were excluded because they were either a review themselves (but not on the subject of this 

particular paper) or were a commentary or introduction to the respective journal.  

Approved by Abstract 

SMJ: 4 hits 

JWB: 25 hits 

JIBS: 29 hits 

APJM: 19 hits 

GSJ: 13 hits 

Total: 90 

 

After assessing the abstracts, all 90 papers were read in full, which proved necessary as 61 papers 

were excluded in this process. Abstracts are often very short texts briefly describing the motivation 

and methodology of the study, which in this case led to misdrawn conclusions on the relevance of 

some studies. It is paramount to asses a study with reference to the question, “Does what this paper 

states further my knowledge and lead me towards a better understanding of my research question?” 

Although potentially subject to bias or misinterpretations, it was found that 62 papers did not fit this 

criterion.  

After full-text reading 

SMJ: 3 hits 

JWB: 8 hits 

JIBS: 6 hits 

APJM: 5 hits 

GSJ: 6 hits 

Total: 28 
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Ultimately, 28 papers were deemed relevant to this systematic literature review. All five journals 

proved to have published relevant papers on the subject, and the selected papers offer a fine spread 

across the five journals, with the Journal of World Business being the main contributor with eight 

studies. The process of locating, screening, and including or excluding papers is portrayed  here via 

a PRISMA diagram, a common tool used by scholars to visualize this process (Saunders, Lewis, & 

Thornhill, 2016). The entire inclusion-exclusion process is portrayed in a separate document with all 

Figure 5. PRISMA diagram  
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the necessary information and attached to the thesis in the uploading system. This include information 

on all 382 journal papers, divided into the different parts of the inclusion-exclusion process. This 

provides a structured overview and enables the reader to assess the quality of the process.  

Relevance assessment of retrieved literature  

As described above, papers were first assessed by title. If deemed relevant, abstracts were read and 

held against the criteria for inclusion and exclusion, followed by a full text reading during which 

papers were deemed appropriate for inclusion or were excluded according to the proposed criteria.  

Summary table of included articles  

The following is a summary table of the 28 included research papers. The summary table includes 

information on the publisher, author(s), research design, data collection, and key contributions for 

each of the 28 studies.  

 

Table 2. Summary table of included articles 

 

N Journal 

Paper 

(Publishing 

year) 

Research 

Subject 
Methodology 

Data 

Collection 
Key Findings 

1 

Asia Pacific 

Journal of 

Management 

(Vol 20, Issue 

2) 

Li 

(2003) 

Internationalization 

of emerging market 

MNE's 

Longitudinal 

case- study 

Archived 

documents, 

newspapers etc. 

about Taiwanese 

company ACER 

Implications and 

enhancements of the 

OLI and Uppsala 

model 

2 

Asia Pacific 

Journal of 

Management 

(Vol 34, Issue 

4) 

Lu et al. 

(2017) 

 

Internationalization 

of latecomer Asian 

MNEs 

 

Conceptual N/A 

The extension of the 

LLL framework 

with the addition of 

inward linkages 

3 

Asia Pacific 

Journal of 

Management 

 

Luo et al.  

(2019) 

Internationalization 

of Chinese MNEs 
Quantitative 

Survey of 3024 

privately owned 

Chinese 

companies 

The effect of local 

protectionism on 

OFDI 
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4 

Asia Pacific 

Journal of 

Management 

 

Mathews 

(2006) 

Internationalization 

of latecomer Asian 

MNEs 

Conceptual N/A 

The linking-

leveraging-learning 

framework 

5 

Asia Pacific 

Journal of 

Management 

(Vol 23, Issue 

1) 

Quer et al.  

(2012) 

Internationalization 

of Chinese MNEs 
Quantitative 

 

OFDI of Chinese 

companies listed 

on the Global500 

(35) between 

2005-2009 

 

Institutional factors 

influence on 

location choices of 

Chinese MNEs 

6 

Global Strategy 

Journal 

(Vol 8, Issue 3) 

Chen et al. 

(2018) 

Internationalization 

of emerging market 

MNEs 

Quantitative 

 

Survey on 75 

listed Chinese 

companies 

 

 

Political 

connections in host 

and home country 

as a factor in 

internationalization 

7 

Global Strategy 

Journal 

(Vol 8, Issue 4) 

Luo & Bu 

(2018) 

Internationalization 

of emerging market 

MNEs 

Quantitative 

 

Survey of 228 

OFDI-engaging 

Chinese 

companies 

 

 

 

The effect of 

strategic asset-

seeking intent, 

financial abundance 

and inward 

internationalization 

on risk-taking 

outward 

internationalization 

 

8 

Global Strategy 

Journal 

(Vol 2, Issue 3) 

Luo & Wang 

(2012) 

Internationalization 

of Chinese MNEs 
Quantitative 

Survey and 

official data on 

Chinese OFDI 

 

Home country 

conditions as an 

important 

determinant of 

Chinese OFDI 
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9 

Global Strategy 

Journal 

(Vol 2, Issue 2) 

Peng 

(2012) 

Internationalization 

of Chinese MNEs 
Conceptual 

N/A 

 

Unique 

characteristics of 

emerging Chinese 

MNEs, and its 

impact on future 

theory-building 

10 

Global Strategy 

Journal 

(Vol 2, Issue 1) 

Ramamurti 

(2012) 

Internationalization 

of emerging market 

MNEs 

Conceptual 
N/A 

 

How emerging 

market MNEs differ 

from developed 

country MNEs 

11 

Global Strategy 

Journal 

(Vol 6, Issue 4) 

Zhou & 

Guillen 

(2016) 

Internationalization 

of Chinese MNEs 
Quantitative 

 

Data on foreign 

entries made by 

Chinese listed 

firms between 

1999-2007 

 

Categorizing 

different types of 

liability of 

foreignness 

12 

Journal of 

International 

Business 

Studies  

(Vol 38, Issue 

4) 

Buckley et al.  

(2007) 

Internationalization 

of Chinese MNEs 
Quantitative 

 

Chinese 

companies’ 

annual outflow of 

FDI 

 

 

 

The first formal 

model of 

determinants of 

Chinese OFDI 

13 

Journal of 

International 

Business 

Studies 

(Vol 51, Issue 

1) 

Deng et al.  

(2020) 

 

Internationalization 

of emerging market 

MNEs 

 

 

Conceptual N/A 

The geographic 

relational 

perspective 

14 

Journal of 

International 

Business 

Studies 

Gaur et al.  

(2018) 

Internationalization 

of Chinese MNEs 

Quantitative & 

Qualitative, a 

Mixed method 

 

Survey of Chinese 

firms and 

interviews with 

Home country 

institutions as a 

push factor. Home 

country 
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(Vol 49, Issue 

3) 

managers of 4 

Chinese firm 

 

support/unfavorable

ness 

15 

Journal of 

International 

Business 

Studies 

(Vol 51, Issue 

7) 

Kim et al.  

(2020) 

 

Internationalization 

of Chinese MNEs 

Quantitative 

 

Panel data of 767 

listed Chinese 

companies 

between 2002-

2014 

 

The effect of inter-

regional vs intra-

regional expansion 

on firm 

performance 

 

16 

Journal of 

International 

Business 

Studies 

(Vol 38, Issue 

4) 

Luo & Tung 

(2007) 

Internationalization 

of emerging market 

MNEs 

Conceptual N/A 
The springboard 

perspective 

17 

Journal of 

International 

Business 

Studies 

(Vol 39, Issue 

5) 

Peng et al.  

(2008) 

Internationalization 

of emerging market 

MNEs 

Conceptual 
N/A 

 

The importance of 

the institution-based 

view in sustaining 

the strategy tripod 

18 

Journal of 

World Business 

(Vol 47, Issue 

1) 

Chen & Tan 

(2012) 

 

Internationalization 

of Chinese MNEs 

 

 

Quantitative 

Data on 

international 

operations of 887 

listed Chinese 

firms 

Inter-regional vs 

intra-regional 

internationalization 

and the effect on 

firm performance 

19 

Journal of 

World Business 

(Vol 49, Issue 

4) 

Cui et al.  

(2014) 

 

 

Internationalization 

of Chinese MNEs 

 

Quantitative 

Survey on 154 

listed Chinese 

companies 

 

Identification of key 

factors contributing 

to the strategic 

asset-seeking 

motive of Chinese 

companies 
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20 

Journal of 

World Business 

(Vol 44, Issue 

1) 

Deng 

(2009) 

 

Internationalization 

of Chinese MNEs 

 

 

Multiple-case 

study 

Interviews, 

archival data etc. 

of companies 

Lenovo, BOE, 

TCL 

The importance of 

institutions in the 

internationalization 

of Chinese firms 

21 

Journal of 

World Business 

(Vol 53, Issue 

4) 

Estrin et al.  

(2018) 

 

Internationalization 

of emerging market 

MNEs 

 

 

Quantitative 

Dataset on the 

location choices 

of MNEs from the 

14 largest 

countries in terms 

of FDI 

Home country 

munificence as a 

determinant of 

location choices 

22 

Journal of 

World Business 

(Vol 47, Issue 

1) 

Kang & Jiang 

(2012) 

 

Internationalization 

of Chinese MNEs 

 

 

Quantitative 
FDI stock of 

Chinese firms 

 

Institutional factors 

more significant 

than traditional 

economic factors in 

explaining Chinese 

internationalization 

 

23 

Journal of 

World Business 

(Vol 47, Issue 

1) 

Liang et al.  

(2012) 

 

Internationalization 

of Chinese MNEs 

 

 

Quantitative 

Survey of 553 

CEO’s of Chinese 

companies 

 

Internationalization 

of Chinese 

companies is 

affected by its 

resource 

endowments vis-à-

vis competitors 

 

24 

Journal of 

World Business 

(Vol 47, Issue 

1) 

Ramasamy et 

al. 

(2012) 

 

Internationalization 

of Chinese MNEs 

 

 

Quantitative 

Official data on 

China’s 200 

largest listed 

companies 

The effect of 

ownership on 

location choices of 

Chinese MNEs 
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25 

Journal of 

World Business 

(Vol 43, Issue 

2) 

Rui & Yip 

(2008) 

 

Internationalization 

of Chinese MNEs 

 

 

Qualitative 

Interview 

Chinese 

executives and 

government 

officials 

Strategic intent 

perspective and 

Chinese 

internationalization 

26 

Strategic 

Management 

Journal 

(Vol 41, Issue 

5) 

Li et al.  

(2020) 

 

 

Internationalization 

of Chinese MNEs 

 

 

Quantitative 

Official data on 

Chinese OFDI in 

the period 2001-

2013 

 

The effect of firm 

size, age, and 

ownership on 

geographical and 

cultural distance as 

factors of 

internationalization 

 

27 

Strategic 

Management 

Journal 

(Vol 38, Issue 

13) 

Li et al.  

(2017) 

 

Internationalization 

of emerging market 

MNEs 

 

 

 

Quantitative 

Survey on 1500 

Chinese 

companies 

The effect of inward 

internationalization 

on outward 

internationalization 

28 

Strategic 

Management 

Journal 

(Vol 35, Issue 

9) 

Xia et al.  

(2014) 

 

 

Internationalization 

of Chinese MNEs 

 

Quantitative 

Firm-level OFDI 

flow of listed 

Chinese 

companies 

 

Interdependence 

between Chinese 

firms and foreign 

firms in the Chinese 

market increases the 

likelihood of 

internationalization 
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Document final number of search results  

The final number of search results amounted to 382 papers found in the five chosen journals. The 

information on all 382 papers can be found in the attached appendix.  

