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Abstract
Our study reveals the financial performance implications of the speed at which

Chinese multinational enterprises (CMNEs) expand into intra-regional versus

inter-regional host countries. In doing so, we propose a framework that
integrates internationalization speed and home regionalization literatures.

Using data from 767 publicly listed CMNEs from the years 2002 to 2014, we

discover that the faster the intra-regional internationalization, the better the
firm’s financial performance, whereas faster inter-regional internationalization

demonstrates a poorer financial performance. We also find that fast-mover

CMNEs’ technological and marketing resources are valuable in intra-regional

host countries, but vulnerable in inter-regional host countries. We discuss the
implications of these findings for studies of the Uppsala internationalization

process model and regional MNEs.
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INTRODUCTION
How does a multinational enterprise’s (MNE) internationalization
speed affect its financial performance? By internationalization
speed, following Vermeulen and Barkema (2002), we mean the
average pace at which the MNE builds a network of foreign
subsidiaries across host countries after establishing its first foreign
subsidiary. As boundedly rational actors (Cyert & March, 1963),
MNEs may have to slow down internationalization speed in order
to better understand and organizationally adjust to new foreign
markets (Penrose, 1959; Vermeulen & Barkema, 2002). This is
particularly evident when they enter host countries where they are
less familiar (Johanson & Vahlne, 1977). Yet, some MNEs interna-
tionalize more rapidly than suggested above. This is especially true
for Chinese MNEs (CMNEs), as evidenced by the fact that Chinese
firms have climbed up fast on the Fortune Global 500 list over the
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past two decades or so.1 CMNEs are rising as
powerful giants at a surprisingly fast pace and
showing no sign of slowing down, even when they
arguably have fewer firm-specific advantages (FSAs)
than developed-market MNEs (DMNEs). This appar-
ent anomaly has recently been identified as one of
the ‘‘big questions’’ for international business (IB)
research (Buckley, Doh, & Benischke, 2017). Yet, it
is remarkable how little research exists on the
financial performance implications of the rise of
CMNEs through their increasingly fast internation-
alization and the distinctiveness of their FSAs.

To provide some insights, we draw upon the
home regionalization literature (Rugman & Ver-
beke, 2004), which highlights the prominent role
of geographic space in shaping firms’ operations
and outputs. The core argument presented here is
that when it comes to financial performance,
geographic space is a contextual complement to
internationalization speed. Using a set of CMNEs,
we test the idea that the effects of international-
ization speed on financial performance will
depend, in part, on where the foreign investments
occur: home and host regions. To determine home
and host regions, we use continent-based regional
grouping of countries based on geographic prox-
imity, because this grouping has several advan-
tages, including fixed boundaries (Flores, Aguilera,
Mahdian, & Vaaler, 2013) and managerial rele-
vance (Ghemawat, 2007; Rugman & Verbeke,
2007). For China, the home region is composed of
a geographically proximate, continent-based group
of countries throughout East and South Asia as well
as Southeast Asia.2 We call these proximate and
related regional neighbors intra-regional host coun-
tries. By contrast, we consider host regions to be
those that include all non-Asian countries in North
America, Western Europe, Central and Eastern
Europe, Latin America and the Caribbean, Africa
and the Middle East, and Oceania. Countries in
host regions are classified as inter-regional host
countries.

Specifically, we predict that fast-mover CMNEs,
compared to slower-movers, are substantially more
profitable when expanding into intra-regional host
countries, but are less profitable when expanding
into inter-regional host countries. That is, faster is
not always better. Our rationale is that fast-mover
CMNEs may find it not only less costly to operate
but also much easier to exploit existing FSAs in
intra-regional host countries. In contrast, fast-
mover CMNEs may find that distance-induced costs
stymie their ability to realize FSAs in inter-regional

host countries. Our results show that considering
regional spatial heterogeneity clarifies the interna-
tionalization speed-to-performance relationship.

Furthermore, we link our theorizing about the fit
between the internationalization speed and its
environmental context to the notion of home
region-bound FSAs. As Rugman (2005) claims, this
notion signifies the paradox of FSA vulnerability.
On the one hand, an MNE’s FSAs, which are
presumed to be home region-bound and path-
dependent, can be a strategic asset in the home
region. On the other hand, the same FSAs can
become a liability in host regions, where they
quickly lose relevance and sustainability. This is
due to the lingering legacy of the MNE’s home
region-bound administrative heritage, defined as its
existing organizational attributes such as the con-
figuration of FSAs and organizational routines and
capacities, built up over a long period of time in the
home region (cf. Bartlett & Ghoshal, 1989). Specif-
ically, we posit that technological and marketing
resources possessed by fast-mover CMNEs improve
financial performance in intra-regional host coun-
tries but hurt financial performance in inter-re-
gional host countries. A test using 767 CMNEs,
publicly listed on the Shanghai and Shenzhen stock
exchanges over the period 2002–2014, generally
supports our hypotheses.

Our study makes two important contributions to
the scholarly literature. First, we contribute to the
internationalization speed literature by drawing
insights from the home regionalization literature.
These two streams of scholarship have evolved
almost independently from each other, but we
integrate them to provide novel insights into how
the internationalization speed dilemma can be
resolved. As noted, we find that the impact of
internationalization speed on firm performance
varies remarkably across entry into different geo-
graphic regions. Second, our study not only takes a
small step toward ‘‘a general theory of the [MNE] in
space’’ (Casson, 1987: 1) but also contributes to the
theory of the regional MNE by revealing the home
region boundedness of fast-mover CMNEs’ core
FSAs. We show evidence that CMNEs’ technologi-
cal and marketing resources can improve financial
performance when quickly deployed into intra-
regional host countries but can hurt financial
performance when quickly deployed into inter-
regional host countries. These results challenge
conventional mainstream internalization theory of
the MNE (Buckley & Casson, 1976) that overstates
the global transferability of MNEs’ technological
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and marketing FSAs that are assumed to have
characteristics of global public goods.

THEORETICAL BACKGROUND

The Internationalization Speed Dilemma: Fast-
Mover Advantages and Disadvantages
The literature on speed focuses upon the notion of
being fast to market. Fast-mover advantages are
defined as the ability of the firm to be better off
than its competitor as a result of being fast to
market. Over past decades, some practitioners have
touted speed as ‘‘the single most critical factor for
success across all markets’’ (Vesey, 1991: 23) and
‘‘the next source of competitive advantage’’ (Stalk,
1988: 41). Strategy scholars have argued that fast-
mover status confers an impressive array of posi-
tional advantages, such as early cash flow, market
share, visibility, and legitimacy (e.g., Hawk,
Pacheco-de-Almeida, & Yeung, 2013; Schoonho-
ven, Eisenhardt, & Lyman, 1990). The conceptual
appeal of fast-mover advantages is also evident in
the IB literature. IB scholars argue that the benefits
of being a fast-mover generally outweigh the costs
and risks that have fallen in recent years for all
internationalizing firms (Chetty, Johanson, & Mar-
tı́n, 2014; Guillén & Garcı́a-Canal, 2010; Rama-
murti & Hillemann, 2018). For example, Guillén
and Garcı́a-Canal (2010: 122) note that ‘‘[i]n a fast-
paced international economy, the risks of falling
behind or failing by waiting too long to break out
of the home market exceed the hazards inherent in
any process of globalization.’’

In contrast, the high regard for the thesis that
speed benefits performance has long been chal-
lenged and resisted (Dierickx & Cool, 1989; Pen-
rose, 1959; Scherer, 1967). Led by boundedly
rational managers (Cyert & March, 1963; Johanson
& Vahlne, 1977), firms that rush the internation-
alization process may face time compression disec-
onomies (Jiang, Beamish, & Makino, 2014;
Vermeulen & Barkema, 2002), the notion that
shortening the time of organizational learning
causes inefficiencies, which in turn decrease firm
performance (Dierickx & Cool, 1989). There are
clearly other problems from fast internationaliza-
tion. Picking up the pace of the internationaliza-
tion process can lead to dynamic adjustment costs
(Penrose, 1959). This is because fast-mover MNEs
are constrained in their ability to quickly adjust
their managerial resources to cope with increased
organizational complexity. What is more is that

MNEs that rapidly establish foreign subsidiaries
may commit many errors because their understand-
ing of host environments may be superficial (Mo-
rales-Raya & Bansal, 2015). Thus, the alternative
thesis is that slower internationalization may lead
to better performance.

Taken together, these two logics paint a messy
picture as to how internationalization speed affects
MNE performance, thereby resulting in the inter-
nationalization speed dilemma. In fact, prior
research (e.g., Chang & Rhee, 2011; Garcı́a-Garcı́a,
Garcı́a-Canal, & Guillén, 2017; Vermeulen &
Barkema, 2002; Yang, Lu, & Jiang, 2017) has
implicitly assumed the homogeneity of the foreign
locations that an MNE enters either rapidly or
slowly, without much consideration to how the
benefit–cost analysis is affected by the ‘‘contextual
characteristics of the [host] environment’’ (Buckley
et al., 2017: 1053). Studies taking the home
regionalization perspective have shown that this
contextual homogeneity assumption and its result-
ing one-size-fits-all approach are unwarranted (e.g.,
Patel, Criaco, & Naldi, 2018; Qian, Khoury, Peng, &
Qian, 2010). More relatedly, the Uppsala model is
widely believed to suggest that an MNE’s interna-
tionalization follow a slow, gradual process; how-
ever, Johanson and Vahlne indeed highlight the
contingent nature of the internationalization pro-
cess (Figueira-de-Lemos, Johanson, & Vahlne, 2011;
Johanson, & Vahlne, 2009). In other words, the
MNE is willing and able to adapt its international-
ization speed to the host country conditions.3

Moreover, Vahlne and Johanson (2017) subscribe
to Rugman and Verbeke’s (2004) home regionaliza-
tion perspective. Hence, we next use a home
regionalization perspective to theorize the foreign
location aspect of MNE activity.

Geographic Space: Home and Host Regions
In recent years, IB scholars have increasingly been
concerned with how and why geographic regions
matter, especially when it comes to understanding
the regional strategies of MNEs (e.g., Buckley &
Ghauri, 2004; Ghemawat, 2007; Kim & Aguilera,
2015; Rugman & Verbeke, 2004). Notably, Ghe-
mawat (2007) suggests that MNEs have shifted
attention away from country-by-country adapta-
tion and moved it towards a regional basis for
geographic aggregation. In fact, the global econ-
omy is largely driven by economic and political
forces that promote greater regional economic
integration (Buckley & Ghauri, 2004). Hence, MNEs
may find it more beneficial to integrate their
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foreign subsidiaries at the regional level. Echoing
this view, Arregle, Miller, Hitt, and Beamish (2013)
use regions as the basic units of geography and
argue that MNEs are able to develop and exploit
region-bound FSAs and organizational learning,
which by and large are tied to a specific region.

