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Abstract

An appreciable number of Chinese firms have successfully expanded their businesses into
foreign economics although they have limited resources. Advocating that home country
government supports can mitigate firms’resource-disadvantages in international expansions, we
attempted to investigate whether and how the Chinese government’s support enables Chinese
firms to compete in foreign markets. Based heavily on the knowledge-based theory of the firm
and the resource-based theory of the firm, we developed a model that explain and predicts the
effects of home-country government-supports on superior financial performance. The model
was empirically tested using a accounting dataset regarding Chinese firms’323 international
expansion events from 2008 to 2015. Empirical evidence presents that the Chinese
government’s support has a positive effect on Chinese firms’international success and that
these firms’ marketing, technological, and managerial resources positively moderate the effect
of the government support on the firms’ international success. Nonetheless, because we
employed an event-study method, the limitations of the method can be applied to the current
research. In addition, because of the empirical context, the results of the research might lack
generalizability. We, however, provided an understanding how firms from emerging countries
can succeed in international expansions specifically when they have lack of resources for
international competition.
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Table 1. Classification for International Expansion Events by Host Countries

%2

o,

Destination Nuréft?; El Destination Nurg:t(:; el Destination Nuréft?; El
Guinea 2 Namibia 1 Nigeria 2
South Africa 6 Norway 1 New Zealand 3
Nicaragua 1 Denmark 1 Germany 36
Laos, PDR 2 Russia 11 Romania 1
Libya 2 Malaysia 1 Mexico 4
Morocco 1 Mauritius 1 Mozambique 1
Mongolia 3 United States 62 Myanmar 2
Venezuela 2 Vietnam 6 Belgium 1
Bosnia and Herzegovina 1 Brazil 9 Brunei 1
Saudi Arabia 4 Serbia 1 France 6
Sri Lanka 1 Sweden 1 Switzerland 2
Spain 4 Sierra Leone 1 Singapore 10
United Arab Emirates 2 Argentina 1 Azerbaijan 2
Afghanistan 1 Algeria 3 Ecuador 1
Ethiopia 1 United Kingdom 9 Yemen 1
Austria 2 Uganda 2 Uzbekistan 2
Iran 1 Israel 7 Egypt 3
Italy 8 India 7 Indonesia 1"
Japan 5 Zambia 1 Equgtorlal 1
Guinea
Djibouti 1 Czech Republic 1 Chile 1
Cameroon 3 Kazakhstan 4 Cambodia 4
Canada 27 Republhc .Of Cote 1 Congo 4
d'lvoire
Kuwait 2 Kyrgyzstan 1 Tanzania 3
Thailand 6 Turkey 3 Pakistan 5
Peru 4 Poland 2 Other 1
Philippines 1 South Korea 12
Australia 32 Hungary 2 Total 388
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Table 2. Sample Firms’ Characteristics

A, §x19] 617, ozelzix|] 2771, 240}
Yetxjel 2071, dulAle] 97 5, & 388710]
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(Table 2) ¢} Zt},
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o =Ash Aaks 7190e] o
Z7hgm Zsialt ol sle] A%

Categories N Percentage (%)
Manufacturing 135 4.7
Mining 67 20.7
Transportation 48 14.8
Industry Energy 33 10.2
Information Communication Tehcnology 25 7.7
Agriculture 9 27
Other 6 1.9
Less than 1,000,000,000 69 21.3
1,000,000,000 ~ 10,000,000,000 39 121
TOta'YRe"e”“e 10,000,000,000 ~ 50,000,000,000 53 164
(Yuen) 50,000,000,000 ~100,000,000,000 106 328
100,000,000,000 ~ 200,000,000,000 47 14.6
More than 200,000,000,000 9 2.8
Less than 100,000,000 32 9.9
. 100,000,000 ~ 4,000,000,000 85 26.3
Revenue from Foreign 4,000,000,000 ~ 10,000,000,000 102 316
Markets (Yuen)
10,000,000,000 ~ 50,000,000,000 64 19.8
More than 50,000,000,000 40 124
Less than 10 77 238
10 ~ 30 201 62.2
Firm Age 30 ~ 50 17 5.3
50 ~ 70 26 8.0
More than 70 2 0.6
Less than 1,000 35 10.8
Numver of Employees 1,000 ~ 5,000 % 29.4
5,000 ~ 10,000 87 26.9
More than 10,000 106 3238
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Table 3. Operational Definitions of Variables

Variables Initials

Operational Definitions

Home-Country

Government HCS  Whether the firm is supported from the Chinese government or not

Support
Internationalization W 77 A rate of increase in the firm's total revenues after an international