Quality assessment of retrieved literature  

As all included papers were peer-reviewed by prestigious journals, there was no need for further 

quality assessment. Peer reviews guarantee high-quality research papers and often result in the most 

impactful papers of its field. Therefore, no papers were excluded due to poor research quality or 

methodology. Rather, papers were assessed based on their relevance and value to this paper’s specific 

research question.  

Review of literature 

The systematic literature review conducted on the papers deemed relevant is presented in a separate 

section of this paper. 

Accurate, complete reference list 

The reference list has been checked for accuracy and all appropriate reference information has been 

included.  

 

5.2 Review of literature  

This section presents the literature included  

 

Although the previous steps of methodical and structural planning and identification of relevant 

papers are significant to the value and reproducibility of the systematic literature review, the most 

important part of the review is the synthesis of the studies that have been located and included (Okoli, 

2015). This step starts with a body of relevant literature on the topic and should conclude with a 

comprehensive synthesis of relevant concepts, relationships, and findings. As such, the synthesis 

section of a systematic literature review should refrain from merely being an extended bibliography 

(Saunders, Lewis, & Thornhill, 2016) and should instead focus on concepts instead of authors, better 

known as a concept-centric approach (Webster & Watson, 2002).  

The methodology of synthesizing is also largely dependent on the nature of the primary studies 

included in the review. More specifically, reviews of only quantitative primary studies can be 
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synthesized only by the use of quantitative methodology, whereas synthesis of qualitative studies can 

be synthesized by both qualitative and quantitative measures. The most used approach to synthesizing 

is, however, a qualitative synthesis of mixed studies including both qualitative and quantitative papers 

(Okoli, 2015). Due to the nature of the papers included in this review, a qualitative approach to 

synthesis was used. This approach does not question the validity of papers due to methodology. 

Furthermore, this approach aligns with Denyer and Tranfield’s (2009) advocacy for inclusivity in 

systematic reviews within the realm of management and organizational research, which justifies the 

inclusion and synthesis of studies regardless of whether their methodical approach is qualitative, 

quantitative, or mixed-method. Therefore, papers included in this review were synthesized based on 

a thematic, or concept-centric, approach of tracing common threads of topics, themes, concepts, and 

findings and comparing and contrasting them across studies (Saunders, Lewis, & Thornhill, 2016) to 

compile a cohesive literature review of what is known and not known about the internationalization 

of Chinese MNEs.  

 

A topic that has received increased attention among international business scholars is the emergence 

of multinational enterprises from developing countries, particularly Asia. These companies have been 

shown to expand into multinational companies from very different starting points compared to MNEs 

from the developed Western hemisphere. The emergence of Asian MNEs has sparked a debate on the 

usability of extant IB theories, ranging from scholars arguing for the need for completely new theories 

(Mathews, 2006; Lu, Ma, Taksa, & Wang, 2017; Deng, Delios, & Peng, 2020) to scholars arguing 

for slight modifications for slight modifications of extant IB theories such as the eclectic paradigm 

and the Uppsala model (Buckley, et al., 2007; Ramamurti, 2012; Li, 2003; Luo & Tung, 2007; Peng, 

2012).  

 

The first important factor of turning a domestic company into an MNE is the actual strategic intent 

to do so. Traditionally, two perspectives have addressed the question of what the driving forces 

behind firm strategy in international business are: the industry-based view and the resource-based 

view. However, both these perspectives have driven IB research primarily in the Anglo-Saxon world, 

while the emergence of MNEs from developing economies has called for the importance of the 

institution-based view as an integral part of the strategy tripod (Peng, Wang, & Jiang, 2008). Whereas 

the resource-based view sees firm-specific resources as the engine behind firm strategy and the 

industry-based view argues that industry conditions drive firm strategy, the institution-based view 
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focuses on the dynamic relationships between institutions and organizations as an important 

component of firm strategy. These different views, as explained with the tripod terminology, are not 

mutually exclusive, and firm strategy may depend on a mixture of these. 

This literature review begins by outlining research on what drives firms from developing 

economies—particularly Chinese firms—to internationalize by addressing papers according to their 

focus on either institution-based, industry-based, or resource-based factors of strategy. 

Institutions as a causal explanation of Chinese outward foreign direct investment 

This section provides the reader with explanations of key studies and findings concerning the 

internationalization of Chinese companies. The following section presents papers that focus on and 

stress the importance of institutional environments as motivators and explanations of Chinese OFDI. 

 

The role of home-country institutions 

In his conceptual paper, Peng (2012) proposed that Chinese MNEs possess a set of unique 

characteristics that should be considered in future theory-building concerning the internationalization 

of Chinese companies. Among these characteristics is the previously underappreciated role of the 

home government as an institutional force driving internationalization. 

Previously, in the context of developed country MNEs, institutions were often taken for granted as 

something that was just “there.” In light of the emergence of MNEs from countries with relatively 

less stable institutional contexts, such as China, Peng (2012) argued that the institutional view is a 

very important perspective to utilize when examining Chinese MNEs.  

Buckley et al. (2007) offered one of the very first formal empirical studies on the determinants of 

Chinese OFDI. While assessing different parameters that influence the determinants of Chinese OFDI, 

they found (however unexpectedly) that Chinese firms were not being deterred by political risk but 

rather were attracted to them. They explained this finding as resulting from Chinese firms holding 

specific advantages in navigating institutionally and politically complex countries based on sufficient 

home country experience. Along the same lines, Buckley et al. (2007) finds that the Chinese home 

institutional environment shapes Chinese OFDI in the sense that government policies play a 

significant role in determining the strategic intent of Chinese companies to internationalize.  

The view of institutional support as a driving force for internationalization is both supported and 

contrasted by Rui and Yip (2008). They revealed that while Chinese firms utilize institutional 

advantages and support in their internationalization, they simultaneously use—especially through 

foreign acquisitions—internationalization as a means to overcome and escape institutional constraints 
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at home. Deng (2009) supported the institution-based view as the rationale behind strategic-asset 

seeking Chinese OFDI by analyzing three Chinese case studies. By qualitatively analyzing the 

strategic intent of the three Chinese companies, he sustained the notion that home institutions function 

as a double-edged sword. The premise of Deng’s (2009) study was that Chinese firms use foreign 

acquisitions to source strategic resources because of the pressure they are under to conform to the 

institutional context of the home environment. More specifically, Deng’s (2009) study proposed a 

model in which the home country institutional environment, which is composed of national-level 

institutions and organizational-level institutions, is key to understanding the asset-seeking behavior 

of Chinese companies. The contributing institutional elements supporting this argument are the role 

of the government in supporting firms’ internationalization as a part of an overall national 

development strategy.  

However, the model suggests that institutional constraints can also serve as a push factor (Deng, 

2009). Indeed, the very same institutions that provide support also push companies to internationalize 

due to the institutional constraints. Informal institutions also provide the argument that the norms and 

values of the company affect its internationalization process. Given the nature of corporate China, 

decision-making and strategic decisions reside solely with the top management. As such, strategy 

might not be institutionalized into the company. In sum, Deng (2009) argued that Chinese firms tend 

to conform to national-institutional factors, as well as the embedded normative and cognitive pillars 

that are informal institutions. 

 

The analogy of home institutions acting as a double-edged sword was also supported by Gaur, Ma, 

and Ding (2018), who examined home government supportiveness and unfavorableness in the home 

industry as important OFDI determinants through institution- and industry-based views, as well as 

the contingency of international experience in the home country environment through the resource-

based view. Thus, Gaur, Ma, and Ding (2018) bridged the gap of earlier papers that tended to examine 

institutional support and unfavorableness as determinants of OFDI in isolation. Ultimately, Gaur, Ma, 

and Ding’s (2018) study found that both home country supportiveness and unfavorableness impact 

the outflow of Chinese OFDI. 

The notion of institutional constraints as a push factor was forwarded by Luo and Wang (2012), who 

argued that institutional hardship faced in the home country shows a significant positive relationship 

with outward internationalization. More specifically, they discovered that home-institutional hardship 
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has a significant positive effect on the acceleration and scale of Chinese internationalization; this 

suggests that Chinese firms subject to institutional hardship internationalize early and on a large scale.  

One example of institutional hardship may be Chinese companies facing local protectionism. Luo, 

Liu, Wu, and Zhong (2019) used the institutional view and resource dependence logic to analyze how 

local protectionism affects the outward foreign direct investment of privately-owned Chinese 

companies. Local protectionism can come in two varieties, with one of these encompassing favorable 

policies and initiatives such as access to tangible and intangible resources or providing high barriers 

to entry for competitors. The second variety of local protectionism is the establishment of constraints 

for domestic firms, such as foreign exchange control; subtle punishments; or extensive monitoring 

by the government, as the Chinese government has the right to monitor outflow investments. Luo, 

Liu, Wu, and Zhong’s (2019) study determined that local protectionism has a significantly negative 

impact on the OFDI decisions of private Chinese firms. However, that relationship was found to be 

positively modified by the level of corporate philanthropy and strengthened by the level of corporate 

political activity. Both corporate philanthropy and corporate political activity are strategies adopted 

by firms to manage the power imbalance between the government and private companies. The 

argument is that firms that are strong in corporate philanthropy will have exemplary relations with 

the public, so the government would rather please than punish these companies. On the other hand, a 

strategy of corporate political activity may lead to a reinforcement of the local protectionism as the 

firm will be more likely to follow the strategic priorities of the government.  

The role of host-country institutions 

Peng, Wang, and Jiang (2008) noted the importance of both home and host institutions in the 

internationalization process of Chinese companies. Institutions are commonly known as “rules of the 

game,” and it is perfectly legal for Chinese executives to sit down with their competitors and discuss 

prices, though this practice has been illegal in most of the Western world for decades. As such, host 

country institutions are an important factor for developing country MNEs that have not participated 

in the global game before and thus do not know the global playing rules. Peng, Wang, and Jiang 

(2008) advocated for the importance of institutions not only in theory-building in the context of 

developing country MNEs but also for firms themselves. In order to succeed globally, MNEs need a 

better understanding of global institutions both formal and informal. 
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Whereas most studies on the importance of institutions are based on home-country institutions, Quer, 

Claver, and Rienda (2012) analyzed OFDI determinants through host-country institutions, 

particularly political risk and cultural distance. They challenged and quantitatively tested the 

conventional international business rationale of political risk and cultural distance as deterring factors 

with a negative relationship with OFDI. While they found that political risk does not have a negative 

impact on the location choices of Chinese MNEs, the results for cultural distance were more mixed, 

highlighting no significant relationship. They offered two explanations of the non-negative 

relationship between political risk and Chinese OFDI. Firstly, the large-scale investments that 

Chinese MNEs usually engage in might offset political risk. Secondly, the opportunist behavior of 

Chinese MNEs seeks to gain first-mover advantages in markets often left untouched by developed-

economy MNEs. Regarding cultural distance, Quer, Claver, and Rienda (2012) found differing results 

from those of other authors, and no significant results were shown. However, they found that Chinese 

MNEs are generally attracted to countries with a larger presence of ethnic Chinese people, suggesting 

that the migrant diaspora might help in offsetting cultural distance and liability of foreignness. 