The concept of region, as used here, is defined as
‘‘a grouping of countries that are relatively similar
to each other and relatively dissimilar to countries
in other regions’’ (Verbeke & Asmussen, 2016:
1054, italics in original). However, this concept
can be defined along various criteria – for example,
in terms of geographic proximity (Arregle et al.,
2013), cultural proximity (Ronen & Shenkar, 1985),
and institutional development (Hoskisson, Eden,
Lau, & Wright, 2000). As noted earlier, our study
joins and extends the home regionalization per-
spective (Rugman & Verbeke, 2004), and hence uses
the regional grouping of countries based on geo-
graphic proximity. In particular, we dichotomously
distinguish between home and host regions.
Mudambi, Li, Ma, Makino, Qian, and Boschma
(2018) refer to the use of such a home–host region
dichotomy as a zoom-out approach, which is
indeed instrumental in advancing existing theories
of the MNE such as the Uppsala model (Vahlne &
Johanson, 2017).

More importantly, such a grouping scheme has
been widely used in the home regionalization
literature (e.g., Banalieva & Dhanaraj, 2013; Goer-
zen & Asmussen, 2007; Kim & Aguilera, 2015; Patel
et al., 2018; Qian et al., 2010), and further, has
better international corporate strategy and perfor-
mance implications for the vast majority of MNEs
than other grouping schemes noted above (Rug-
man & Verbeke, 2007). The vast majority of MNEs,
including CMNEs (Buckley et al., 2007; Child &
Rodrigues, 2005), are not global but regional (Rug-
man & Verbeke, 2004). As geographic regions are
far from homogenous and the geographic reach of
the MNE’s FSAs may be limited to its home region,
the costs and benefits associated with internation-
alization differ between home and host regions
(Goerzen & Asmussen, 2007; Patel et al., 2018; Qian
et al., 2010; Rugman & Verbeke, 2004). Hence, the
home regionalization perspective offers a fertile
contextual ground for theorizing about the bound-
ary conditions under which internationalization
speed contributes, either positively or negatively, to
financial performance. With these two distinct
regions as the primary geographic unit of analysis,
we next hypothesize how the financial perfor-
mance implications of internationalization speed

depend upon where CMNEs internationalize and
then investigate the moderating effects of techno-
logical and marketing resources that constitute two
specific parts of their FSAs.

HYPOTHESES

The Speed of Intra-regional Versus Inter-regional
Internationalization
If there are spatial contexts under which fast-mover
advantages can outweigh fast-mover disadvantages,
the home region (in our case, Asia) is clearly one of
them because of geographic proximity and because
of cultural, economic, and/or institutional similar-
ities among intra-regional host countries. From this
perspective, we begin by predicting that a faster
speed of intra-regional foreign expansion by a
CMNE leads to higher financial performance
because its benefits are likely to outweigh its costs.

On the cost side of the cost–benefit equation, we
expect that the total costs of faster intra-regional
internationalization are likely to increase, but at a
diminishing rate by country. MNEs may be able to
establish foreign subsidiaries in intra-regional host
countries rapidly, since their home region is intu-
itively viewed as ‘‘the easiest region into which to
make an expansion’’ (Delios & Beamish, 2005: 33).
This view fits comfortably with ‘‘a model of rational
internationalization’’ (Johanson & Vahlne, 2009:
1413), given that MNEs can expect more similari-
ties than differences among countries within a
home region (Ghemawat, 2007) – for example, in
terms of business practices (Hastings, 1999) and
customer preferences (Jones, Kanno, & Egawa,
2013).

In light of this, Johanson and Vahlne (1977: 29)
point out that ‘‘[a lack of experiential knowledge] is
an important reason why the internationalization
process often proceeds slowly.’’ At the same time,
however, they acknowledge that if the firm pursu-
ing internationalization ‘‘has much experience
from other markets with similar conditions’’
(1977: 30–31), its experiential learning advantages
– ones that stem from accumulated experience and
existing knowledge within the home region in our
study – will likely enable the MNE to ‘‘speed up this
process.’’ This description implies that because of
the small distance between the home country and
the rest of the home region, the fast-mover MNE
may readily overcome the liability of intra-regional
foreignness, or at least significantly reduce the costs
of doing business intra-regionally (Rugman &
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Verbeke, 2007). It follows that the same MNE will
likely encounter fewer problems of time compres-
sion diseconomies. It is, of course, inevitable that as
fast-mover CMNEs establish more foreign sub-
sidiaries in intra-regional host countries within
short periods of time, their coordination costs will
rise. However, given the similarities within the
home region, it seems likely that these same firms
will become increasingly adept at coordinating the
complexity of their subsidiaries and hence, for
every additional subsidiary, the marginal costs of
coordination will decrease (Patel et al., 2018; Qian
et al., 2010).

On the benefit side of the cost–benefit equation,
we maintain that compared to slow-mover ones,
fast-mover CMNEs are better positioned to leverage
their home region-based FSAs to achieve superior
financial performance (Chetty et al., 2014; Rui &
Yip, 2008). The substantial benefits enjoyed by
faster-mover CMNEs are expected to stem from
what Kim and Aguilera (2015) call ‘‘intra-regional
exploitation,’’ by which they modify and adapt
their existing FSAs for the home region. Specifi-
cally, Kim and Aguilera argue that intra-regional
internationalization is geared toward exploitation
rather than exploration. As March (1991) notes, the
essence of exploitation is to refine and extend
existing knowledge and the returns from such
exploitation are positive, proximate, and pre-
dictable. More importantly, it is the considerable
overlap in the knowledge base between MNEs’
existing internal knowledge and the external
knowledge that is required to adapt to intra-
regional host countries that is likely to enhance
the benefits from the exploitation of home region-
based FSAs. In addition, for every additional sub-
sidiary, performance is further enhanced through
the repeated use of the exploitation routines.

Of course, intra-regional host countries are not a
large, homogeneous group.4 It is important to
recognize the existence of sub-regions, defined as
‘‘groups of countries within a region that have
much more in common with one another than
with other countries in the region’’ (Osegowitsch &
Sammartino, 2008: 191). In Asia, which is CMNEs’
region of origin, cultural sub-regions can exist so
that some intra-regional host countries are more
culturally similar to one another than others (Ro-
nen & Shenkar, 1985). Here, the existence of ethnic
networks in intra-regional host countries matters a
great deal (Estrin, Meyer, & Pelletier, 2018), espe-
cially for CMNEs (Buckley et al., 2007). This may be
why Hong Kong, Macao, Taiwan, Indonesia,

Thailand, Malaysia, and Singapore are the major
foreign direct investment (FDI) destination coun-
tries for CMNEs, where Chinese migrants have
emerged as the principal economic players (Buckley
et al., 2007; Child & Rodrigues, 2005). As there are
more similarities among these seven Asian coun-
tries based on Chinese ethnicity, CMNEs become
insiders in their ethnically based foreign networks
and, therefore, benefit from proximity advantages
(Johanson & Vahlne, 2009).

Although CMNEs tend to highly concentrate
their intra-regional international activities in these
seven countries, some also venture into culturally
less similar intra-regional host countries (Buckley
et al., 2007). However, intra-regional psychic dis-
tance is decreasing in Asia, as intra-regional trade
and integration grow rapidly between Asian coun-
tries (Ghemawat, 2007). McKinsey Global Institute
(2019: 18) reports that considering the increasing
trend toward home regionalization within the
Asian region, firms in all industries ‘‘[p]rioritize
speed to market and proximity to customers….
Speed to market enables faster responses to what
customers want and less product waste from fore-
casting errors.’’5 In fact, home-region similarities
and intra-regional proximities may enable fast-
mover CMNEs to have more rapid knowledge
absorption and exploitation, which would, in turn,
boost performance more quickly. By contrast, slow-
paced intra-regional internationalization, with
fewer foreign subsidiaries in intra-regional host
countries over a longer period of time, may
decrease experiential learning (Yang et al., 2017).
As a result, slow-mover CMNEs are likely to have
positional disadvantages in Asia, since they fail to
speed the exploitation of home region-specific FSAs
before market opportunities disappear.

The above discussion leads us to propose the
following hypothesis:

Hypothesis 1a: A faster speed of internation-
alization into intra-regional host countries by
CMNEs increases financial performance.

From a home regionalization perspective, it is
tempting to think of inter-regional international-
ization as unwise geographic overstretching (Ver-
beke & Asmussen, 2016), too risky a strategy for
CMNEs that generally lack international experience
(Estrin et al., 2018). Notably, however, Ghemawat
(2007: 35) argues, somewhat counterintuitively,
that ‘‘distance isn’t always bad,’’ touting the bene-
fits of setting up foreign subsidiaries outside the
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home region. Referring to the regional portfolio
strategy, Ghemawat contends that MNEs focusing
too much on their home region may run out of
room to grow and may find it necessary to pursue
inter-regional expansion. Delios and Beamish
(2005) document that Japanese MNEs with a host
region-oriented strategy, inter-regional in our ter-
minology, outperform their counterparts with a
home region-oriented strategy.

Against this backdrop, CMNEs choose to enter
inter-regional host countries. Furthermore, it has
been observed that largely due to their tendency to
‘‘focus on speed and growth (a revenue mindset)’’
(Whitler, 2019: 78), some CMNEs venture swiftly
beyond the confines of their home region into
inter-regional host countries (Ramamurti & Hille-
mann, 2018). They may have to speed up the inter-
regional internationalization process to catch up
with earlier moving competitors, especially DMNEs
(Guillén & Garcı́a-Canal, 2009). However, we argue
below that faster inter-regional internationalization
of CMNEs, albeit purposeful, diminishes their
financial performance.

With regard to costs, rapidly establishing foreign
subsidiaries in inter-regional host countries may
incur substantial distance costs. As Verbeke and
Asmussen (2016) note, inter-regional distance rep-
resents a quantum leap when compared to intra-
regional distance. On the entry market side, the
MNE incurs significant adjustment costs arising
from engaging in business in inter-regional host
countries, as home and host regions differ in
important ways – for example, in terms of national
cultures, business practices, and customer tastes
(Ghemawat, 2007; Rugman & Verbeke, 2007). On
the organizational side, an MNE will likely find it
more difficult and expensive to acquire full and
accurate information about subsidiaries’ operations
when these subsidiaries are located far from its
home country (Hennart, 2007). In addition, Hitt,
Hoskisson and Kim (1997) and Qian et al. (2010)
have suggested that as the MNE sets up its foreign
subsidiaries in inter-regional host countries, the
coordination costs of these widely dispersed sub-
sidiaries increase significantly. Our study goes
beyond these studies by contending that compared
to a slow-mover, a fast-mover CMNE’s coordination
costs grow due to time constraints in governing and
integrating its foreign subsidiaries. Accordingly, the
total costs of faster speed of inter-regional expan-
sion are likely to rise at an increasing rate.