Performance expansion
Marketing AD The ratio of the firm’s outlay for advertisement in total revenue at the year
Resources of an international expansion

Technological RD The ratio of the firm's R&D expenditure in total revenue at the year of an
Resources international expansion

Organizational RE The ratio of the firm's capital surplus in total revenue at the year of an

Slack international expansion

Managerial

Log(the total months of the CEO’s international business experiences at

Resources EXP the year of an international expansion)
Firm Size FS Log(the firm’s total revenues at the year of an international expansion)
Firm Age FA Log(the firm's age at the year of an international expansion)
Host-Country NP Log(host-country population at the year of the firm's international
Population expansion)

GDP per Capita GDP_PC )
expansion)

Log(host-country GDP per capita at the year of the firm's international

GDP Growth Rate GDP_GR .
—~  expansion

Host-country GDP growth rate at the year of the firm's international

Geographical
Distance

GD  The distance between geographic centers of countries

th(Singh, 1986).
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Table 4. Descriptive Statistics

Variables N Minimum Maximum Mean Std. Dev.

HCS 388 0 1 590 492

Jw zz 388 -298 5.337 328 570

AD 388 .000 104 012 017

RD 388 .000 192 .016 .023

RE 388 -1.737 1.709 203 .307

EXP 388 0 5.817 1.821 1.984

NP 388 12.948 20.960 17.823 1.405

GDP PC 388 5.230 11.542 9.757 1.495

GDP GR 388 -.078 .343 .0313 .0370

FS 388 15.649 28.688 22.904 2235

FA 388 1.609 6.995 5.262 658

GD 388 6.863 9.865 8.898 583

2. 7M. A of Relshe 71450 A et o =
= Aom LERT

T A= oo et F=71¢] 2 Apo s 3 SR, 2dWss, 11
59| SAIE ik ZolE At f18l (el il SASE Yol A= A eR
AHGEA 7P AR A S5 of TEAste] R = 1 o A C KU ) [P
ARADS WL 7|0l ARAUL WA ok 7]9) et Bl 57184 A3} R20] 143
G F OFoR TR SRS T-AY  oR el maeis YRAHARs
o Selgith, T AT (Table 5)9F 2tk F/bHoR RQEE A R2o| 220084
wAANES B, ARAEE e 71 A 007 F7rskelom ofHeh R2 S7he 2
Tt} GRS W] ok 719 e Hat el Ao YERITHF=37.995, p(.001). L
Apoli= KA SAA R [-oJu|gh Zol7) = @3olA= 719 AFEE SRR BelRh 4
WEHPL.05). 5, S=7d5te] sAlel A g = i} R20] 235841 0154HT 571813l om o

Table 5. Results of an Independent Sample T-Test

Std. Std.
Group N Mean Dev. Error t-Value
Firms suppc(>3rted from the Chinese 230 581 912 060
Internationalization overnmen 8195+
Performance ; ; ’
Firms not supported from the Chinese 158 030 376 030

Government

Note: ~ indicates significance level at 1%.
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Table 6. Model Estimates
Model 1 Model 2 Model 3
282+
HCS (6.164)
138+ -124%
FS (-2.908) (-2.726)
NP .065 071 .056
(1.390) (1.584) (1.253)
-012 .030 -.005
GDP_PC (-.245) (.650) (-.108)
.010 -.005 015
GDP_GR (-208) (-120) (-323)
cD .010 .051 .057
(.204) (1.127) (1.260)
R 143 220 235
F-Value 64.283*** 54.219*** 39.227**
Notes: 1. () denotes the T-value
2. ™ indicates significance level at 1%.
Table 7. An Analysis of Moderating Effects
Model 1 Model 2 Model 3 Model 4 Model 5
Constant 2.959*** 2.302+** 2.367*** 3.709*** 4.898"**
(6.872) (7.925) (7.926) (7.553) (8.784)
FA -.303*** -.308*** -.293*** -.296*** -.326***
(-6.657) (-7.199) (-7.095) (-6.741) (-7.742)
FS - 124+ -.016 -.032 - 137+ -281%**
(-2.726) (-.364) (-.776) (-3.14) (-5.040)
HCS 276 233 234 .253*+* 218
(6.068) (5.494) (5.662) (5.843) (4.894)
277
AD (5.916)
79
AD > HCS (4.063)
261%**
RD (5.713)
252+
RD x HCS (5.719)
_.499***
RE (-7.365)
=342+
RE x HCS (5.014)
204+
EXP (5.642)
224
EXP x HCS (5.303)
R’ 235 .344 .391 312 322
F-Value 39.227 36.827 49.506 29.260 31.544

Notes: 1. () denotes the t-value

2. ™ indicates significance level at 1%.
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