 

Kang and Jiang (2012) furthered the argument of host-institutional importance as a factor of attracting 

Chinese OFDI by comparing the influence of traditional economic factors (market size, market 

potential, market openness, resources) with that of formal institutional factors (economic freedom, 

differences in political systems) and informal institutions (cultural distance). The model found little 

support for classical economic factors in explaining Chinese internationalization, and Kang and Jiang 

(2012) proposed that Chinese internationalization is better explained by the institutional perspective. 

The study showed that economic freedom has a significant positive impact, while differences in 

political systems bear negative influences; this suggests that Chinese companies are attracted to more 

market-based economies that have political and legal systems not especially dissimilar to those of 

China. The reasoning is that it might be easier for Chinese companies to gain legitimacy in politically 

unstable and risky environments, providing Chinese companies with a competitive edge over 

developed countries’ MNEs. According to Kang and Jiang (2012), cultural distance is a significant 

determinant of Chinese OFDI, suggesting that Chinese companies are attracted to culturally similar 

countries as well as countries that have strong bilateral trade ties with China. 
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Home- and host-country institutions 

While most papers have dealt with either home-country or host-country institutions, Chen, Li, and 

Fan (2018) merged the two in assessing how Chinese firms can utilize political connections in both 

the home and host environment to deal with institutional distance. More specifically, they used the 

strategy tripod perspective to discuss the importance of different kinds of political connections, which 

are based on the configuration of the industry characteristics of a firm and a firm’s resources. In line 

with the institution-based view, Chen, Li, and Fan (2018) claimed that establishing political 

connections is a viable strategy for firms to respond to potential frictions in host environments. 

However, they noted that home political connections are most useful for emerging market 

multinational enterprises (MNE) participating in a munificent industry with a lack of commitment to 

research and development (R&D). These firms lack competitive advantages but are encouraged to 

internationalize by the government and therefore depend more on government support. Regarding 

host country political connections, Chen, Li, and Fan (2018) determined that these are more useful 

for EMNEs that lack commitment to R&D in general but are more valuable still to firms that are 

strongly committed to R&D when venturing into low-institutional-distance countries. However, that 

relationship is weakened for firms that are both R&D intensive and that operate in highly dynamic 

industries; under these conditions, host political connections are more important in high-institutional-

distance countries and less so in low-institutional-distance countries. In sum, Chen, Li, and Fan’s 

(2018) paper suggests that political connections in both home and host countries play an important 

part in helping firms overcome barriers to entry and the liability of foreignness. However, that 

importance varies depending on industry dynamics and the level of capabilities and resources 

amassed by the company.  

Another paper that draws on both home and host country institutions is that of Deng, Delios, and 

Peng (2020), who proposed a geographic relational perspective as a new theoretical lens to 

complement other theories concerning internationalization of EMNEs. Deng, Delios, and Peng (2020) 

argued that the internationalization of EMNEs should be seen as situated in a multifaceted context 

influenced by path dependence and manifested in practice. These closely interrelated concepts 

(contextuality, path dependence, and practice) are central to the geographical relational perspective 

and, when combined, offer another perspective on EMNE internationalization. Contextuality refers 

to the context of social and institutional relations in which EMNEs are embedded in both home and 

host countries. Path dependence is the notion that decision-making, under any given circumstance, is 

affected by a firm’s past experiences even though they may not be related. As such, key decisions on 
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internationalization are affected by the firm’s past. However, EMNEs’ home environments are often 

characterized by weak institutional settings, both formal and informal, and thus EMNEs often need 

to make path-breaking changes to their routines when expanding into developed countries as the 

contexts of developed host countries are dissimilar to the home environment.  

Home industry conditions as a causal explanation of Chinese outward foreign direct investment 

The presence of foreign companies in China as a push factor towards internationalization 

Xia, Ma, Lu, and Yiu (2014) examined and extended the resource dependence logic of diversification. 

More precisely, they examined how home country dependence conditions influence 

internationalization strategies among Chinese firms. They posited that interdependence between 

Chinese companies and foreign firms comes in multiple forms: symbiotic, competitive, and 

partnerships. Symbiotic interdependence describes the relationship between local and foreign firms 

exchanging goods and services, which per dependence logic compels firms to diversify to reduce 

dependence, which can be done via internationalization. Competitive dependence describes the 

relationship between a local and foreign firm that compete within the same market. Chinese 

companies may seek to internationalize so as to better their competitive position and counter the 

challenges imposed by foreign firms in their home territory. Following this logic, the level of 

competitive interdependence between local and foreign firms in the host country is positively 

associated with OFDI activity. Partnership interdependence describes the relationship between local 

and foreign firms in a strategic partnership such as a joint venture. Often, EMNEs provide local 

knowledge and experience, while the foreign firm brings strategic resources. As such, the power 

balance and bargaining power is often in favor of the foreign firm. Following the dependence logic, 

EMNEs would seek to increase their bargaining power by diversifying through internationalization 

and thereby decrease their dependence on foreign firms. Following a quantitative analysis,, Xia, Ma, 

Lu, and Yiu (2014) finds that the levels of symbiotic, competitive, and partnership interdependence 

does all have a significant effect on Chinese firms’ OFDI; this suggests that core elements of the 

industry-based view, such as bargaining power and competition, are indeed significant factors in 

explaining the internationalization of Chinese firms. Xia, Ma, Lu, and Yiu’s (2014) study also 

considers what effect state ownership has on responses to these interdependence pressures. They 

found that companies with high degrees of state ownership were less likely to respond to these 

pressures, whereas private companies are more likely to; this is unsurprising given that SOEs might 

pursue different objectives and strategies than private companies. In sum, the level of 
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interdependence between foreign and local firms is positively associated with internationalization 

among Chinese firms, though not to the same degree as for SOEs. 

 

The concept of competitive pressure in the home market as a driving factor for internationalization 

of Chinese firms is supported by many scholars, including Gaur, Ma, and Ding (2018); Luo and Tung 

(2007); Rui and Yip (2008); Luo and Wang (2012); and Liang, Lu, and Lihua (2012), who all 

determined that the perceived unfavorableness, and competitive nature of a given firm’s industry 

serve as significant push factors for Chinese firms when internationalizing.  

Cui, Meyer, and Hu (2014) furthered this argument from a managerial intent perspective empirically 

testing the drivers behind the strategic asset-seeking internationalization of Chinese companies. 

Using the awareness-motivation-capability (AMC) framework, the paper uses a sample of 154 

Chinese firms to assess which factors contribute to the strategic asset-seeking intent of EMNEs. The 

AMC perspective explains that firms’ strategic actions can be seen as a result of managers’ awareness 

of internal needs and external opportunities, their motivation to take risky decisions in pursuit of 

longer-term benefits, and their abilities to follow the strategy through the acquisitions of strategic 

assets overseas. The study proposed that the intent of strategic asset-seeking FDI in the context of 

catching-up is driven by several factors. For example, exposure to foreign competition has a 

significant effect. Exposure to fierce competition on a firm’s home turf creates awareness of the 

competitive landscape and motivates companies to pursue internationalization strategies. Financial 

performance is associated with both the motivation and capabilities dimensions of the framework. 

Cui, Meyer, and Hu (2014) found that firms with sound financials have both the motivation and the 

ability to carry out strategic asset-seeking FDI overseas. Lastly, the study suggested that managerial 

capabilities drive strategic intent behind strategic asset-seeking FDI. Measured by the level of exports 

and previous FDI experience, the findings indicate that firms accumulate international experience—

which creates a global competitive awareness—and enhance the capabilities to carry out asset-

seeking FDI. This notion supports classical IB theories in illustrating the value of learning and 

experience.  
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The resource-based view 

The lack of ownership advantages and strategic asset-seeking 

In a highly appraised study, Mathews (2006) deepened the idea of the need for new theories to explain 

EMNE internationalization. In studying successful latecomer and newcomer MNEs from the Asia-

Pacific region, which he dubs “dragon multinationals,” Mathews declared that these firms’ 

characteristics are different from developed market MNEs and that these traits make them better 

suited to tackle the globalized economy of the 21st century. Firstly, these firms were born in the era 

of globalization and are more likely to have a global outlook, whereas incumbent MNEs from 

developed economies typically have a more regional strategic outlook. This global perspective has 

led to the accelerated internationalization, both in terms of breadth and depth, of the dragon 

multinationals. This follows Li P. P.’s (2003) argument for the need to modify traditional IB theories, 

that advocates for exploitation of ownership advantage, incremental learning, and gradual 

internationalization. Another characteristic of latecomer and newcomer MNEs from the Asia-Pacific 

region is organizational and strategic innovation. As latecomer firms, EMNEs had to develop 

organizational and strategic innovation to make space for themselves in crowded markets dominated 

by incumbents. While the OLI framework sees the existence of MNEs as a result of having superior 

resources, latecomers from developing economies most often do not initially possess any superior 

resources. Mathews argued that the OLI framework fits these incumbent MNEs from developed 

countries but proposes another framework for the internationalization of dragon multinationals—that 

is, internationalization driven by resource linkage-leverage-learning (LLL).  

Linkage refers to the fact that latecomer firms do not solely focus on creating their own capabilities 

but also consider which capabilities can be acquired externally. This approach renders a global 

advantage as linkage opportunities are found all over the world. Gaining lacking capabilities is a 

necessity for EMNEs, and their outward orientation makes acquiring these capabilities through 

strategic partnerships a viable option. Incumbent MNEs often perceive strategic partnerships as 

sources of leakage of intellectual property, but EMNEs see them as invaluable in their quest for 

resources and international expansion. 

Leverage focuses on leveraging the links that have been formed, or the ability to take and create an 

advantage out of the networks that firms are part of due to linkage. It is crucial in this context to 

establish structures across the networks that enable participating firms to utilize the resources and 
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capabilities that have formed within the given network, including knowledge sharing and reverse 

engineering.  

The continuous repetition of linkage and learning results in firms learning to engage more effectively 

in these networks and ultimately creates the foundation for rapid internationalization. The capabilities 

build by linkage-leveraging-learning can develop at an exponential rate, in which network-building, 

the leveraging of these networks, and the learning from the process lead to an ongoing cycle of better 

networks and more efficient leveraging and learning. As such, Mathews (2006) supported Li P. P.’s 

(2003) claim that a distinct characteristic of firms from developing countries is that their 

internationalization is not driven by a desire to exploit existing ownership advantages—as argued by 

traditional resource-based view, but rather is a means to acquire resources and overcome a lack of 

competitive advantages. Indeed, Mathews (2006) and Li P. P. (2003) laid the foundation for much of 

the later research concerning the strategic asset-seeking internationalization of Chinese companies 

(Deng, 2009; Luo & Tung, 2007; Rui & Yip, 2008; Cui, Meyer, & Hu, 2014; Zhou & Guillen, 2016) 

and deviates significantly from the traditional resource-based view in that importance is placed on 

the acquisition of strategic assets instead of exploitation. 

Lu, Ma, Taksa, and Wang (2017) expanded John Mathew’s LLL model into an extended framework 

with two added elements, inward linkages-outwards linkages-leverage-learning (IOL3 ), to enable 

analysis of what makes Asian multinationals unique. The most important extension of the framework 

involves integrating the concept of inward linkages. Whereas Mathews saw opportunities for EMNEs 

in the global market rather than the domestic, Lu, Ma, Taksa, and Wang’s (2017) study finds inward 

linkages to be of equal importance. Firms from large emerging economies such as China’s are 

especially likely to leverage inward linkages more than outward linkages in their internationalization. 