On the other side of the cost–benefit equation,
the benefits of internationalization speed may be at

best marginal, and at worst leveling off, at least in
the short run, when CMNEs expand quickly into
inter-regional host countries. As we argued in
developing Hypothesis 1a, while the exploitation
of homegrown FSAs is critical to a CMNE’s perfor-
mance, inter-regional distance may impede its
ability to automatically or easily translate these
advantages into inter-regional host countries. Addi-
tionally, rearranging their existing FSAs often
involve organizational unlearning or forgetting
(Bettis & Prahalad, 1995), given that so many
MNEs sometimes find it necessary to reshape
products that are developed at home and start with
a zero-based assessment of customer needs due to
substantial differences across countries outside the
home region (Immelt, Govindarajan, & Trimble,
2009).

Of course, when rapidly expanding into emerg-
ing-market inter-regional host countries, such as
those in Eastern Europe and Latin America, CMNEs
may expect ‘‘more similarities than differences in
terms of resource conditions, the approaches to
doing business, and their understanding of envi-
ronmental conditions’’ (Hitt, Li, & Worthington,
2005: 369–370). In a sense, they possess non-
traditional FSAs such as know-how to compete in
emerging markets where institutional environ-
ments are weak and market volatility and political
instability are hazardous (Cuervo-Cazurra & Genc,
2008; Guillén & Garcı́a-Canal, 2009). Because of
such advantages, some CMNEs may pursue fast
inter-regional expansion into emerging markets.
However, as these same CMNEs face market com-
petition, they may not only run into trouble due to
distance costs but also increase their speed costs
associated with time compression diseconomies.
These combined costs may increase much faster
than any anticipated benefits when CMNEs accel-
erate their expansion into emerging-market inter-
regional host countries (Johanson & Vahlne,
1977, 2009), especially given that they still have
to engage in costly and time-consuming ‘‘inter-
regional exploration,’’ which refers to the pursuit of
‘‘new possibilities and learning of distant knowl-
edge in order to build the necessary capabilities to
operate in a new region’’ (Kim & Aguilera, 2015:
118). In a sense, inter-regional exploration repre-
sents ‘‘long jumps in time and space from the
company’s knowledge base’’ in the sense that a
knowledge gap exists between its current knowl-
edge base and the new knowledge needed to
compete in inter-regional host countries (Barkema
& Drogendijk, 2007: 1136; Cohen & Levinthal,
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1990). In such a case, fast internationalization may
neither be efficient nor profitable.

We next argue that CMNEs may face many chal-
lenges when venturing into developed-market inter-
regional host countries such as North America and
Western Europe in order to transfer new FSAs
acquired in these developed markets back to the
home country (Cuervo-Cazurra, Newburry, & Park,
2016; Luo & Tung, 2018; Meyer, 2005). Clearly, their
fast internationalization into developed-market
inter-regional countries is not just about exploratory
learning, but also about strategic asset-seeking (Luo &
Tung, 2007; Ramamurti & Hillemann, 2018). In other
words, they purport to augment their inferior home-
grown FSAs, move up the value chain (from manu-
facturing to R&D and branding), and enhance their
long-term competitive advantage by acquiring and
absorbing strategic resources such as sophisticated
technology and brands (Buckley et al., 2007; Child &
Rodrigues, 2005; Deng, 2007). As argued by Madhok
and Keyhani (2012), however, CMNEs may suffer
from the liability of emergingness, that is, the extra
costs incurred by emerging-market MNEs (EMNEs)
that expand into developed markets. Indeed, CMNEs
are very likely to face strong competition from local
firms with better FSAs and be subject to expensive
entry costs (Kim, Hoskisson, & Lee, 2015).

Synthesizing our discussion, we propose the
following hypothesis:

Hypothesis 1b: A faster speed of internation-
alization into inter-regional host countries by
CMNEs decreases financial performance.

Resource Heterogeneity: Moderating Effects
of Technological and Marketing Resources
While predicting that fast-mover advantages and
disadvantages for CMNEs depend on heterogeneous
regional contexts, the above-mentioned hypotheses
do not address firm resource heterogeneity (Barney,
1991; Luo & Tung, 2018). In this regard, our study
focuses specifically on CMNEs’ technological and
marketing resources, which represent two critical
types of core FSAs, to draw the important implica-
tions of regional MNEs for ‘‘research adopting a
resource-based approach to MNE functioning’’ (Rug-
man & Verbeke, 2004: 13). The former refer to
technological FSAs, including technological knowl-
edge, patents, and so forth that are generated as a
byproduct of its history- or path-dependent R&D
activity (Cohen & Levinthal, 1990), whereas the
latter refer to marketing FSAs, including brands and
reputation for quality (Goerzen & Asmussen, 2007).

According to conventional internalization theory
(Buckley & Casson, 1976), MNEs’ technological and
marketing resources are non-location-bound FSAs,
under the assumption that they are easily trans-
ferred to global markets ‘‘at little or no cost’’ (Caves,
1971: 6). Hence, such FSAs positively moderate the
relationship between internationalization and
financial performance (e.g., Lu & Beamish, 2004;
Morck & Yeung, 1991). However, if this global
transferability assumption holds true, why should
the overwhelming majority of MNEs, even ones
with strong technological and marketing FSAs, be
regional rather than global (Rugman & Verbeke,
2004)? To understand why, we seek to provide
more nuanced and enriched insights into the
moderating financial performance effects of fast-
mover CMNEs’ technological and marketing
resources, especially outside their home region.

Some scholars claim that firms achieve high profits
not because they possess more or better resources,
but because they deploy these resources more effec-
tively in given environmental contexts (Priem &
Butler, 2001). This highlights the importance of the
fit between the firm’s resources and specific markets
in which those resources are used effectively. Thus,
in order for MNEs to improve financial performance,
they may need to enter foreign markets where they
are able to exploit similarities across such markets
because they have less need to significantly adapt
such resources to fit the new environment (Szulanski
& Jensen, 2006). Following this fit logic, fast-mover
CMNEs may find it sensible to quickly apply their
resources, especially those that are a critical part of
their FSAs, to the needs and preferences of actors
within their home region (Rugman & Verbeke,
2007). Thus, we predict that when being better off
with a faster speed of intra-regional international-
ization, faster-mover CMNEs are likely to enjoy
better performance from deploying their technolog-
ical and marketing resources intra-regionally than
slower-mover CMNEs. Stated formally:

Hypothesis 2a: CMNEs’ technological resour-
ces are likely to positively moderate the rela-
tionship between the faster speed of
internationalization into intra-regional host
countries and financial performance.

Hypothesis 2b: CMNEs’ marketing resources
are likely to positively moderate the relationship
between the faster speed of internationalization
into intra-regional host countries and financial
performance.
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The home regionalization perspective (Rugman
& Verbeke, 2004, 2007) assumes that an MNE’s core
FSAs can become deployable in the entire home
region but benefit the MNE only in the home
region. If this perspective is correct, the aforemen-
tioned logic may not hold when CMNEs rapidly
cross-regional borders, which are viewed as discrete
discontinuities in space (Aguilera, Flores, & Kim,
2015), by entering inter-regional host countries.
Rather, we expect the opposite due to the lingering
effects of the MNE’s home region-bound adminis-
trative heritage (Rugman, 2005).

An MNE’s administrative heritage refers to its
existing organizational attributes such as the con-
figuration of FSAs, built up over the decades in the
home country (Bartlett & Ghoshal, 1989). As
predicted in Hypotheses 2a and 2b, this heritage
can be a strategic asset for the MNE. However, it can
be a significant liability in the MNE’s foreign
expansion, because ‘‘it resists change and thereby
prevents realignment or broadening of strategic
capabilities’’ (Bartlett & Ghoshal, 1989: 38). Collis
(1991) observes that an MNE’s administrative her-
itage constrains strategic choice, which in turn
hampers its ability to economically optimize its
global asset configuration. The dark side of admin-
istrative heritage is also consistent with previous IB
research (e.g., Birkinshaw & Ridderstråle, 1999;
Monteiro, 2015; Song & Shin, 2008), which has
revealed paradoxical patterns – and disruptive
consequences – associated with an MNE’s techno-
logical resource accumulation efforts. For example,
Song and Shin (2008) find that the most techno-
logically capable MNEs are the ones that are most
prepared but least motivated to source novel
knowledge from host countries. The reason is that
because these MNEs have already established their
idiosyncratic technological trajectories based on
their strong existing knowledge base, they tend to
engage in greater exploitative change, while also
rejecting externally sourced knowledge. This find-
ing confirms that the MNE would make a type I
error because the corporate immune system (Birkin-
shaw & Ridderstråle, 1999) or the not-invented-
here syndrome (Cohen & Levinthal, 1990) tends to
reject many promising technological initiatives
conducted in host countries and that technological
exploitation drives out exploration (Levinthal &
March, 1993).6

Extending the notion of administrative heritage
to the home regionalization perspective, Rugman
(2005: 197) bluntly argues that ‘‘the administrative
heritage of most MNEs, undoubtedly conducive to

home-region market success, may well constitute
an administrative rigidity when attempting to
penetrate host regions.’’ Anecdotes show that
MNEs’ technological resources that have been
developed and contextually embedded in their
home regions are made less transferable to host
regions, where cross-regional differences in con-
sumer preferences, business practices, government
regulations, and sociocultural and institutional
norms, may render technological FSAs more vul-
nerable, as well as less sustainable (e.g., Immelt
et al., 2009; S}olvell, 2006). Of course, MNEs may be
compelled to immediately engage in technological
exploration to learn what is required for the
development of host region-specific, technological
knowledge. More often than not, however, antici-
pated outcomes can be suboptimal, particularly in
the short run, because the MNE’s home region-
bound administrative heritage may constrain its
capacity to absorb host region-specific, technolog-
ical knowledge. This constraint may also explain
why MNEs find it more difficult to develop
dynamic capabilities than suggested by Teece
(2014).

A major part of the challenge to the develop-
ment of an MNE’s dynamic capabilities that is
especially well suited to the technological needs of
host regions may arise from the tendency of the
MNE to credit – and thus cling to – established sets
of routines that work so well for technological
knowledge in its home region (cf. Levinthal &
March, 1993; Levitt & March, 1988; Nelson &
Winter, 1982). The mechanism behind this para-
dox may be deeply rooted in an MNE’s home
region-bound administrative heritage (Rugman,
2005) that is difficult to abandon. For example,
Monteiro (2015) asserts that senior MNE managers
tend to accept externally sourced technologies that
simply fit well with existing ones or confirm their
existing dominant logic, while also screening out
dissonant external technologies, especially those
sourced from more distant host countries. Further-
more, Banalieva and Dhanaraj (2013), using a
sample of U.S., European, and Japanese MNEs,
document that while technological FSAs enable
MNEs to expand into host regions, it is these FSAs
that diminish rather than enhance their financial
performance.

The key implication of prior studies is that if
MNEs’ core FSAs are embedded in their home
region-bound administrative heritage (Rugman,
2005), MNEs with more technological resources
(as a determinant of absorptive capacity [Cohen &
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Levinthal, 1990]) are likely to find it more difficult
and time-consuming to unlearn and leave behind
much of home region-specific technological knowl-
edge that may, in reality, inhibit the host region-
specific technological knowledge accumulation
process than MNEs with less technological
resources.7 It is by now conventional wisdom that
MNEs with more technological resources are better
able to value, assimilate, and apply new technical
knowledge even sourced from developed-market
inter-regional host countries to commercial ends
(e.g., Delios & Beamish, 2005). However, this
conventional wisdom is not necessarily true for
EMNEs. For example, Luo and Tung (2018: 134)
point out that ‘‘[o]ne particular challenge for
EMNEs pertains to their weak skills in organizing
the transfer, diffusion, and integration of what they
have acquired abroad with what they already
possess at home.’’ In particular, as EMNEs pursue
fast internationalization into developed-market
inter-regional host countries, they are likely to
have ‘‘little time to evaluate their foreign experi-
ence, assimilate it, and apply it to commercial
ends’’ (Vermeulen & Barkema, 2002: 640). More-
over, there are enough examples of EMNEs, includ-
ing CMNEs, seriously struggling to absorb new
technological resources acquired in these host
countries (Cuervo-Cazurra et al., 2016; Meyer,
2005).

In a situation where CMNEs’ absorptive capacity
looks doubtful, their accelerated innovation (Wil-
liamson, 2016) can do more harm than good
because as time is compressed to complete R&D
projects, the total R&D costs grow at an increasing
rate due, in part, to less information and more
mistakes, thereby yielding diminishing marginal
returns (Dierickx & Cool, 1989; Scherer, 1967). The
detrimental consequences of accelerated innova-
tion may become more severe when CMNEs pen-
etrate a far-away region. As the home region-bound
administrative heritage of MNEs may handicap
their timely, effective adjustments to inter-regional
customers’ technical needs, the accelerated pace of
inter-regional internationalization may make mat-
ters worse. TCL, a Chinese maker of electronics and
home appliances, is a particularly painful example
(Cuervo-Cazurra et al., 2016). In 2004 alone, the
company spearheaded quick forays into inter-re-
gional acquisitions of two European giants of
Thomson SA and Alcatel Mobile Phone. However,
these investments were not successful and TCL ran
up huge losses until 2009, which threatened its
very existence.8

The above discussion suggests that when the inter-
regional internationalization process may need to
proceed slowly to better understand the technical
needs of inter-regional customers (Johanson &
Vahlne, 1977, 2009), faster-mover CMNEs are likely
to gain fewer performance benefits from their tech-
nological resources than are slower-mover CMNEs.

Hypothesis 3a: CMNEs’ technological resour-
ces are likely to negatively moderate the rela-
tionship between the faster speed of
internationalization into inter-regional host
countries and financial performance.

Conventional internalization theory (Buckley &
Casson, 1976) assumes that MNEs’ marketing
resources are non-location-bound or globally trans-
ferable FSAs so that marketing FSAs can be deployed
with little adaptation to complement their techno-
logical FSAs – and hence exploited profitably – out-
side their home regions. However, a home
regionalization perspective questions this assump-
tion by taking a stance that MNEs’ marketing
resources, which maintain a particularly strong
home-region focus, experience ‘‘a rapid decay when
penetrating a host region’’ (Rugman & Verbeke,
2007: 204). If so, CMNEs that possess a home region-
based marketing advantage may see such an advan-
tage erode rapidly as they meet new customers in
host regions such as North America, Europe, and
South America. More severely, inter-regional cus-
tomers may simply be too costly to acquire, retain,
and serve. For example, ‘‘[f]ew Chinese brands have
so far managed to make a name for themselves in
Western Europe despite heavy advertising and a
visible presence in major airports and city centers. A
key issue is that Europeans still do not know much
about Chinese companies.’’9 China’s stated-owned
automaker FAW Group Corporation, which pro-
duced reliable, low-cost cars and established its
brand reputation in China, experienced the same
issue and thereby shut the operation down in
Mexico (Cuervo-Cazurra et al., 2016).

CMNEs may be required to find new ways to cater
to inter-regional customers with different tastes
and preferences. However, CMNEs’ administrative
heritage can constrain their ability to learn about
new customers in inter-regional markets or even
encourage superstitious learning whereby cause
and effect are misspecified (Levitt & March, 1988).
For example, cultural marketing is prevalent in
China. As China, like many Asian countries, repre-
sents a strong collectivist culture, CMNEs tend to
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encompass many cultural aspects (e.g., customs,
traditions, values, etc.) of collectivism rooted in
Confucianism in their marketing efforts to build
successful brands (Melewar, Meadows, Zheng, &
Rickards, 2004). This heritage can be an asset in their
home region, especially in Southeast Asia, where
Chinese brands can utilize profitably cultural market-
ing by deepening their relevance and connection with
local audiences of the Chinese diaspora. As Rugman
(2005) argues, however, CMNEs’ home region-bound
marketing FSAs can be a liability in host regions
characterized by individualist cultures, Hispanic cul-
tures, or Islamic cultures, thereby becoming irrelevant
and disconnected with those customers.

The above discussion suggests that accumulating
valuable marketing resources – brands, customer
bases, and distribution channels – in host regions
can be greatly time-consuming; accordingly, as
Johanson and Vahlne (1977) point out, CMNEs may
need to slow down their inter-regional internation-
alization to learn the requirements of inter-regional
markets. In this situation, some CMNEs may seek to
rapidly accumulate new marketing resources by even
acquiring locally obsolete brands, as exemplified by
TCL’s acquisitions of the Thomson and RCA brands
in Europe and North America. However, their spend-
ing may contribute less due to time compression
diseconomies. That is, as CMNEs choose to shorten
the time needed to develop marketing FSAs that are
host region-specific, their marketing costs are likely
to increase exponentially but may be unable to
immediately achieve a marketing advantage. If so,
CMNEs’ faster inter-regional internationalization,
which is posited to yield the negative performance
consequences of time compression diseconomies,
can be more damaging to financial performance as
they may gain fewer returns and incur greater cost
penalties associated with the rapid accumulation of
their marketing resources. Stated formally:

Hypothesis 3b: CMNEs’ marketing resources
are likely to negatively moderate the relationship
between the faster speed of internationalization
into inter-regional host countries and financial
performance.

METHODS

Data
To test the hypotheses, we construct a panel data
sample from multiple sources. We begin with all
firms listed on the Shanghai and Shenzhen stock

exchanges, the two stock exchanges in mainland
China. The panel data for the period 2002–2014
give us a sufficiently long window to systematically
trace Chinese firms’ international expansions. We
chose 2002 as the starting year because Chinese
firms in general and private firms (i.e., non-state-
owned enterprises) in particular began to interna-
tionalize rapidly after December 2001 when China
became a member of the World Trade Organiza-
tion. To maintain consistency with prior studies on
the relationship between the speed of internation-
alization and financial performance, we focus on
non-financial firms (Vermeulen & Barkema, 2002).
As stipulated by the China Securities Regulatory
Commission, all companies listed on the stock
exchanges must disclose their annual financial and
investment information. This allows us to collect
Chinese firms’ financial data and identify their
intra- and inter-regional expansion.

We obtained financial information of publicly listed
Chinese companies from the China Stock Market
Financial Statements Database provided by the China
Stock Market & Accounting Research (CSMAR).10 We
then downloaded annual reports from the two stock
exchanges and reviewed them to identify the FDI
information of each publicly listed Chinese company,
including the foreign markets it entered, the year in
which each of its subsidiaries was established in that
market, and so forth. We extracted the information on
political connections fromCSMARChinaListedFirm’s
Corporate Governance Research Database. After
removing the missing observations, we construct our
panel data sets on 2780 Chinese publicly listed firms,
of which 2013 are domestic firms (these firms report
no FDI), and 767 are CMNEs.

Measures

Dependent variable
Our study uses return on assets (ROA), an account-
ing-based measure of financial performance most
commonly used in the literature (e.g., Hitt et al.,
1997; Lu & Beamish, 2004; Vermeulen & Barkema,
2002).11 We lag all independent and control vari-
ables by 1 year. For example, when ROA is mea-
sured in 2014, the independent and control
variables are measured in 2013.

Independent and moderating variables
Our two independent variables include the two
aspects of internationalization: speed and geo-
graphic space. Previous studies (e.g., Chang & Rhee,
2011; Vermeulen & Barkema, 2002; Yang et al., 2017)
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have measured the speed of internationalization as the
cumulative number of a focal MNE’s foreign sub-
sidiaries established in each year, irrespective of
where they were located, divided by the number of
years since its first foreign subsidiary was established.
A large average number of foreign subsidiaries per
year indicates a fast-paced internationalization pro-
cess. Clearly, this measure as is does not incorporate
geographic space: home and host regions. Following
Rugman and Verbeke (2004, 2007), we divide host
countries in which CMNEs’ foreign subsidiaries were
located into intra-regional versus inter-regional host
countries. For China, all Asian (non-Asian) countries
are classified as intra-regional (inter-regional) host
countries. However, there are dangers in lumping
them all together because this can potentially mask
some important differences, given that not all intra-
regional or inter-regional host countries are the same
(Osegowitsch & Sammartino, 2008) – for example,
in terms of cultural and institutional distance. As a
region is too broad a geographic context, Arregle
et al. (2013) suggest testing the regionalization
hypothesis by splitting home and host regions into
several home and host sub-regions. Accordingly, we
follow Arregle et al. (2013) to capture potential
variations within the home and host regions.

In Asia, which is CMNEs’ region of origin, our
study thus splits the home region into culturally
more or less similar intra-regional host countries. In
fact, this classification scheme corresponds more
closely to our earlier description of the internation-
alization activities carried by CMNEs (Buckley et al.,
2007).12 More specifically, we measure the speed of
internationalization into culturally more (less) similar
intra-regional host countries using the cumulative
number of a focal CMNE’s foreign subsidiaries
established in Hong Kong, Macao, Taiwan, Indone-
sia, Thailand, Malaysia, and Singapore (established
in Asian countries other than these seven countries)
in each year, divided by the number of years since its
first foreign subsidiary was established. In parallel
with CMNEs’ actual internationalization efforts
(Buckley et al., 2007), we also measure the speed of
internationalization into emerging-market (developed-
market) inter-regional host countries as the cumulative
number of the focal CMNE’s foreign subsidiaries
established in emerging markets (developed mar-
kets) outside the home region in a given year,
divided by the number of years since its first
established subsidiary. We identify a list of these
emerging markets through Hoskisson et al. (2000).
Developed markets are primarily located in North
America and Western Europe.

In measuring a Chinese firm’s technological
resources and marketing resources, we use industry-
adjusted R&D and advertising intensity to remove
any industry-specific effects. A focal firm’s R&D and
advertising intensity is the ratio of its R&D and
advertising expenditures to total sales (e.g., Bana-
lieva & Dhanaraj, 2013; Chang & Rhee, 2011; Lu &
Beamish, 2004; Morck & Yeung, 1991). Like prior
studies, our study uses total R&D and advertising
expenditures because information about the
amount of R&D and advertising expenditures in
each region is unavailable. We normalize the focal
firm’s technological and marketing resources by
taking the average R&D and advertising intensity
of all firms in the same industry that are within the
same two-digit SIC code and subtracting this average
from the focal firm’s R&D and advertising intensity,
which then is divided by the industry’s standard
deviation of R&D and advertising intensity.