The study defines linkages that offer access to global resources in the home countries as inwards and 

linkages that offer access to global resources outside the firm’s home country as outwards. An 

example of inward linkages is the presence of foreign companies in an EMNE’s home country. The 

presence of foreign companies provides access to foreign technologies and international market 

knowledge through either competitive or cooperative relationships with EMNEs. In the same vein, 

Lu, Ma, Taksa, and Wang (2017) extended the concept of leverage to include the ability to leverage 

resources accumulated through both inward and outward linkages in international expansion. The 

LLL theory focuses on leveraging outward linkages through joint ventures or overseas acquisitions, 
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and while the study acknowledges the importance of outward linkage and leveraging, Lu, Ma, Taksa, 

and Wang (2017) claimed that inward linkage and leveraging is equally important. 

The last extension concerns the role of learning. In the LLL framework, learning is what takes place 

through repeated outward linkage and leveraging, eventually resulting in the deepening of 

international expansion of EMNEs. Lu, Ma, Taksa, and Wang (2017), however, argued that learning 

is a more dynamic process that takes place both before and after internationalization. As such, they 

suggested that firms’ learning can start with the leveraging of inward linkages in their initial 

internationalization process and continue with the leveraging of outward linkages in the deepening 

of their international operations. The IOL3 framework sees the access to global resources as a means 

to overcome the lack of firm-specific advantages in the internationalization process. However, 

contrary to LLL, the IOL3 suggests that this access can be gained both domestically and abroad. 

Access to global resources through linkages with foreign MNEs and subsequent leveraging and 

learning can also be performed within the dragon multinational’s home environment.  

The argument of inward linkages was also assessed by Li, Yi, and Cui (2017), who studied how an 

EMNE’s inward international activities are related to its outward international activities. Drawing 

upon two different perspectives—the organizational learning perspective and prospect theory—Li, 

Yi, and Cui (2017) proposed that a firm’s gain from its inward international activities facilitates its 

outward international activities by improving its resource fungibility (the extent to which a firm’s 

capabilities can be deployed across multiple countries). Conversely, a firm’s gain from inward 

activities may hinder its outward counterpart by discouraging managers from taking the risks 

associated with outward internationalization. Although somewhat contradictory, both proposals are 

shown to be significant. Regarding the fungibility of capabilities, the fungibility of organizational 

capabilities is a significantly stronger determinant of a firm’s internationalization than technological 

resources. However, according to the prospect theory, a firm’s inward activities have a negative effect 

on its outward internationalization. Inward internationalization as a driver of outward 

internationalization of Chinese firms is also central to Luo and Bu’s (2018) paper on the endogenous 

conditions under which EMNEs take more risks regarding entry mode and geographic dispersion in 

their internationalization process. By analyzing 200 Chinese MNEs, Luo and Bu (2018) stated that 

Chinese MNEs are more likely to engage in high risk-taking internationalization through high-

commitment entry modes and vast global dispersion if the firms have greater levels of strategic asset-

seeking intent, financial abundance, and inward internationalization. Although all three factors are 
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deemed significant in explaining risk-taking behavior, inward internationalization was found to be 

the most important factor in explaining rapid geographic dispersion. These risk-taking firms go 

against the classic IB theory of gradually increasing commitment as they seek rapid 

internationalization through risk-taking measures. While Luo and Bu (2018) are not the first to 

establish a link between these endogenous factors and internationalization, they contributed by 

linking these factors to the specific risk-taking measures of EMNEs, particularly geographical 

dispersion and high-commitment entry modes. Hence, their study is both confirmative and 

exploratory.  

Through their springboard perspective, Luo and Tung (2007) followed the argument of EMNEs using 

international expansion as a means to acquire strategic assets in order to overcome fierce competition 

both in the global and home markets. However, in their paper, Luo and Tung (2007) argued that 

strategic asset-seeking is only one motive of international expansion and that escaping home-country 

institutional and market constraints is a significant factor as well. The springboard perspective 

explains the aggressive risk-taking approach of rapid internationalization into developed economies 

in an effort to overcome latecomer disadvantages. This type of internationalization is often done in a 

non-path-dependent and non-evolutionary way with regards to both entry modes and location. Luo 

and Tung (2007) therefore support the body of academia that describes the limitations of extant MNE 

theories in explaining the internationalization of EMNEs. The springboard perspective sees EMNEs 

as firms that rapidly and aggressively expand internationally to overcome disadvantages such as 

competitive weakness and latecomer status as well as to counter global competitors with whom they 

compete both internationally and on their home turf. These circumstances compel and motivate firms 

to adopt a springboard strategy that is unique to companies stemming from developing markets.  

Ramamurti (2012) joined the debate on whether the nature of emerging market MNEs needs a new 

theory or if extant theories are adequate. He proposed that merely explaining the existence of EMNEs 

as companies going abroad only to obtain ownership advantages (Mathews, 2006; Luo & Tung, 2007) 

is insufficient. Instead, Ramamurti (2012) claimed that EMNEs do possess ownership advantages but 

that these are different from those traditionally considered, thereby arguing against the group of 

scholars who see developing country firms as not possessing any ownership advantages whatsoever. 

The ownership advantages possessed by these companies include their understanding of emerging 

markets and the ability to function in difficult environments. Ramamurti (2012) stated that studies 

suggesting that EMNEs internationalize in the “wrong ways”—that is, rapidly and in a geographically 
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dispersed manner—are insufficient in their argumentation. Instead, Ramamurti (2012) suggested that 

the patterns of EMNE internationalization may be a result of the globalized world of the 21st century 

rather than a result of specific EMNE characteristics. Going against what extant IB theories suggest, 

Ramamurti (2012) refuted the argument that Chinese MNEs are firms without any advantages that 

internationalize sporadically and instead forwarded that MNEs are a result of the global environment 

in which they have been raised.  

 

Zhou and Guillen (2016) bridged the OLI paradigm with the concept of (LoF) in merging the two 

into three dimensions: ownership-specific LoF, location-specific LoF, and internalization-specific 

LoF. Zhou and Guillen (2016) thus combined the two concepts to create an interesting framework 

given that the OLI paradigm highlights what encourages firms to internationalize, whereas LoF 

describes the disadvantages MNEs face when internationalizing. The major contribution of the study 

is the classification of different types of LoF. Ownership-specific LoF refers to the adaptation costs 

MNEs face in host countries due to demands differing from those of the home country. Location-

specific LoF refers to the cost derived from unfavorable treatment by host country governments in 

the form of rules and regulations. Internalization-specific LoF refers to the additional costs for MNEs 

when managing foreign subsidiaries as well as the appropriation costs linked to the host government. 

Zhou and Guillen’s (2016) findings suggest that the role of FDI experience is a significant factor in 

overcoming LoF, particularly in efficiency-seeking and natural resource-seeking investment, though 

not in strategic asset-seeking or market-seeking FDI. The fact that strategic asset-seeking among 

Chinese companies is explained by the need for resources in the quest for competitive advantage 

justifies the argument that FDI experience is not a prerequisite to conducting strategic asset-seeking 

FDI. However, Gaur, Ma, and Ding (2018) proposed that international experience enhances the 

significant linkages between government support, industry unfavorableness, and the level of OFDI. 

Although their study does not take different internationalization motives into consideration, they 

determined that in general, firm-specific resources in the form of international experience have a 

significant positive relationship with Chinese OFDI. 

 

Liang, Lu, and Lihua (2012) took a different approach to the resource-based view, arguing that 

resources and capabilities should not solely be a look into the company but should be examined vis-

à-vis its competitors. More specifically, they examined how advantages and disadvantages in the 

resource endowment and organizing capability of private Chinese companies affected the likelihood 
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of undertaking outward internationalization and risk-taking compared to their home rivals (SOEs and 

foreign enterprises). By analyzing 533 large Chinese companies, the study found support for a 

positive correlation between the likelihood of a Chinese firm internationalizing and resource 

endowment advantages over foreign firms and organizational advantages over SOEs. The paper 

further posits that Chinese private companies’ organizational capabilities often reside in the middle 

of the competitive landscape—which is better organizational capabilities than SOEs but inferior to 

foreign companies. As such, to compete successfully in the home market, privately-owned Chinese 

companies exploit their comparative advantage vis-à-vis SOEs at home while simultaneously 

venturing abroad to compensate for their relative disadvantage vis-à-vis foreign companies. Liang, 

Lu, and Lihua (2012) further confirmed previous studies by suggesting that Chinese MNEs 

internationalize rapidly to overcome their competitive disadvantages vis-à-vis both SOEs and foreign 

companies.  

Location choice 

The next step for an aspiring multinational company after gaining the strategic intent to become 

international is to decide on the geographical measures of its internationalization. Classical IB 

theories, such as the Uppsala model, suggest that firms take a gradual approach in terms of location 

choices, beginning in countries with low psychic distances before venturing into more psychically 

distant countries. However, many scholars have pointed out the pitfalls of this theory when discussing 

MNEs from developing economies. Li (2003) was one of first scholars to address the insufficient 

explanations of the Uppsala model concerning latecomer firms. He argued that the sequential and 

gradual internationalization approach, as well as the concept of psychic distance, is not suitable to 

describe these firms because the latecomer status of companies stemming from developing countries 

often spurs these firms to enter developed markets to acquire strategic assets and knowledge. In line 

with this idea, many latecomer firms initially seek expansion in the US and Europe, using strategic 

alliances to overcome the liabilities emerging from psychic distance. This trend suggests that 

latecomer MNEs do not tend to internationalize into low psychic distance countries; rather, they 

leapfrog in the sequential model to acquire these strategic assets quickly.  

This more risk-taking approach to the geographical scope of internationalization has gained much 

attention in academia. Both Buckley et al. (2007) and Quer, Claver, and Rienda (2012) discovered 

that political risk, contrary to conventional wisdom, actually attracts Chinese firms. Buckley et al. 

(2007) attributed the fondness for risky locations to the fact that Chinese firms hold specific 
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advantages in navigating institutionally and politically complex countries due to their home country 

experiences. Quer, Claver, and Rienda (2012), on the other hand, argued that Chinese companies can 

gain legitimacy more easily in such countries, and that Chinese MNEs are attracted to politically risky 

countries, because of first mover advantages that can be gained in countries, often left untouched by 

firms from developed countries.   

However, whereas Buckley et al. (2007) claimed that Chinese companies are attracted to countries 

that are culturally and geographically proximate, Quer, Claver, and Rienda (2012) did not find 

support for low cultural distance as a determinant of Chinese OFDI. Rather, they proposed that a 

large Chinese migrant diaspora has a significant impact on location choices. Although Chen and Tan 

(2012) focused primarily on the internationalization-performance perspective, their findings suggest 

that cultural and psychic distance are indeed significant factors, supporting Buckley et al. (2007) and 

contrasting with Quer, Claver, and Rienda (2012). Using a set of financial data from listed Chinese 

MNEs, Chen and Tan (2012) revealed that firm performance varies drastically depending on the 

geographical scope of a firm’s internationalization. More precisely, Chen and Tan (2012) discovered 

that internationalization in general does not have a positive relationship with firm performance. 

However, according to Chen and Tan (2012) there is a strong correlation in the internationalization-

performance relationship between considering intra-Asia or the greater China region (Hong Kong, 

Taiwan and Macau). Thus, internationalizing into countries with low psychic and cultural distance 

has a significantly positive effect on firm performance, whereas internationalizing into countries with 

large psychic distances may even have a negative effect.  