Control variables
We control for the effect of firm size, measured by
the natural logarithm of total assets (Chang & Rhee,
2011). Because debt can influence firm performance,
we control for a firm’s debt ratio, measured by the
firm’s debt over its total assets (Chang & Rhee, 2011;
Vermeulen & Barkema, 2002). Because liquidity is
likely to affect firm performance, we control for a
firm’s cash flow measured by its cash from operations
(Almeida, Campello, & Weisbach, 2004). We also
control for product diversification measured as the
Herfindahl index: 1 -

P
p2
i , where pi is the propor-

tion of a firm’s sales reported in product group i (Lu
& Beamish, 2004).

Because foreign ownership can affect firm perfor-
mance, we include this variable measured by the
percentage of shares owned by foreign investors
(Gul, Kim, & Qiu, 2010). We control for the effect
of the state-owned enterprise (SOE) status using the
classification scheme developed by La Porta, Lopez-
de-Silanes and Shleifer (1999). If the government
has more than 20% equity ownership in our sample
firm, the firm is classified as an SOE and takes the
value 1, and 0 otherwise. In addition, because
political connections have been related to perfor-
mance in China, we control for their effect (Zheng,
Singh, & Mitchell, 2015). Following Fan, Wong,
and Zhang (2007), we review a CEO’s curriculum
vitae to identify whether s/he served as a current or
former government bureaucrat for the central or
local governments, or their agencies. If the CEO
served in such positions, the firm is coded 1, and 0
otherwise.
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In addition, to control for the multinationality of
the firm (Chang & Rhee, 2011; Vermeulen &
Barkema, 2002), we use the number of host
countries in which the firm has established foreign
subsidiaries. As early internationalization (how
early a firm becomes an MNE) can affect financial
performance, we control for its age at internation-
alization by calculating the time, in years, between
the firm’s founding and its first FDI (Autio,
Sapienza, & Almeida, 2000). Following Vermeulen
and Barkema (2002), we include rhythm of interna-
tionalization as a control variable to partial out the
effect of the rhythm or regularity of the interna-
tionalization process. This variable is measured as
the kurtosis of the first derivative of the number of
the firm’s foreign subsidiaries over time. We also
control for international experience, which is mea-
sured by the number of years since the firm
established its first foreign subsidiary (Zahra, Ire-
land, & Hitt, 2000). To estimate the ownership
control effect (e.g., joint ventures are only partly
controlled by the parent), we calculate the average
subsidiary ownership held by a focal firm. Because
the foreign modes of entry can affect MNE perfor-
mance, we control for the ratio of foreign acquisi-
tions measured as the number of foreign
acquisitions divided by the number of total for-
eign subsidiaries established by the firm (Vermeu-
len & Barkema, 2002). Using data compiled by
Berry, Guillén, and Zhou (2010), we also control
for the average cross-national distance between
China and host countries that focal Chinese MNEs
have entered in terms of Ghemawat’s (2007)
cultural, administrative, geographic, and economic
dimensions.13

Finally, we control for year and industry fixed
effects. As our data cover multiple years and
industries, we include 11 year dummy variables
and 16 industry dummy variables at the three-digit
level of industrial classification categorized by the
China Securities and Regulatory Commission.

Analysis
The data are constructed as a panel and our sample
firms were repeatedly observed. Cross-sectional
heteroscedasticity and within-firm serial autocorre-
lation that violate the basic assumption of ordinary
least square (OLS) regression may exist. Following
prior studies (e.g., Kim et al., 2015; Lu & Beamish,
2004), we adopt generalized least square (GLS)
models. To decide between the random- versus
fixed-effects approach, we perform the Hausman
test with the null hypothesis, suggesting that a

systematic difference does not exist between the
two approaches. The result could not reject the null
hypothesis, indicating that the random-effects
approach is preferred over the fixed-effects
approach and produces efficient and consistent
estimates (Greene, 2003). In analyzing data, we also
specify the cluster option in Stata 14 to produce
standard errors that are robust to cross-sectional
heteroscedasticity and within-firm serial
autocorrelation.

To address selection bias and endogeneity, our
study uses Bascle’s (2008: 287) criteria and employs
the Heckman-type two-stage estimation procedure
in conjunction with exclusion restrictions (Heck-
man, 1979; cf. Certo, Busenbark, Woo, & Semadeni,
2016; Hamilton & Nickerson, 2003), which apply
the same criteria for valid instrumental variables.14

Estimates for the first-stage ordered probit model
are used to generate the inverse Mills ratio (k),
which is included as an additional control in the
second-stage outcome regression. In the first-stage
selection model, a full sample consisting of both
domestic firms and CMNEs is used, with a total of
25,885 firm-year observations among 2780 Chinese
publicly listed firms. However, the second-stage
outcome model only employs 2692 firm-year
observations from 767 CMNEs because internation-
alization speed is not measurable for 2013 domestic
firms. Methodological details are described in the
Appendix.

RESULTS
Table 1 reports descriptive statistics and pairwise
correlation of the variables used in the second-
stage outcome model. We calculate the variance
inflation factor (VIF) for multicollinearity. The
maximum value of VIF is 3.80, the minimum
value of VIF is 1.04, and the mean value of VIF is
1.43. In addition to the VIF tests, a careful
examination of correlations between variables
shows that multicollinearity is not a severe prob-
lem for this study.

Table 2 reports the results of the first-stage selec-
tion model. As expected, a provincial governor’s
tenure is added to the first-stage selection model,
and it is positive and statistically significant
(b = 0.075, p = 0.012). Table 3 reports the results
of hypothesis tests for ROA. Hypothesis 1a predicts
that a faster speed of internationalization into
intra-regional host countries by CMNEs will
increase financial performance. As shown in Model
2 in Table 3, the coefficient of speed of
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internationalization into culturally more similar
intra-regional host countries is positive and statis-
tically significant (b = 0.543, p = 0.000). Ceteris
paribus, a one standard deviation increase of speed
of internationalization into culturally more similar

intra-regional host countries increases ROA by
0.255 (0.543 9 0.47). With average ROA of 4.31 in
our sample, this figure represents a 5.92% increase
in ROA. In addition, we find that the coefficient of
speed of internationalization into culturally less
similar intra-regional host countries is positive and
statistically significant (b = 2.096, p = 0.000).
Ceteris paribus, a one standard deviation increase
of speed of internationalization into culturally less
similar intra-regional host countries increases ROA
by 0.440 (2.096 9 0.21), representing a 10.21%
increase in ROA. Overall, Hypothesis 1a is
supported.

Hypothesis 1b predicts that a faster speed of
internationalization into inter-regional host coun-
tries by CMNEs will decrease financial performance.
As shown in Model 2 in Table 3, the coefficient of
speed of internationalization into emerging-market
inter-regional host countries is negative and statis-
tically significant (b = - 1.272, p = 0.000). Ceteris
paribus, a one standard deviation increase of speed
of internationalization into emerging-market inter-
regional host countries decreases ROA by 0.280
(- 1.272 9 0.22), representing a 6.50% decrease in
ROA. In addition, we find that the coefficient of
speed of internationalization into developed-mar-
ket inter-regional host countries is negative and
statistically significant (b = - 0.461, p = 0.000).
Ceteris paribus, a one standard deviation increase
of speed of internationalization into developed-
market inter-regional host countries decreases ROA
by 0.327 (- 0.461 9 0.71), representing a 7.59%
decrease in ROA. Hence, Hypothesis 1b receive
support.

Hypotheses 2a and 2b predict that CMNEs’
technological resources and marketing resources
positively moderate the relationship between their
faster speed of internationalization into intra-re-
gional host countries and firm financial perfor-
mance. As reported in Model 3 in Table 3, the
coefficient of speed of internationalization into
culturally more similar intra-regional host coun-
tries 9 technological (marketing) resources is pos-
itive and statistically significant (b = 31.072,
p = 0.002; b = 16.408, p = 0.001). In addition, the
coefficient of speed of internationalization into
culturally less similar intra-regional host coun-
tries 9 technological (marketing) resources is pos-
itive and statistically significant (b = 65.123,
p = 0.000; b = 37.209, p = 0.004). Hence, Hypothe-
ses 2a and 2b are both supported. We, following
Meyer, van Witteloostuijn and Beugelsdijk (2017),
plot their respective interaction effects that are

Table 2 First-stage Heckman selection model

Model 1 Model 2

Firm size - 0.339 - 0.346

(0.000) (0.000)

Debt ratio - 0.073 - 0.071

(0.043) (0.048)

Cash flow 0.149 0.144

(0.006) (0.008)

Product diversification 0.060 0.048

(0.747) (0.799)

Foreign ownership - 0.403 - 0.379

(0.037) (0.049)

State-owned enterprises 0.291 0.279

(0.000) (0.000)

Political connections - 0.047 - 0.037

(0.368) (0.488)

Multinationality - 0.074 - 0.081

(0.060) (0.041)

Age at internationalization - 0.004 - 0.003

(0.565) (0.656)

Rhythm of internationalization 0.038 0.040

(0.000) (0.000)

International experience - 0.060 - 0.061

(0.000) (0.000)

Average subsidiary ownership 1.244 1.257

(0.000) (0.000)

Ratio of foreign acquisitions 0.124 0.126

(0.274) (0.269)

Cultural distance 0.040 0.040

(0.000) (0.000)

Administrative distance - 0.007 - 0.007

(0.011) (0.011)

Geographic distance 0.260 0.260

(0.000) (0.000)

Economic distance - 0.011 - 0.011

(0.000) (0.000)

Provincial governor’s tenure 0.075

(0.012)

Cut 1 - 4.900 - 5.047

(0.000) (0.000)

Cut 2 - 3.469 - 3.614

(0.000) (0.000)

Year dummy Yes Yes

Industry dummy Yes Yes

Log-likelihood - 2201.155 - 2198.007

Akaike information criteria 4482.311 4478.013

Wald v2 1704.993 1711.290

N = 25,885. P values are reported in parentheses.
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Table 3 Second-stage Heckman outcome model: effects of the speed of intra-regional and inter-regional internationalization on

ROAt+1

Model 1 Model 2 Model 3 Model 4 Model 5

Firm size - 0.537 - 0.600 - 0.520 - 0.604 - 0.528

(0.214) (0.152) (0.179) (0.118) (0.172)

Debt ratio - 0.193 - 0.210 0.043 0.035 0.034

(0.426) (0.400) (0.886) (0.909) (0.911)

Cash flow 0.143 0.168 0.185 0.213 0.187

(0.437) (0.348) (0.259) (0.198) (0.254)

Product diversification 0.160 0.286 0.057 0.058 0.065

(0.787) (0.623) (0.914) (0.913) (0.903)

Foreign ownership - 0.628 - 0.846 - 1.018 - 1.052 - 1.020

(0.574) (0.433) (0.305) (0.296) (0.307)

State-owned enterprises - 0.162 - 0.070 - 0.273 - 0.198 - 0.300

(0.731) (0.879) (0.530) (0.647) (0.492)

Political connections 0.149 0.138 0.048 0.037 0.056

(0.427) (0.455) (0.803) (0.849) (0.775)

Multinationality - 0.206 - 0.247 - 0.279 - 0.299 - 0.279

(0.283) (0.160) (0.088) (0.072) (0.089)

Age at internationalization - 0.027 - 0.024 - 0.028 - 0.029 - 0.027

(0.337) (0.377) (0.281) (0.261) (0.305)

Rhythm of internationalization - 0.047 - 0.042 - 0.028 - 0.026 - 0.027

(0.351) (0.399) (0.546) (0.574) (0.557)

International experience - 0.043 - 0.047 - 0.080 - 0.087 - 0.076

(0.616) (0.579) (0.301) (0.260) (0.324)

Average subsidiary ownership 1.102 1.275 1.515 1.762 1.518

(0.497) (0.422) (0.295) (0.228) (0.296)

Ratio of foreign acquisitions 0.239 0.451 0.478 0.445 0.494

(0.709) (0.479) (0.407) (0.468) (0.391)

Cultural distance 0.009 0.015 0.022 0.029 0.023

(0.868) (0.790) (0.667) (0.580) (0.654)

Administrative distance 0.010 0.005 0.003 0.003 0.003

(0.452) (0.705) (0.814) (0.814) (0.800)

Geographic distance - 0.091 0.066 0.125 0.153 0.120

(0.804) (0.852) (0.703) (0.643) (0.716)

Economic distance - 0.008 - 0.008 - 0.010 - 0.013 - 0.010

(0.645) (0.616) (0.539) (0.435) (0.542)

Technological resources - 2.427 - 1.781 - 5.331 - 7.522 - 4.765

(0.574) (0.675) (0.107) (0.052) (0.176)

Marketing resources 7.639 8.053 16.222 11.571 16.033

(0.000) (0.000) (0.000) (0.000) (0.000)

Speed of internationalization into culturally more similar

intra-regional host countries

0.543

(0.003)

0.235

(0.275)

0.363

(0.078)

0.211

(0.325)

Speed of internationalization into culturally less similar intra-

regional host countries

2.096

(0.000)

1.971

(0.000)

2.006

(0.000)

2.259

(0.000)

Speed of internationalization into emerging-market inter-

regional host countries

- 1.272

(0.000)

- 2.591

(0.000)

- 1.757

(0.000)

- 2.511

(0.000)

Speed of internationalization into developed-market inter-

regional host countries

- 0.461

(0.000)

- 0.406

(0.000)

- 0.358

(0.002)

- 0.408

(0.000)

Speed of internationalization into culturally more similar

intra-regional host countries 9 Technological resources

31.072

(0.002)

32.161

(0.002)

Speed of internationalization into culturally less similar intra-

regional host countries 9 Technological resources

64.123

(0.000)

100.099

(0.031)

Speed of internationalization into culturally more similar

intra-regional host countries 9 Marketing resources

16.408

(0.001)

17.267

(0.001)

Speed of internationalization into culturally less similar intra-

regional host countries 9 Marketing resources

37.209

(0.004)

35.555

(0.005)
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displayed in Figures 1, 2, 3, and 4, respectively. The
two outer lines give 95% confidence intervals
around the interaction line, and when they are
both above (or below) the horizontal zero line, the
interaction effect is statistically significant. For
example, the interaction line in Figure 1 illustrates
that the positive interaction effect, which shows

the marginal effect of speed of internationalization
into culturally more similar intra-regional host
countries, is significant only after the normalized
value of technological resources reaches approxi-
mately 0.007.

Using Model 4 in Table 3, we next test Hypothe-
ses 3a and 3b, which predict that CMNEs’
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Figure 1 The marginal effect of speed of internationalization into culturally more similar intra-regional host countries on ROA

(technological resources as a moderator).

Table 3 (Continued)

Model 1 Model 2 Model 3 Model 4 Model 5

Speed of internationalization into emerging-market inter-

regional host countries 9 Technological resources

- 46.229

(0.000)

- 9.200

(0.766)

Speed of internationalization into developed-market inter-

regional host countries 9 Technological resources

- 4.074

(0.566)

- 8.462

(0.210)

Speed of internationalization into emerging-market inter-

regional host countries 9 Marketing resources

- 22.504

(0.037)

- 15.802

(0.265)

Speed of internationalization into developed-market inter-

regional host countries 9 Marketing resources

- 1.298

(0.633)

- 4.861

(0.083)

Inverse Mills ratio 0.466 0.637 0.804 1.031 0.819

(0.720) (0.615) (0.488) (0.377) (0.480)

Constant 12.289 10.301 6.591 7.266 6.799

(0.000) (0.001) (0.017) (0.009) (0.014)

Year dummy Yes Yes Yes Yes Yes

Industry dummy Yes Yes Yes Yes Yes

Log-likelihood - 5579.069 - 5531.223 - 4883.351 - 4907.556 - 4879.113

Akaike information criteria 11,234.139 11,146.445 9858.703 9907.113 9858.227

Rho 0.587 0.572 0.528 0.528 0.529

N = 2692. P values are reported in parentheses.
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technological resources and marketing resources
negatively moderate the relationship between their
faster speed of internationalization into inter-re-
gional host countries and financial performance.

The coefficient of speed of internationalization into
emerging-market inter-regional host coun-
tries 9 technological resources is negative and sta-
tistically significant (b = - 46.123, p = 0.000), and
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Figure 2 The marginal effect of speed of internationalization into culturally less similar intra-regional host countries on ROA

(technological resources as a moderator).
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Figure 3 The marginal effect of speed of internationalization into culturally more similar intra-regional host countries on ROA

(marketing resources as a moderator).
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the interaction effect is plotted in Figure 5. How-
ever, we find that the coefficient of speed of
internationalization into developed-market inter-
regional host countries 9 technological resources is

not statistically significant (b = - 4.074, p = 0.566).
Hence, Hypothesis 3a is supported only for emerg-
ing-market inter-regional host countries. We also
find that Hypothesis 3b is supported only for
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Figure 4 The marginal effect of speed of internationalization into culturally less similar intra-regional host countries on ROA

(marketing resources as a moderator).

-8
-6

-4
-2

0
‘‘M

ar
gi

na
l e

ffe
ct

 o
f i

nt
er

-re
gi

on
al

 s
pe

ed
 (e

m
er

gi
ng

-m
ar

ke
t) 

on
 R

O
A

’’

0 .02 .04 .06 .08 .1
Technological resources
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emerging-market inter-regional host countries.
While the coefficient of speed of internationaliza-
tion into emerging-market inter-regional host
countries 9 marketing resources is negative and
statistically significant (b = - 22.504, p = 0.037),
the coefficient of speed of internationalization into
developed-market inter-regional host coun-
tries 9 marketing resources is not statistically sig-
nificant (b = - 1.298, p = 0.633). The former’s
interaction effect is plotted in Figure 6.

Robustness Checks
We conduct several additional analyses. We first
examine whether a faster speed of international-
ization into intra-regional host countries has an
inverted U-shaped relationship with firm perfor-
mance. Although we did not aim to explore such a
curvilinear effect, we cannot rule out the possibility
that faster intra-regional internationalization may
be overwhelming if CMNEs, on average, establish
too many foreign subsidiaries in intra-regional host
countries in a short amount of time. However, we
fail to find a genuine inverted-U relationship, given
the fact that an inflection point, a point of the
curve where the curvature changes its sign, is
‘‘[well] beyond two standard deviations from the
mean’’ (Meyer, 2009: 191).15 This implies that the
relationship between the speed of internationaliza-
tion into intra-regional host countries and financial

performance is predominantly positive. Second,
while our study uses accounting-based perfor-
mance, we alternatively use Tobin’s Q (Himmelberg,
Hubbard, & Palia, 1999) as a proxy of market-based
performance (e.g., Garcı́a-Garcı́a et al., 2017; Morck
& Yeung, 1991). The results are reported in Table 4.
Although we do not discuss these results, they still
support our idea that the faster the intra-regional
(inter-regional) internationalization, the better
(poorer) the firm’s performance and that fast-mover
CMNEs’ technological and marketing resources are
valuable in intra-regional host countries, but vul-
nerable in inter-regional host countries. Finally, as
the coefficient of the inverse Mills ratio in the
second-stage Heckman models is not statistically
significant, there is no evidence that sample selec-
tion bias is quantitatively critical. Accordingly, we
might be able to just run the GLS random-effects
model instead of the Heckman two-stage proce-
dure. As reported in Table 5, the results are very
similar to those reported in Table 3.

DISCUSSION AND CONCLUSION
Our study offers a compelling case to rethink how
an MNE’s financial performance relates to the speed
and geographic space of internationalization.
Examining a set of CMNEs, we find that it is not
internationalization speed per se that matters for
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Figure 6 The marginal effect of speed of internationalization into emerging-market inter-regional host countries on ROA (marketing

resources as a moderator).
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Table 4 Second-stage Heckman outcome model: effects of the speed of intra-regional and inter-regional internationalization on

Tobin’s Qt+1

Model 1 Model 2 Model 3 Model 4 Model 5

Firm size - 0.195 - 0.216 - 0.247 - 0.229 - 0.250

(0.006) (0.002) (0.000) (0.001) (0.000)

Debt ratio - 0.058 - 0.059 - 0.046 - 0.043 - 0.046

(0.001) (0.001) (0.005) (0.011) (0.005)

Cash flow - 0.003 0.007 0.038 0.023 0.040

(0.954) (0.895) (0.536) (0.702) (0.516)

Product diversification - 0.146 - 0.125 - 0.050 - 0.086 - 0.056

(0.150) (0.221) (0.601) (0.392) (0.555)

Foreign ownership 0.437 0.392 0.421 0.426 0.419

(0.039) (0.054) (0.018) (0.020) (0.019)

State-owned enterprises 0.023 0.043 0.049 0.043 0.051

(0.759) (0.562) (0.470) (0.532) (0.454)

Political connections 0.085 0.083 0.108 0.113 0.111

(0.042) (0.043) (0.004) (0.005) (0.004)

Multinationality 0.032 0.017 0.034 0.030 0.032

(0.145) (0.447) (0.098) (0.186) (0.114)

Age at internationalization 0.001 0.001 0.002 0.003 0.002

(0.909) (0.804) (0.595) (0.538) (0.593)

Rhythm of internationalization - 0.010 - 0.007 - 0.001 - 0.006 - 0.001

(0.240) (0.401) (0.904) (0.459) (0.870)