This notion is further supported by Kang and Jiang (2012), who advocated for the institutional view 

in explaining the importance of cultural distance in location choices for Chinese MNEs. This 

argument provides some validity to classic IB theories that suggest that cultural and psychic distances 

are indeed important factors in internationalization. Chen and Tan (2012) also supported the claim 

that firms should expand intra-regionally rather than inter-regionally to promote sound financial 

performance. However, they acknowledge that their model does not take into account firms’ actual 

motivations for internationalization; their paper is purely based on financial implications,but 

strengthening financial performance may not always be the key motive for firms’ expansion.  

The inter-regional vs intra-regional internationalization perspective was further developed by Kim, 

Wu, Schuler, and Hoskisson (2020. In their study, they used data from 767 publicly listed Chinese 

MNEs to evaluate the financial implications of the speed at which Chinese MNEs expand into intra-
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regional versus inter-regional host countries. They determined that a firm’s performance drastically 

depends on whether internationalization takes place intra-regionally or inter-regionally, with intra-

regional expansion coming out on top. They explained this outcome by arguing that for Chinese 

MNEs, it is not only less costly to operate intra-regionally but also much easier to exploit firm-specific 

advantages in intra-regional countries. They further claim that those firm-specific advantages may be 

a strategic asset in the home region, but they can become a liability in inter-regional countries where 

these advantages quickly lose relevance and sustainability, given that firm-specific advantages often 

take years to build and are configured to fit the home country or region. The study also considers the 

effects of a firm’s technological and marketing resources. The findings state that these resources are 

more easily transferred to intra-regional countries rather than inter-regional countries, and Chinese 

MNEs are generally unable to simultaneously leverage the advantages stemming from technological 

and marketing resources in the home region and beyond. The paper therefore argues that managers 

should rapidly internationalize into intra-regional countries where they can utilize their firm-specific 

advantages, but they should be cautious with rapid expansion into inter-regional countries as they 

may have difficulties in transferring their homegrown advantages to more geographically distant 

countries 

While many papers that are concerned with how significant the impact of geographical and psychic 

distance is on the location-choice of Chinese MNEs approach these companies as sole entities, Li, 

Zhang, and Shi (2020) analyzed the foreign location choices of Chinese MNEs and proposed that 

certain mechanisms affect the level to which companies are deterred by geographical and psychic 

distance. The specific mechanisms assessed were firm size, age, and ownership. Li, Zhang, and Shi 

(2020) hypothesized that these factors play a paradoxical role in shaping the way Chinese firms 

perceive cultural and geographic distance in their OFDI location choices. The argument maintains 

that larger, older, and state-owned companies have better access to resources in their home country, 

which makes them less inclined to be deterred by the high operating costs of large geographical 

distances. On the other hand, they are more likely to be deterred by cultural distance as they are less 

adaptable to new environments. The situation is the opposite of that of smaller, younger, and 

privately-owned Chinese companies, which may be deterred by the high costs of operating in 

countries with large geographical distances but are much more adaptable to new host environments. 

By using a large sample of Chinese OFDI location choices, Li, Zhang, and Shi (2020) found 

significant support for their theoretical claims. In this way, they bridged the gap between two lines of 

literature. Many studies have focused on the role of firm-level characteristics such as capabilities and 



Side 52 af 78 

 

resources, while others have focused on the effects of cultural and geographical distance in isolation. 

Li, Zhang, and Shi’s (2020) paper contributes by analyzing the joint influence of firm attributes and 

geographical and cultural distance on firms’ OFDI location choices.  

Ramasamy, Yeung, and Laforet (2012) used a dataset of listed Chinese companies to address the 

where and why of Chinese internationalization. They determined that motive, and therefore choice of 

location, varies significantly based on ownership—that is, whether a company is a SOEs or privately-

owned company. Most previous studies have focused on Chinese MNEs as a sole entity, but 

Ramasamy, Yeung, and Laforet (2012) declared that distinguishing between private and state-owned 

firms is important as they are often subject to different strategic objectives. According to their 

findings, Chinese firms, irrespective of ownership type, are likely to internationalize into countries 

that have ownership of natural resources, importance to China as a country, and are in proximity to 

China. Furthermore, host country income level and presence of Chinese populations were also found 

to be important variables.  

The importance of a large Chinese migrant diaspora has been further supported by Estrin, Meyer, and 

Pelletier (2018) and Quer, Claver, and Rienda (2012). Regarding location choices based on ownership, 

SOEs tend to have a larger appetite for risk than private firms because SOEs invest more in countries 

with weak political systems. Private companies are attracted by proximity as well as the size of the 

host market. However, the study presents different findings to those of earlier studies in suggesting 

that private Chinese companies are not attracted to countries that are technologically superior; this 

deviates from the view that Chinese companies internationalize through strategic asset-seeking. 

Instead, the study suggests that Chinese MNEs are more concerned with market expansion using their 

homegrown competencies and ownership advantages. The importance of classical economic factors 

as determinants of location choices is in stark contrast with Kang and Jiang’s (2012) claim that 

Chinese companies are mainly attracted to countries according to their institutional environment.  

Estrin, Meyer, and Pelletier (2018) furthered the argument that MNEs from developing countries 

differ in their location choices relative to developed-market MNEs, reasoning that because emerging 

economies have less munificent business environments, MNEs from those countries will make 

different choices of location when internationalizing relative to MNEs from advanced economies, 

with more munificent business environments. Comparing MNEs from developing markets with 

MNEs from developed markets, Estrin, Meyer, and Pelletier (2018) revealed that although MNEs 

from both developed and developing economies are attracted to several of the same factors in a host 

country, there are large differences as well. The study found that MNEs from both developed and 
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developing countries are equally attracted to countries with strong intellectual property rights, 

supporting other scholars’ claims regarding the significance of institutions. Additionally, both sets of 

MNEs are deterred by greater geographic distance, but EMNEs are deterred to a higher degree. 

EMNEs are also attracted to countries with a large migrant diaspora from the home country to a 

significantly higher degree as this is a factor that heavily decreases the liability of foreignness. The 

same pattern follows regarding the size of the market. Both developed- and developing-country 

MNEs are attracted by market size, but EMNEs are attracted to a significantly larger degree.  

 

5.3 Sub-conclusion 

The emergence of MNEs from developing economies have gained much academic attention recently. 

Specifically, the emergence of China as an economic powerhouse, have attracted scholars seeking to 

assess whether Chinese firms differ from their Western counterparts, and what implications that may 

have on extant theories within international business. Above, the systematic literature review has 

thoroughly located and portrayed the most relevant contributions towards the understanding of 

internationalization of Chinese companies. There is generally an academic consensus regarding the 

flaws of extant theories in explaining this new phenomenon. The eclectic paradigm suggest that firms 

internationalize as a result of possessing certain advantages that justifies its internationalization by 

outweighing the negative consequences of internationalization such as liability of foreignness, and 

cultural, and geographical distance. Many scholars argue that emerging market MNEs, including 

Chinese companies, do not possess these superior advantages, compelling them to internationalize as 

a means to acquire advantages. As such their motive is not the exploitation of already possessed 

advantages, but to strategically source these, better known as strategic asset-seeking 

internationalization. It is further suggested by literature, that the strategic asset-seeking motive is 

further strengthened by the presence of foreign firms in the home market, as Chinese companies seek 

to overcome their competitive disadvantages vis-à-vis foreign competitors.  

Extant theories place little to no value on the concept of institutions. This may make sense from a 

Western perspective, where institutions are fairly embedded, and institutional distance between 

countries negligible. However, scholars have argued for the significant importance of institutions in 

the Chinese context. Specifically, that home country institutions serve as a push factor for 

internationalization, as both institutional support and institutional constraints encourage Chinese 
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companies to “go out”. Furthermore, institutional distance between home and host country is seen as 

a significant determinant of location choice when internationalizing. Beside institutional distance, 

significant determinants of Chinese MNE location choices include the geographical distance. This 

argument is in line with the Uppsala model, that suggest that companies internationalize to countries, 

by low-commitment entry modes, in the near proximity with low cultural distance, as a way to test 

the waters for international expansion. However, per the Uppsala model, testing the water would 

initiate the sequential model, as companies would then seek to enter more geographically and psychic 

distant countries, while gradually increasing commitment. The literature portrayed above find no 

evidence that Chinese firms expand, by gradually increasing their commitment. 
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6. Internationalization of Chinese Companies 

Through the systematic literature review, this paper has gathered knowledge about the phenomenon 

of outward internationalization in the Chinese context. The systematic literature review covers the 

most relevant academic contributions towards understanding this phenomenon and serves as the 

foundation for the theorical contribution of this paper. More precisely, the paper has described how 

Chinese companies differ from developed country MNEs, the different mechanisms that serve as 

motivations for Chinese companies to internationalize, and the geographical perspective of 

internationalizing. Academia has generally suggested that extant theories within international 

business cannot sufficiently explain the patterns of Chinese internationalization. Accordingly, some 

have argued for modifications of classic theories, while others have proposed new theories to fit the 

context of Chinese companies. The systematic literature review has enabled this paper to justify 

certain “truths” that will now be presented in the form of propositions. These propositions serve as 

the pillars of a theoretical framework that seeks to shed light on the internationalization of Chinese 

companies.  

6.1 Home country institutions 

Many scholars have argued for the importance of the institution-based view in assessing 

internationalization of Chinese companies. The concept of institutions has largely been neglected in 

extant IB theories, being perceived as something that is just “there.” This might be the case from a 

Western perspective, from which extant IB theories have been developed, but it is not appropriate in 

the context of Chinese companies. Scholars have largely seen the role of home country institutions in 

internationalization from two perspectives. Firstly, institutional support and governmental 

encouragement pushes Chinese companies to internationalize (Buckley, et al., 2007; Rui & Yip, 2008; 

Deng, 2009; Gaur, Ma, & Ding, 2018). Secondly, institutional constraints and hardship pushes 

Chinese companies to internationalize (Rui & Yip, 2008; Deng, 2009; Luo & Wang, 2012; Gaur, Ma, 

& Ding, 2018). 

These perspectives suggest that home country institutions in the Chinese context serve as a double-

edged sword. The same institutions that provide support toward the internationalization of companies 

also push companies to do so due to institutional constraints and hardship.  

This claim allows for the establishment of two propositions:  

Proposition 1: Chinese companies internationalize due to institutional support. 
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Proposition 2: Chinese companies internationalize due to institutional constraints at home.  

6.2 Host-country institutions 

While home-country institutions have received the most scholarly attention, host-country institutions 

are argued to be of great importance, too (Peng, Wang, & Jiang, 2008). Specifically, institutional 

distance between China and a host country is seen as a significant factor. Chinese companies are 

drawn to internationalize into what could be considered politically risky countries. Arguably, most 

countries considered politically risky share many similarities with China. As such, Chinese 

companies may be drawn to countries with low institutional distance for a number of reasons. Kang 

and Jiang (2012) suggested that it is easier for Chinese companies to gain legitimacy in somewhat 

institutionally similar countries, whereas Buckley et al. (2007) hypothesized that Chinese companies 

have an advantage in navigating these institutionally complex countries. It is further argued that 

politically risky countries with low institutional distance pull Chinese companies in because they seek 

first-mover advantages in countries often left untouched by MNEs from the Western world (Quer, 

Claver, & Rienda, 2012).  