International experience 0.040 0.039 0.036 0.039 0.036

(0.009) (0.008) (0.008) (0.005) (0.008)

Average subsidiary ownership - 0.332 - 0.284 - 0.206 - 0.268 - 0.200

(0.225) (0.287) (0.399) (0.278) (0.412)

Ratio of foreign acquisitions 0.114 0.136 0.097 0.085 0.094

(0.202) (0.136) (0.251) (0.354) (0.267)

Cultural distance - 0.008 - 0.007 - 0.006 - 0.009 - 0.006

(0.365) (0.436) (0.459) (0.296) (0.486)

Administrative distance 0.007 0.007 0.004 0.005 0.004

(0.039) (0.049) (0.095) (0.100) (0.100)

Geographic distance - 0.023 0.016 0.057 0.039 0.059

(0.691) (0.783) (0.284) (0.461) (0.269)

Economic distance 0.006 0.006 0.006 0.006 0.006

(0.034) (0.023) (0.021) (0.015) (0.024)

Technological resources 1.105 1.291 1.110 0.290 0.850

(0.225) (0.152) (0.183) (0.800) (0.411)

Marketing resources 1.755 1.802 3.185 2.175 3.158

(0.000) (0.000) (0.000) (0.000) (0.000)

Speed of internationalization into culturally more similar

intra-regional host countries

0.093

(0.002)

0.098

(0.024)

0.100

(0.012)

0.105

(0.021)

Speed of internationalization into culturally less similar intra-

regional host countries

0.343

(0.000)

0.287

(0.000)

0.288

(0.000)

0.275

(0.001)

Speed of internationalization into emerging-market inter-

regional host countries

- 0.227

(0.000)

- 0.357

(0.000)

- 0.275

(0.000)

- 0.302

(0.000)

Speed of internationalization into developed-market inter-

regional host countries

- 0.046

(0.017)

- 0.019

(0.548)

- 0.007

(0.813)

- 0.006

(0.860)

Speed of internationalization into culturally more similar

intra-regional host countries 9 Technological resources

9.739

(0.000)

9.757

(0.000)

Speed of internationalization into culturally less similar intra-

regional host countries 9 Technological resources

6.242

(0.038)

4.001

(0.236)

Speed of internationalization into culturally more similar

intra-regional host countries 9 Marketing resources

4.548

(0.000)

4.341

(0.000)

Speed of internationalization into culturally less similar intra-

regional host countries 9 Marketing resources

4.876

(0.024)

4.592

(0.029)
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financial performance, but instead a requisite fit
between the speed and geographic space of foreign
expansion. We specifically posit and discover that
CMNEs’ fast speed interplays with intra-regional
foreign expansion to increase financial perfor-
mance, while it also interplays with inter-regional
foreign expansion to decrease financial perfor-
mance. Furthermore, our study considers how the
strategic fit between the speed and space of inter-
nationalization interacts with CMNEs’ technologi-
cal resources and marketing resources to affect
financial performance. We find that CMNEs’ invest-
ments in these two types of resources improve
financial performance for fast-movers intra-region-
ally, but hurt performance for fast-movers inter-
regionally. Overall, our findings show that the
impact of internationalization speed and firm
technological and marketing resources on financial
performance varies across host country regional
environments.

Our theoretical contribution is twofold. First, we
help to resolve the dilemma in the decision speed
literature about the advantages and disadvantages
of fast or slow internationalization. Some studies
show that firms which internationalize quickly
perform the best (e.g., Chetty et al., 2014; Guillén
& Garcı́a-Canal, 2010), while other studies show
that slower internationalization yields the best
performance (e.g., Morales-Raya & Bansal, 2015).
Compared to these studies, we offer an important
contextual element that conditions this

relationship: the home and host regions an MNE
enters. In doing so, we integrate research on
internationalization speed with insights from the
home regionalization literature, which is broadly
accepted in IB research, but has not previously been
applied to the study of the pace of international-
ization, to allow for a more refined understanding
of where speedy internationalization may or may
not lead to superior financial performance.

It is important to link these two literatures that
have separately examined temporal (how fast) and
spatial (how far) dimensions of firm international-
ization because managers must make joint deci-
sions regarding speed and space of foreign
expansion. Previous research (e.g., Chang & Rhee,
2011; Garcı́a-Garcı́a et al., 2017; Vermeulen &
Barkema, 2002) tends to place MNEs on a contin-
uum from fast- to slow-paced, and accordingly
downplays the competing demands of speeding up
and slowing down that often coexist within the
same firm. Compared to such research, we argue
that to remain more profitable, the MNE needs to
set up or acquire intra-regional subsidiaries at a
faster speed, while establishing inter-regional sub-
sidiaries at a slower speed. Using this linkage, our
study provides initial support for a ‘‘double-edged
sword’’ effect of fast internationalization on firm
performance: fast-mover advantages prevail in the
home regional context, while fast-mover disadvan-
tages manifest and slow-mover advantages reveal
themselves in host regions away from home.

Table 4 (Continued)

Model 1 Model 2 Model 3 Model 4 Model 5

Speed of internationalization into emerging-market inter-

regional host countries 9 Technological resources

- 6.469

(0.062)

- 5.208

(0.154)

Speed of internationalization into developed-market inter-

regional host countries 9 Technological resources

- 1.274

(0.354)

- 0.600

(0.652)

Speed of internationalization into emerging-market inter-

regional host countries 9 Marketing resources

- 2.333

(0.407)

- 1.152

(0.686)

Speed of internationalization into developed-market inter-

regional host countries 9 Marketing resources

- 1.779

(0.005)

- 0.793

(0.214)

Inverse Mills ratio - 0.330 - 0.283 - 0.210 - 0.263 - 0.205

(0.124) (0.176) (0.278) (0.178) (0.288)

Constant 7.300 6.997 6.955 7.064 6.984

(0.000) (0.000) (0.000) (0.000) (0.000)

Year dummy Yes Yes Yes Yes Yes

Industry dummy Yes Yes Yes Yes Yes

Log-likelihood - 1864.278 - 1837.387 - 1448.537 - 1492.508 - 1447.615

Akaike information criteria 3806.557 3760.775 2989.075 3077.015 2995.230

Rho 0.506 0.486 0.445 0.463 0.446

N = 1780. P values are reported in parentheses.
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Table 5 GLS Random-effects model: effects of the speed of intra-regional and inter-regional internationalization on ROAt+1

Model 1 Model 2 Model 3 Model 4 Model 5

Firm size - 0.380 - 0.389 - 0.233 - 0.252 - 0.235

(0.003) (0.002) (0.041) (0.029) (0.040)

Debt ratio - 0.172 - 0.178 0.092 0.097 0.086

(0.466) (0.468) (0.756) (0.748) (0.769)

Cash flow 0.086 0.089 0.084 0.078 0.083

(0.003) (0.003) (0.008) (0.017) (0.008)

Product diversification 0.249 0.348 0.064 0.095 0.058

(0.663) (0.535) (0.905) (0.863) (0.915)

Foreign ownership - 0.407 - 0.569 - 0.701 - 0.640 - 0.691

(0.675) (0.543) (0.436) (0.484) (0.444)

State-owned enterprises - 0.577 - 0.543 - 1.032 - 0.948 - 1.070

(0.294) (0.315) (0.044) (0.070) (0.038)

Political connections 0.188 0.183 0.076 0.063 0.078

(0.297) (0.301) (0.681) (0.739) (0.678)

Multinationality - 0.178 - 0.211 - 0.233 - 0.225 - 0.233

(0.233) (0.116) (0.067) (0.087) (0.068)

Age at internationalization - 0.021 - 0.018 - 0.026 - 0.029 - 0.026

(0.443) (0.495) (0.299) (0.271) (0.308)

Rhythm of internationalization - 0.063 - 0.060 - 0.053 - 0.063 - 0.053

(0.058) (0.070) (0.088) (0.048) (0.090)

International experience - 0.029 - 0.023 - 0.046 - 0.038 - 0.041

(0.508) (0.598) (0.279) (0.377) (0.338)

Average subsidiary ownership 0.516 0.476 0.525 0.467 0.508

(0.192) (0.225) (0.135) (0.186) (0.147)

Ratio of foreign acquisitions 0.244 0.432 0.406 0.349 0.404

(0.684) (0.470) (0.463) (0.552) (0.466)

Cultural distance - 0.008 - 0.009 - 0.012 - 0.016 - 0.012

(0.692) (0.641) (0.544) (0.415) (0.553)

Administrative distance 0.009 0.005 0.005 0.007 0.006

(0.347) (0.576) (0.535) (0.496) (0.498)

Geographic distance - 0.172 - 0.074 - 0.070 - 0.080 - 0.076

(0.385) (0.697) (0.721) (0.682) (0.697)

Economic distance - 0.002 - 0.001 - 0.001 - 0.001 - 0.001

(0.805) (0.863) (0.864) (0.918) (0.889)

Technological resources - 2.452 - 1.948 - 3.041 - 7.586 - 3.458

(0.569) (0.644) (0.354) (0.050) (0.340)

Marketing resources 7.517 7.922 15.696 10.805 15.622

(0.000) (0.000) (0.000) (0.000) (0.000)

Speed of internationalization into culturally more similar

intra-regional host countries

0.552

(0.002)

0.353

(0.109)

0.380

(0.064)

0.330

(0.133)

Speed of internationalization into culturally less similar intra-

regional host countries

1.971

(0.000)

1.674

(0.000)

1.826

(0.000)

1.793

(0.000)

Speed of internationalization into emerging-market inter-

regional host countries

- 1.317

(0.000)

- 2.582

(0.000)

- 2.270

(0.000)

- 2.647

(0.000)

Speed of internationalization into developed-market inter-

regional host countries

- 0.398

(0.000)

- 0.421

(0.000)

- 0.356

(0.003)

- 0.426

(0.000)

Speed of internationalization into culturally more similar

intra-regional host countries 9 Technological resources

48.577

(0.000)

50.470

(0.000)

Speed of internationalization into culturally less similar intra-

regional host countries 9 Technological resources

45.967

(0.002)

55.413

(0.007)

Speed of internationalization into culturally more similar

intra-regional host countries 9 Marketing resources

17.413

(0.001)

18.619

(0.000)

Speed of internationalization into culturally less similar intra-

regional host countries 9 Marketing resources

40.452

(0.003)

38.584

(0.004)
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Relatedly, our study has implications for research
on new venture internationalization and interna-
tional entrepreneurship. International new ven-
tures (Oviatt & McDougall, 1994) or born globals
(Cavusgil & Knight, 2015) exemplify early and
rapid internationalization.16 That is, these start-up
firms begin exporting shortly after their inception,
or with little preexisting business experience and
knowledge at home, and rapidly increase their
international sales growth thereafter. Autio et al.
(2000) introduce the concept of learning advan-
tages of newness to argue that younger new
ventures that internationalize at an earlier age have
several advantages of becoming faster learners in
foreign markets. These advantages accrue, not only
because they have fewer established routines to
unlearn, but also because they are more flexible to
rapidly embrace new foreign knowledge and entre-
preneurial opportunities. However, not all start-ups
are able to move beyond their home region, as
observed in Oviatt and McDougall (1994). In fact,
so many start-ups are actually born regional, not
global (Lopez, Kundu, & Ciravegna, 2009).
Nonetheless, Autio et al. (2000) fail to recognize
the role of geographic space in understanding the
benefits and costs associated with early interna-
tionalization (see Zahra, Zheng, & Yu, 2018, for a
recent critique). Specifically, while Autio et al.
(2000) assume that the learning advantages of
newness are likely to trump the liabilities of new-
ness and foreignness, this and other studies (Patel
et al., 2018) suggest that the opposite may be the
case for younger start-ups that engage in

accelerated export activities in inter-regional host
countries. Hence, unless scholars in the field of
international entrepreneurship seek to fully utilize
insights from the home regionalization perspective,
they may be in danger of offering misguided advice
regarding international new ventures’ learning
advantages.