As seen in the systematic literature review and further elaborated later on, many scholars argue that 

Chinese companies internationalize due to the lack of competitive advantages, and the desire to 

acquire these. However, in the context of politically risky, low-institutional-distance countries, 

Chinese companies may be pulled towards internationalizing in these locations as they possess certain 

advantages specific to these countries, such as legitimacy, institutional understanding, and first-

mover possibilities.  

In light of the arguments regarding host-country institutions, the third proposition of this paper is as 

follows 

Proposition 3: Chinese companies internationalize into low-institutional-distance countries because 

they possess certain advantages in these contexts.  

6.3 Home industry 

Many scholars have argued that the configuration of the focal firm’s home industry—especially its 

competitive nature—is a significant factor in determining internationalization of Chinese companies 

(Gaur, Ma, & Ding, 2018; Luo & Tung, 2007; Rui & Yip, 2008; Luo & Wang, 2012; Liang, Lu, & 

Lihua, 2012; Xia, Ma, Lu, & Yiu, 2014; Cui, Meyer, & Hu, 2014). The logic is that companies will 

seek to expand its operations geographically in an attempt to both diversify operations and strengthen 
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capabilities in order to increase competitiveness abroad and in the home market. In addition to the 

logic of internationalization as a strategic response to competitive pressure in the home market, Xia, 

Ma, Lu, and Yiu (2014) argued that merely the presence of foreign companies within a given industry 

prompts Chinese companies to internationalize, regardless of whether the relationships between local 

and foreign firms are symbiotic, competitive or partnerships. 

In line with the arguments regarding a firm’s home industry, the fourth proposition of this paper is as 

follows 

Proposition 4: Chinese firms internationalize due to the presence of foreign firms within the focal 

firm’s industry in the home market.  

6.4 Lack of ownership advantages 

Extant international business theories such as the OLI paradigm describe the existence of MNEs as a 

factor of firms possessing specific ownership advantages that can be deployed across multiple 

locations. However, many scholars argue that this idea does not fit the context of Chinese companies 

as they do not often possess any superior managerial or technological capabilities (Luo & Tung, 2007; 

Luo & Bu, 2018; Liang, Lu, & Lihua, 2012; Mathews, 2006). Instead, Chinese companies are argued 

to internationalize as a means of acquiring these capabilities, better known as strategic asset-seeking 

OFDI. Indeed, they internationalize to acquire, rather than exploit, firm-specific advantages; this is 

seen as a measure to increase a firm’s competitiveness not only internationally but also in the home 

market, where competition is often fierce. Foreign companies especially pose a threat to Chinese 

companies on their home turf, with Liang, Lu, and Lihua, (2012) arguing that Chinese companies 

internationalize to compensate for their relative competitive disadvantages vis-à-vis foreign 

companies. Given these arguments, the fifth proposition of this paper is as follows 

Proposition 5: Chinese companies internationalize due to their lack of ownership advantages vis-à-

vis foreign competitors in the home market.  

Some scholars, however, argue that the degree of inward internationalization, or inward linkages, a 

firm face impacts its motivation to internationalize with a strategic asset-seeking motive. Lu, Ma, 

Taksa, and Wang (2017) claimed that the strategic resources companies go abroad to source can be 

obtained in the home market as well, due to the inward linkages that can be established, which deters 

companies from internationalizing. Li, Yi, and Cui (2017) somewhat support the idea of Lu, Ma, 

Taksa, and Wang (2017) by arguing that a company’s gain from inward linkages might discourage 

companies from taking the risk of internationalizing. Conversely, Luo and Bu (2018) contended that 



Side 58 af 78 

 

inward internationalization propels firms’ internationalization. Evidently, scholars do not agree on 

the moderating effect of inward internationalization and linkages. Thus, although many scholars agree 

that inward internationalization and linkages do have an effect on the strategic asset-seeking 

motivation of Chinese companies and modify the relationship between lack of ownership advantages 

and internationalization, no single conclusion can be drawn regarding this effect.  

6.5 Location Choice 

The importance of psychic, cultural, and geographical distance have all been considered important 

determinants of the foreign location choices of Chinese firms. Buckley et al. (2007); Kang and Jiang 

(2012); Kim, Wu, Schuler, and Hoskisson (2020); Li, Zhang, and Shi (2020); Ramasamy, Yeung, 

and Laforet (2012); and Estrin, Meyer, and Pelletier (2018) all found that geographical distance bears 

a negative influence on internationalization, suggesting that Chinese companies are attracted to 

geographically proximate countries. However, Li P. P. (2003) proposed that due to the desire to seek 

assets, Chinese companies are likely to target Western countries. 

Nonetheless, the majority of scholars support classical IB theory in stating that Chinese companies 

internationalize into low-geographic-distance countries. As such, this paper presents the following 

proposition: 

Proposition 6: Chinese companies tend to internationalize into countries in close proximity to China. 

 

Short geographic distance often implies low(er) cultural distance and lowered liability of foreignness. 

However, scholars do not agree on the overall value of cultural distance as a determinant of Chinese 

firms’ location choices, with Buckley et al. (2007) arguing for low cultural distance as a significant 

factor and Quer, Claver, and Rienda (2012) not finding support for the argument. At the same time, 

Estrin, Meyer, and Pelletier (2018); Quer, Claver, and Rienda (2012); and Ramasamy, Yeung, and 

Laforet (2012) suggested that Chinese companies are attracted to countries with a large Chinese 

migrant diaspora because this decreases the liability of foreignness.  

Proposition 7: Chinese companies are attracted to countries with large Chinese migrant diasporas. 

 

Other scholars have focused on the internationalization-performance perspective in their argument of 

whether Chinese firms should expand inter-regionally or intra-regionally (Chen & Tan, 2012; Kim, 

Wu, Schuler, & Hoskisson, 2020). Both Chen and Tan (2012) and Kim, Wu, Schuler, and Hoskisson 

(2020) proposed that Chinese companies perform better when expanding inter-regionally rather than 
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intra-regionally due to poor resource fungibility. Their studies determined that many Chinese MNEs 

cannot leverage managerial and technological advantages in the home region and beyond the home 

region simultaneously. 

Proposition 8: Chinese companies perform better when internationalizing inter-regionally rather than 

intra-regionally. 

6.6 Theoretical framework 

The systematic literature review provided relevant insight towards the understanding of 

internationalization in the Chinese context, however, no literature explaining the exact phenomenon 

of internationalization of large Chinese tech companies were located. This suggests a gap in literature, 

which this paper will seek to bridge in a later section. Nonetheless, the knowledge gathered have 

enabled this paper to propose a simplistic theoretical model that explains internationalization in the 

Chinese context. Per the scope of this paper, the systematic literature review was designed to extend 

our knowledge regarding; how Chinese companies are different, what drives them to internationalize, 

and the determinants of location choices. Based on the literature, eight propositions have been 

formulated, and turned into a model explaining Chinese internationalization. This model can be called 

the general model as it explains Chinese internationalization in general. The literature review suggests 

that Chinese companies are pushed to internationalize due to institutional support (P1), institutional 

hardship (P2), presence of foreign firms in the home industry (P4), and competitive disadvantages 

vis-à-vis foreign competitors (P5). In the model, these factors are shown as motivators, creating the 

strategic intent to internationalize. None of these motivators are mutually exclusive, which is why an 

arrow indicates that a firm can have several motives to internationalize. As motivation turns into the 

strategic intent of internationalizing, the next step is to decide on where to expand. Literature suggest 

that Chinese companies tend to internationalize into countries that are; institutionally similar to China 

(P3), geographically proxim (P6), has a large Chinese migrant diaspora (P7), inter-regional for 

improved firm-performance (P8). Likewise, these propositions are not mutually exclusive as 

indicated by the arrow, indeed, inter-regional countries may very well be institutionally similar to 

China and have a large Chinese migrant diaspora.   
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Figure 5. A general theoretical framework of Chinese internationalization 

 

The model presented in this paper has been based on the findings of the systematic literature review 

and provides a great overview of motivations for internationalization and locational considerations 

for Chinese companies in general. Nonetheless, the model is not specifically developed to describe 

internationalization of Chinese tech companies, which is the aim of this paper. While the elements of 

the general model may very well be compatible to fit within the context of tech companies, certain 

specific characteristics of the Chinese industry, may necessitate modifications to the model. Therefore, 

to further the research of this paper, and to provide an explanation to its proposed research question, 

it has been deemed necessary to go beyond the systematic literature review, in the quest of gathering 

supplementary literature, explaining what characterizes Chinese tech companies. The following 

section will seek to describe the specific characteristics of the Chinese tech industry. 

7.  Are Chinese tech companies different? 

The eight propositions portrayed in the general model, have been proposed based on existing 

literature on Chinese internationalization, summarized in the systematic literature review. As a 
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general theoretical framework, the model contributes to the understanding of the motives for why 

Chinese companies internationalize and the logic behind the location choices. However, the model 

does not specifically seek to explain internationalization in the context of Chinese tech companies. 

Of the reviewed literature, most scholars made general observations based on large datasets often 

comprised by hundreds of publicly listed Chinese firms within all sorts of industries, and no papers 

were found that specifically analyzed Chinese tech companies; this suggests a gap in the literature 

that this paper aims to bridge. As this paper seeks to understand the internationalization of Chinese 

tech companies, it is necessary to investigate what characterizes large Chinese tech companies. 

Therefore, the following section presents a narrative literature review regarding what characterizes 

large Chinese tech companies. Based on the new findings and the propositions offered earlier, this 

section goes on to discuss the capacity of the general model to explain the internationalization of 

Chinese tech companies and whether modifications need to be made to accommodate this particular 

type of company.  

 

7.1 Ownership advantages 

The lack of ownership advantages that gives Chinese companies a disadvantage vis-à-vis its foreign 

competitors have been put forward by many scholars as a motivation for strategic asset-seeking 

internationalization, as portrayed in the systematic literature review. The disadvantages in e.g. 

technological and managerial capabilities thus impels Chinese firms to internationalize. However, 

this section will discuss whether this argument can be applied to large Chinese tech companies.  

For a long period, Chinese tech companies have mostly been known by their inclination to copying 

and imitating foreign technology. However, that have changed in recent years, as the Chinese 

government have promoted innovation in Chinese companies through its Made in China 2025 plan, 

which seeks to turn China into a technological powerhouse (Li, 2018). This has proven fruitful, as 

Chinese tech companies are now considered world-leaders in certain vital areas such as artificial 

intelligence, 5G, drones, e-commerce, and fintech, while they have drastically improved in other 

sectors such as semiconductors, of which they beforehand were heavily reliant on foreign technology 

(Shi-Kupfer & Ohlberg, 2019). The number of patents held by Chinese companies has also increased 

dramatically, and Chinese patent applications witnessed an increase of 2000% between 2002 and 

2015 (Li, 2018), suggesting that Chinese tech companies indeed hold valuable proprietary knowledge. 



Side 62 af 78 

 

On another note, China has also become the world leader in science and engineering research, as they 

have overtaken the US, by the count of published research, while they graduate 9  times more students 

within the STEM fields, than the US (Mariathasan, 2017). This is excluding all the Chinese students 

that venture to the US for education and turn back to China for jobs in the large tech companies.  

Furthermore, for technology-based companies, data is said to be one of the most valuable currencies 

(Eggers, Hamill, & Ali, 2013). Chinese companies have access to large amounts of data, due to its 

population size, and more importantly the usage of data by companies is more unrestricted than in 

the West (Shi-Kupfer & Ohlberg, 2019). 

This all suggests that the Chinese tech industry differ quite dramatically from the general notion of 

Chinese companies not holding any ownership advantages. The supremacy within certain vital 

technology sectors, leadership within science and engineering research, and a more liberal data 

governance, suggest that Chinee companies indeed hold specific ownership advantages. This poses 

some implications for theory arguing that Chinese companies internationalize to source strategic 

resources. Arguably, this breed of companies has evolved from being imitators, to becoming 

innovative, resourceful, and globally competitive companies.  

7.2 More prone to host country obstacles 

Chinese companies, and specifically tech companies, have encountered various obstacles in their 

quest for international expansion. The ongoing trade-war between the US and China, and subsequent 

US allegations that certain Chinese tech companies are government affiliated, have propelled this 

further (Rothschild & Rocca, 2019). Concretely, we have seen multiple occasions in which the US 

government, and others such as the Canadian government, have blocked attempts by Chinese tech 

companies to invest in or acquire certain companies, on the basis of security reasons. This also 

includes the use of force to have the large Chinese tech conglomerate Bytedance, to sell of its US-

based app to an American company, and the blockage of Huawei and ZTE in developing and 

equipping the US with 5G network. A blockage that have since been followed by blockages by many 

Western countries on the base of security reasons. Another element that have increased the hostility 

towards Chinese tech companies is poor data governance. Chinese tech companies have an obligation 

to monitor and share collected data with governmental instances, a practice that is far away from 

international best practices such as the GDPR of the EU countries (Greene & Triolo, 2020) 
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 As such, it might be argued that while most foreign MNEs are subject to host governmental scrutiny, 

Chinese tech companies are particularly likely to be subject to institutional hardship in a host country, 

on the base of national security questions. This may be able to support, and even strengthen, the 

proposition of Chinese companies tending to internationalize into institutionally proxim countries. In 

institutionally similar countries, Chinese firms gain legitimacy easier than in more institutional distant 

countries, i.e. most of what we consider the Western world, making it the logical choice to choose 

the more frictionless route into institutionally similar countries.  

7.3 Lack of foreign competition 

The Chinese tech industry has been characterized by governmental protectionist measures. Some of 

the world’s most prominent technology companies, such as Google, Facebook, Snapchat, and Twitter 

have all been blocked by what is dubbed The Great Firewall, and although still subject to local 

competition, the lack of foreign competition has provided a solid starting point for Chinese tech 

companies to establish themselves and eventually grow into large and highly competitive companies 

(Dace, 2020). Based on the systematic literature review, it is suggested that Chinese companies 

internationalize to compensate for its competitive disadvantages vis-à-vis foreign competitors. 

However, as the presence of foreign competition in this sector has largely been limited, it is hard to 

justify that Chinese tech companies internationalize due to the presence of foreign firms. This creates 

some implications for the general model. Most studies have analyzed a wide variety of Chinese firms 

and found that the presence of foreign firms in the local market is a significant factor of Chinese firms 

internationalizing. However, as the Chinese tech industry is subject to heavy local protectionism, 

these companies have not been exposed to foreign competition in the same manner as what have 

taken place within other industries, that may not have been subject to the same level of governmental 

protectionism. Therefore, we can justify the reasoning that Chinese tech companies are not compelled 

to “go out”, due to fierce foreign competition. 

7.4 Political ties with home government 

Somewhat connected to the factors of Chinese tech companies being more prone to face institutional 

hardship in the host country, and the lack of foreign competition in the home country, is the factor of 

political connections in the home country. As part of China’s plan to become a technological world-

leader, technology is not merely seen as any other industry, but rather as a means to increase soft – 

and geopolitical power by the Chinese government. The Chinese government sees technology as a 
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vital part of its belt and road initiative, a grand, and ambitious plan that seeks to connect China with 

the rest of the world, through overland, maritime, and digital routes (Shi-Kupfer & Ohlberg, 2019). 

Predominantly “the new silk road” spans across most of the world, except notable exceptions such as 

the US, Canada, and most of Western Europe. Many scholars argue that this is an attempt by China 

to increase its global power and influence, by, not just connecting countries to China via physical 

infrastructure, but also digitally. As such, the large Chinese tech companies can be seen as chess 

pieces in the Chinese government’s plan of exerting its power and influence across the world (Greene 

& Triolo, 2020). Naturally, this is one of the many worries of Western governments and has increased 

hostility towards Chinese tech companies. As stated, the belt and road initiative predominantly 

concern Africa, Central Asia, the Middle East, and Eastern Europe. The geographical focus of the 

belt and road initiative is arguably encompassing countries that are institutionally more similar to 

China, than much of the Western world, enhancing the argument of Chinese companies 

internationalizing into institutionally similar countries, as they more easily gain legitimacy, while 

supporting the national development plans of the Chinese government.    

7.5 Can existing literature sufficiently explain internationalization of Chinese tech companies? 

The general theoretical framework illustrated in this paper suggest that there are four primary 

motivations, or push-factors, for Chinese companies to internationalize; institutional 

support/constraints, strategic asset-seeking, and level of foreign competition. These are found to be 

significant determinants of Chinese internationalization on a general level, however, the findings 

portrayed above as characteristics of the Chinese tech industry have some implications for the general 

model. This section will discuss the implications for proposition 1,2,4, and 5 of the general model. 

Proposition 1 & 2: Chinese firms internationalize due to institutional support/institutional 

constraints 

As portrayed earlier, Chinese companies enjoys institutional support, in the form of overall national 

development plans that seek to expand China’s global influence, while also being pushed to 

internationalize due to institutional constraints at home. This line of arguments is also useful in 

explaining internationalization of Chinese tech companies, who are encouraged to internationalize as 

part of the belt and road initiative and are receiving heavy subsidies in the pursuit of turning China 

into a technological powerhouse while being subject to the same institutional constraints as any other 
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Chinese company. Arguably, the effect of institutional support may be even larger for Chinese tech 

companies, as they are seen as vital components to the belt and road initiative, which is presumably 

not the case for every Chinese industry. Even though, it is difficult to measure institutional support 

and constraints as a variable toward internationalization, it is argued that the factor of institutional 

support is a greater factor for Chinese tech companies, than in the general model. Therefore, this 

paper suggests that the first proposition of the general model, is even more significant as a factor 

explaining internationalization of Chinese tech companies, while the second proposition will carry 

the same weight as in the general model.  

Proposition 4: Chinese firms internationalize due to the presence of foreign firms within the focal 

firm’s industry, in the home market.  

Based on the systematic literature review, this paper proposed that Chinese companies 

internationalize due to the presence of foreign firms on its home turf, whether or not the relationship 

between foreign and local firm is symbiotic, competitive, or cooperative. However, Chinese tech 

companies have been subject to heavy protectionist policies, as the Chinese government have blocked 

many of the most prominent foreign competitors from entering the Chinese market. This will logically 

post some implications on the fourth proposition of the general model. While the logic could be that, 

if Chinese companies internationalize due to the presence of foreign firms, they would refrain from 

internationalizing if the presence of foreign competitors is negligible, however, this paper does not 

see fit to make that proposition. While acknowledging its justification in the general model, it is 

argued that this proposition will carry relatively lesser weight in the model explaining 

internationalization of Chinese tech companies.  

Proposition 5: Chinese companies internationalize due to their lack of ownership advantages  

As portrayed earlier, much scholarly attention has been cast towards the apparent lack of firm-specific 

ownership advantages of Chinese companies. Classical IB theories explain the phenomenon of 

internationalization with firms possessing superior capabilities in some regard, enabling them to 

exploit them across borders. However, many scholars have argued that Chinese firms rather than 

exploiting superior capabilities internationally, are seeking to acquire these, which is why they 

internationalize. While Chinese companies, specifically tech companies, have for a long period been 

known as imitators with little to no innovation, that description is not accurate anymore. Chinese tech 

companies have become world leaders within some of the most crucial technologies such as artificial 
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intelligence and 5G. Along the same lines, China have become the leading nation in regard to 

published research papers in science and engineering, and the lead educator of STEM graduates. This 

have all been achieved by a heavy state-led support program through its Made in China 2025 plan. 

This holds implications for the fifth proposition of the general model, that states that Chinese 

companies internationalize due to a lack of ownership advantages. Literature clearly shows that 

Chinese tech companies indeed possess valuable ownership advantages, however, it can still not be 

ruled out that these companies lack certain specific advantages that would lead them to 

internationalize as a means to obtain these. Therefore, strategic asset-seeking may still be a motivator 

for Chinese companies to internationalize, however, as these companies do already possess some 

competitive advantages, it is argued that the strategic asset-seeking motive weigh relatively less in 

this context compared to the general model.   

Above, the strategic drivers of the intent to internationalize have been discussed in the context of 

Chinese tech companies, by jointly using the literature found on the Chinese tech industry and the 

findings of the systematic literature review. By the same method, this section will now discuss what 

follows the strategic intent to internationalize, namely location choices, and whether the general 

model is compatible to fit within the context of Chinese tech companies. Therefore, this section will 

discuss proposition 3,6,7, and 8.  

Proposition 3: Chinese companies internationalize into low institutional distance countries, because 

they possess certain location-specific advantages. 

Based on the systematic literature review, it was proposed that Chinese companies expand into 

countries with low institutional distance countries, as they are easier legitimized and have experience 

in navigating institutional complex systems. As described earlier, Chinese tech companies are 

particularly facing lots of obstacles, when seeking to enter more institutionally developed countries, 

i.e. the Western world, as they are often put on the spot as national security threats. This pulls in favor 

of the third proposition. Chinese tech companies are likely to internationalize into low institutional 

distance countries, as there will often be less barriers in the form of gaining legitimacy. Furthermore, 

this is supported by the institutional support of the Chinese government who encourages Chinese tech 

companies to expand along the belt and road initiative. As presented earlier, this primarily concern 

countries that are relatively more institutional similar to China, than countries of the Western world. 

Therefore, the argument is two-fold to why Chinese tech companies would internationalize into low 
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institutional distance countries; they are less likely to encounter institutional hardship, while also 

supporting the national development plan. As such, proposition three of the general model is deemed 

suitable in the context of Chinese tech companies.   

Proposition 6 and 8 follows the same logic. In the general model it is argued that Chinese companies 

internationalize into countries within close proximity, and that they perform better when expanding 

inter-regionally rather than intra-regionally. Institutionally similar countries are often found in the 

vicinity, and most neighboring, and Asian, countries are part of the belt and road initiative, implying 

that many geographically close countries are targeted by the Chinese government, encouraging tech 

companies to expand into those. The notion that firms that expand inter-regionally performs better, 

is likely to be similar for Chinese tech companies. The cost associated with institutional hardship and 

liability of foreignness is greater in, both geographically and institutionally, distant countries. 

Therefore, proposition 6 and 8 of the general model is also relevant in the context of Chinese tech 

companies. Proposition 7 regards a large Chinese migrant diaspora as a pull factor. This paper sees 

no instance in which this should not be factored for when concerning tech companies. A large migrant 

diaspora may help companies in overcoming liability of foreignness, and this paper finds no reason 

for that not being applicable to tech companies. As such, proposition 7 is also deemed compatible 

with Chinese tech companies.  

7.6 Theoretical framework 

Based on the general model of Chinese internationalization, and the discussion of characteristics of 

the Chinese tech industry, and its implications towards to general model, this paper will below 

propose a new model that takes into account the unique aspects of the Chinese tech industry.  

As illustrated in the discussion, most elements of the general model have been found justified to be 

included in the Chinese tech specific model. Whereas the propositions regarding location choices are 

found to be equally compatible for Chinese tech companies, the weightings of the proposed 

motivators differ from the general model. Although difficult to quantify, the sizes of the octagons, 

each representing a proposition, symbolizes the proposed weight of each motivator. As such, this 

paper argues that in the context of Chinese tech companies, the biggest push factor is institutional 

support, whereas the weightings of strategic asset-seeking and foreign competition have decreased, 

relative to the general model.  



Side 68 af 78 

 

Figure 6. Theoretical framework on the Internationalization process of Chinese tech companies 

 

 

 

 

 

 

 

 

 

 

7.6 Sub-conclusion 

 

In this section, this paper has sought to determine specific characteristics of the Chinese tech industry, 

and its possible implications on the general model that explains Chinese internationalization. This 

section has been deemed necessary, to further the research, as the systematic literature suggested a 

knowledge-gap regarding internationalization of Chinese tech companies. This section has found that 

although the Chinese tech industry indeed have some unique characteristics, most factors of the 

general model can shed light on internationalization in the context of Chinese tech companies. The 

Chinese tech industry is characterized by local protectionism, institutional support, governmental 

affiliation, and competitiveness in important sectors. This resulted in slight modifications to the 

general model. No new knowledge suggested modifications of the propositions regarding location 

choices. Therefore, it is assumed that Chinese tech companies, as well as Chinese companies in 

general, tend to internationalize into countries close to China, with low institutional distance, and a 

large population of Chinese migrants. Regarding motivations for internationalization, the unique 

characteristics of the Chinese tech industry have justified the assumption that strategic asset-seeking 
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and competitive disadvantages vis-à-vis foreign competitors as push factors carry relatively less 

weight in the specific tech-model than in the general model. On the contrary, the importance of 

Chinese tech companies in China’s national development plans to increase its global influence, 

justifies the assumption that Chinese tech companies, to an even larger degree than in the general 

model, are pushed to internationalize via institutional support. Regarding the research question of this 

paper, this section has developed a theoretical model that explains internationalization in the context 

of Chinese tech companies, in order to further our understanding of why these companies have not 

become truly global yet. While not lacking motives to internationalize, Chinese tech companies are 

facing speed bumps on their way to becoming truly global, as they are subject to institutional hardship 

that complicates the prospects of entering institutionally distant countries, meaning most of the 

Western world.   
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8. Discussion  

8.1 Discussion of Research 

 

8.1.1 Systematic literature review 

 

The systematic literature review in this paper is subject to a few limitations. The first limitation is the 

exclusive usage of highly ranked journals. Although ranking systems do offer guidance regarding 

which journals publish the most relevant and academically appraised papers, a publication in a high-

ranking journal does not necessarily equal a certain level of quality. The quality of papers within a 

journal varies, and, along the same lines, studies published in lower-ranked journals does not imply 

poor-quality studies (Saunders, Lewis, & Thornhill, 2016). Given the scope and formal length 

requirements of this dissertation, however, it was deemed necessary to make an appropriate decision 

on what journals to include in this review. Thus, this paper has sought to systematically review 

relevant papers solely from some of the highest ranked journals within the field but acknowledges 

that relevant and valuable research that could have shed light on the research question may have been 

published in other journals. Arguably, the search strategy of this paper’s systematic literature review 

did not locate any academic papers directly concerning Chinese tech companies. Perhaps, searching 

in different journals may have found more relevant papers towards this thesis’ research question.    

 

Denyer and Tranfield (2009) argued that a systematic literature review within management and 

organization is expected to search for relevant literature through a variety of sources in addition to 

peer-reviewed academic journals, including articles in non-peer-reviewed journals, books, databases, 

websites, conference papers, seminars, workshops, technical reports, discussion papers, and grey 

literature. Again, this paper’s systematic literature review only takes into account peer-reviewed 

studies from specific journals and is thus limited by the choice not to do a wider literature search.  

Another limitation of this specific review is the number of persons involved in carrying it out as there 

is only one author. Denyer and Tranfield (2009) stated that involving more reviewers may reduce the 

chance of errors, such as the incorrect inclusion or exclusion of papers or misinterpretations of the 

objectives or findings. The author of this paper has conducted every step of the literature review 

independently, from the process of inclusion and exclusion to the synthesis and report of the findings; 
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this means that there was a higher chance of committing errors that could have been mitigated by the 

involvement of more reviewers. The limitation of one author has been acknowledged since the 

beginning of the paper, which is why great importance was put on transparency in the review process 

to ensure its replicability and allow for its examination.  

Another limitation regards the process of inclusion and exclusion. Subjective bias is inevitable, and 

what one researcher reads and deems relevant another may regard as irrelevant. In the same way, the 

initial steps of the inclusion-exclusion process that involved first reading the paper’s title and 

subsequently, if deemed relevant by title, reading the abstract may have resulted in valuable papers 

being discarded. Even though a researcher should be able to assess the relevance of a study after 

reading its title and abstract, there is a chance that misinterpretations or misunderstanding occurred, 

resulting in an incorrect exclusion. If the relevancy assessment of a paper relies on the abstract, which 

is often limited to 100 words, valuable findings or concepts might have been omitted from the abstract. 

 

8.1.2 The theoretical approach 

 

Based on the paper by Whetten (1989), this paper has sought to adhere to the four key elements of a 

theoretical contribution; the what, the how, and the why, and the who, where, when. Whereas the 

who, where, when have been formulated as boundary conditions, and discussed in the subsequent 

section, the three remaining elements will now be discussed. The what, concerns factors that should 

logically be incorporated as part of an explanation of the topic of interest. This paper has presented 

propositions, and formally modelled these, based on the findings of the systematic literature review. 

These constitutes the what, as these, based on literature, are part of the explanation of 

internationalization in the context of Chinese tech companies. The how concerns how these factors 

are interrelated, and the why what underpinnings justifies the what and the how. Therefore, the how 

has also been presented on the back of the systematic literature review, as the different factors (the 

what) have been discussed in relation to each other. The why often include justifications of what’s 

and how’s that challenge accepted theory. This thesis has challenged the accepted theory of Chinese 

companies internationalizing due to competitive disadvantages vis-à-vis foreign competitors, with 

the rational of Chinese tech companies indeed possessing valuable competitive advantages. Therefore, 

following Whetten’s (1989), broad definition of what constitutes a theoretical framework, this paper 

argues that it should be seen as a valid theoretical contribution.  
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8.1.3 Boundary conditions 

 

This paper has created a theoretical contribution based on existing literature, regarding 

internationalization of Chinese companies in general, and specific to Chinese tech companies. This 

relatively narrow scope implies that the generalizability of the contribution is rather small. This thesis 

presented a number of boundary conditions, in form of the who, when and where of the research, that 

together sustains the extent to which the research is relevant. The boundary condition of who and 

where suggested that the theoretical contribution concerned the internationalization of large Chinese 

tech companies. Through the systematic literature review, no studies specific to Chinese tech 

companies were located, which meant that the boundary condition of tech firms was relaxed. This 

paved the way for a general model to be developed, explaining Chinese internationalization in general. 

As the general model was followed by supplementary gathered literature on characteristics of Chinese 

tech companies, this allowed the paper to re-establish the boundary condition, and generate a model 

limited to explaining internationalization in the context of Chinese tech companies. Although the 

differences of the general model and the tech-specific model are slight, it illustrated that relaxing the 

boundary condition had theoretical implications. The boundary conditions have thus established the 

premises of which this research shall be evaluated, namely as a tool to further understand the 

internationalization of Chinese tech companies.    

 

8.2 Guidance for future research 

 

The emergence of China as an economic powerhouse, has spiked the academic interest in 

understanding its implications for classical theories within international business. Using a theoretical 

approach, based on existing knowledge, this paper has sought to add to that growing body of literature. 

Particularly, this thesis has contributed to our understanding of internationalization of Chinese 

companies, in a number of ways that can pave the way for future research. First, the systematic 

literature review has located and portrayed the most relevant academic contributions of 

internationalization in the Chinese context and should be seen as a contribution itself. Secondly, the 

general model of Chinese internationalization enables scholar to test the claims empirically, and lastly, 

the Chinese tech-specific model has contributed to our understanding of this particularly important 

group of firms. The systematic literature review of this paper found that most published studies were 
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more general in nature, analyzing Chinese companies as a whole. This paper has discussed whether 

the findings of the systematic literature review are compatible with Chinese tech companies and found 

that slight modifications to more general theory is necessary to accommodate this type of company. 

This suggest that more research on individual Chinese industries would perhaps further advance our 

understanding of Chinese companies and internationalization. Regarding Chinese tech companies, it 

would be natural to call for more empirical research of what this paper considers one of the most 

important type of companies. Technology is increasingly shaping our everyday lives and 

understanding the companies behind will be very beneficial to society.  

The gap in literature as portrayed by this paper, calls for more empirical research to be conducted. 

Empirical studies of Chinese tech companies could be carried out either qualitatively or quantitatively, 

and further our knowledge and understanding of what drives these companies. Furthermore, based on 

the theoretical framework of this paper, an empirical investigation into measuring the variable of 

institutional support as a factor of internationalization could be of great interest.   
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9. Conclusion  

This thesis has sought to contribute to the growing academic body of research on internationalization 

of Chinese companies, by researching the following research question: 

 

- Why have large Chinese tech companies not yet become truly global companies? 

 

As this paper was looking for particular explanations towards this research question, the research 

process took its starting point in preexisting literature. A systematic literature was conducted, locating 

and outlining relevant academic contributions that would enhance our understanding of 

internationalization in the Chinese context. Based on the review, this paper proposed a general model 

that simplistically explains the general patterns of motivations, and location choices, observed in 

Chinese internationalization. The elements of the general model include four key motivators for 

Chinese internationalization: institutional support, institutional constraints, strategic asset-seeking, 

and competitive disadvantages. The locational perspective of the general model suggests that Chinese 

companies tend to internationalize into inter-regional countries with low institutional distance and 

large Chinese migrant diaspora. However, the systematic literature review did not find a clear 

connection between the outlined literature and the research question, suggesting a gap in the literature. 

This gap was bridged by the introduction of supplementary literature, specifically on characteristics 

of the Chinese tech industry. This laid the foundation for a discussion on the applicability of the 

general model, towards explaining the specific phenomenon of internationalization in the context of 

Chinese tech firms. The discussion of these characteristics in relation to the proposed propositions 

led to slight modifications to the general model. These modifications include that internationalization 

of Chinese tech companies is more, relative to the general model, driven by institutional support, but 

less by strategic asset-seeking, and the degree of foreign competition. Regarding location choices, 

the general model was found to sufficiently explain the locational considerations of Chinese tech 

companies. Therefore, the second model suggest that Chinese tech companies internationalize, 

primarily, due to institutional support, and into proximate countries with low institutional distance. 

As such, the model provides an explanation to the research question of why large Chinese tech 

companies have not become global yet. Chinese tech companies are indeed institutionally pushed to 

internationalize; however, institutions are equally found to be speed bumps on these companies’ road 

to becoming global companies.   
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