Second, our study directly contributes to the
home regionalization literature by taking the inter-
play between internationalization speed and FSA
reach seriously. In doing so, we redirect an ongoing
conversation by demonstrating the home region-
bound nature of fast-mover CMNEs’ technological
and marketing resources. Despite increasing inqui-
ries on EMNEs, relatively little is known about the
speed at which, and the degree to which, their core
FSAs transfer across regional borders (Luo & Tung,
2018). Our study is one of the first to empirically
test whether and how fast-mover EMNEs’ techno-
logical and marketing resources matter. Focusing
exclusively on CMNEs, we find that CMNEs’ tech-
nological and marketing resources that accentuate
the positive effect of faster intra-regional interna-
tionalization on financial performance aggravate
the negative effect of faster inter-regional interna-
tionalization on financial performance. What
emerges from our empirical evidence is that on
average, fast-mover CMNEs are unable to simulta-
neously leverage their core FSAs, captured by their
technological and marketing resources, within and
beyond the home region.

In our study, some (non)findings deserve more
attention than others. For example, our findings

Table 5 (Continued)

Model 1 Model 2 Model 3 Model 4 Model 5

Speed of internationalization into emerging-market inter-

regional host countries 9 Technological resources

- 36.243

(0.004)

- 4.738

(0.772)

Speed of internationalization into developed-market inter-

regional host countries 9 Technological resources

- 0.247

(0.975)

- 6.704

(0.313)

Speed of internationalization into emerging-market inter-

regional host countries 9 Marketing resources

- 19.453

(0.096)

- 14.639

(0.248)

Speed of internationalization into developed-market inter-

regional host countries 9 Marketing resources

- 1.241

(0.636)

- 4.857

(0.069)

Constant 12.355 10.689 6.728 7.695 6.878

(0.000) (0.000) (0.015) (0.006) (0.013)

Year dummy Yes Yes Yes Yes Yes

Industry dummy Yes Yes Yes Yes Yes

Log-likelihood - 5731.353 - 5681.410 - 5026.960 - 5055.581 - 5025.737

Akaike information criteria 11,536.706 11,444.820 10,143.920 10,201.161 10,149.474

Rho 0.586 0.571 0.535 0.536 0.537

N = 2692. P values are reported in parentheses.
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reported in Model 3 in Tables 3 and 4 fail to
confirm Verbeke and Kano’s (2015) view that
technological and marketing resources of EMNEs
do not act as a critical source of their competitive
advantage. When it comes to the internationaliza-
tion of CMNEs, their strong technological and
marketing resources serve as an important driver of
financial performance associated with faster intra-
regional internationalization. However, we do not
find evidence that CMNEs’ technological resources
aggravate the negative effect of faster developed-
market inter-regional internationalization on
financial performance. Concomitantly, this non-
finding casts doubt on the notion (Guillén &
Garcı́a-Canal, 2009; Luo & Tung, 2007, 2018;
Meyer, 2004) that the technological ability of
CMNEs to catch up with their more advanced
competitors depends on a combination of acceler-
ated strategic asset-seeking FDI and absorptive
capacity. Ambos, Ambos and Schlegelmilch (2006)
find that knowledge transfers from foreign sub-
sidiaries located in intra-regional host countries to
European MNE headquarters are positively related
to the latter’s absorptive capacity. However, these
benefits may not be obtained ‘‘quasi-automatically’’
(Meyer, 2004: 267), especially when CMNEs, which
generally lack absorptive capacity (Luo & Tung,
2018), speed up their expansion into developed-
market inter-regional host countries.

Before proceeding further, we wish to raise the
critical issue of whether the study of CMNEs
requires a new theory or can borrow from existing
theories about EMNEs or MNEs. It is our view that
CMNEs can potentially extend, rather than replace,
an accepted theory of MNE internationalization
process in general and internationalization speed in
particular, which has been applied to Swedish
MNEs (Johanson & Vahlne, 1977), Dutch MNEs
(Vermeulen & Barkema, 2002), Spanish MNEs
(Casillas & Moreno-Menéndez, 2014), Japanese
MNEs (Jiang et al., 2014), and Korean MNEs (Chang
& Rhee, 2011). In fact, a home regionalization
perspective can serve as a building block that helps
increase the predictive power of an extant fast-
mover (dis)advantage theory. Here it is instructive
to revisit the original and revised Uppsala model
(Johanson & Vahlne, 1977, 2009; Vahlne & Johan-
son, 2017). Overall, the generalizability of the
model to CMNEs has been seriously questioned
(Guillén & Garcı́a-Canal, 2009; Luo & Tung, 2007;
Mathews, 2006). As articulated earlier, however, the
Uppsala model reveals context-dependent
approaches to how firms adjust the pace of

internationalization over geographic space (Fig-
ueira-de-Lemos et al., 2011; Johanson & Vahlne,
2009). The empirical results of our study generally
validate the descriptive and prescriptive value of
the Uppsala model.

We next specify the boundary conditions under
which our theorizing on CMNEs is more or less
likely to hold. All MNEs, regardless of their geo-
graphic origin, have to evaluate which foreign
markets to enter and how rapidly to simultaneously
enter them, meaning that these combinative phe-
nomena are not CMNE-specific. Hence, our theo-
rizing and results may extend to EMNEs and
DMNEs alike, albeit to varying degrees. Nonethe-
less, our predictions are likely to apply more to
infant MNEs (and EMNEs generally) than to mature
MNEs (and DMNEs generally). For example, while
many Japanese MNEs are regional MNEs due to
home region boundedness of FSAs (Collinson &
Rugman, 2008), some might have already devel-
oped and possessed non-location-bound FSAs
through possession of technological and marketing
resources (Delios & Beamish, 2005). If this is the
case, a great deal of caution is warranted due to
contextual differences between Chinese and Japa-
nese MNEs in terms of their stage of evolution as
MNEs. Moreover, it is worth noting that there is no
reason to believe, a priori, that predictive values
observed in our study apply universally to all infant
EMNEs. Many CMNEs have grown into regional
MNEs, with a strong focus on culturally proximate
intra-regional host countries, or intra-regional host
countries, where there are fewer cultural barriers
(Buckley et al., 2007; Child & Rodrigues, 2005).
This pattern is more similarly observed among
Latin American MNEs (Aguilera, Ciravegna,
Cuervo-Cazurra, & Gonzalez-Perez, 2017) than
among Indian MNEs (Sauvant, Pradhan, Chatter-
jee, & Harley, 2010). Hence, our theorizing and
results can be generalizable more to the former
than to the latter.

Besides theoretical implications, our study gen-
erates practically relevant knowledge with prescrip-
tive implications for managers. Our findings show
that the choice of internationalization speed might
be a tricky task because it requires a more balanced
mix of fast internationalization into intra-regional
host countries with slow internationalization into
inter-regional host countries. Hence, top managers
should consider together both the speed and geo-
graphic space of internationalization. The fast pace
of internationalization is not universally desirable
because it is critical to take advantage of similarities
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across countries within the home region in order
for MNEs to be successful. Therefore, managers are
advised to rapidly venture into and focus on intra-
regional host countries, where they can utilize their
FSAs, including technological and marketing
resources. However, they should be cautious when
rapidly expanding into inter-regional host coun-
tries, not only because they may have difficulty
transferring home-grown FSAs successfully (Rug-
man & Verbeke, 2007), but also because it is
challenging to address large differences across
inter-regional host countries (Ghemawat, 2007).
Our study shows that as MNEs swiftly expand into
inter-regional host countries, these distant coun-
tries may tax their technological resources in
particular. Consequently, MNEs may need to be
patient when moving technological resources into
distant regions.

Our study has several limitations that in turn
offer opportunities for future research. First, while
our study found relatively short-term, fast-mover
(dis)advantages to exist, future research might
examine whether longer-term fast-mover (dis)ad-
vantages actually exist. Second, future research
might replicate and extend our theoretical and
empirical analyses to understand whether they can
generalize to MNEs headquartered in other emerg-
ing markets and even developed markets. Third,
although a home regionalization perspective is
based primarily on the simple dichotomy between
home and host regions, future research needs to
break up a broader grouping of countries into ones
with distinct aspects – for example, in terms of
national culture and institutions – to further the
development of this perspective in important ways.
Finally, while R&D and advertising intensities are
the most robust measures of technological and
marketing resources, the use of these archival
proxies has been criticized for failing to capture
the intangible nature of these resources (e.g.,
Ketchen, Ireland, & Baker, 2013; Meyer, 2004;
Verbeke & Kano, 2015). Hence, future research
may employ other measures of FSAs with higher
measurement quality across regions.

In conclusion, our study provides convincing
evidence that CMNEs perform well financially
when rapidly expanding intra-regionally but per-
form poorly when rapidly expanding inter-region-
ally. Considering the heterogeneity of these
CMNEs’ technological and marketing resources,
we additionally find that these resources yield
value to fast-moving firms in intra-regional hosts
yet fail to yield value to inter-regional hosts. As fast

internationalization is a fascinating yet poorly
understood phenomenon, we urge scholars to
explore additional contexts under which fast-
mover MNEs may realize better financial
performance.
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NOTES

1In 2018, China was home to 120 Fortune Global
500 companies – just a handful fewer than the
U.S.’s 126. In 2001, only ten Chinese firms made
the Fortune Global 500 list. The list complied and
published annually by Fortune magazine is available
at http://fortune.com/global500/.

2Following Buckley et al. (2007), we refer to
China as the People’s Republic of China (PRC),
excluding the two special autonomous regions of
Hong Kong and Macau and the Republic of China
(Taiwan).

3We are indebted to an anonymous reviewer for
his or her comment on the Uppsala model’s
contingent nature.

4We are grateful to an anonymous reviewer for
bringing this issue to our attention.

5Available at https://www.mckinsey.com/
featured-insights/innovation-and-growth/
globalization-in-transition-the-future-of-trade-and-
value-chains (accessed 10 April 2019).

6.It is important to highlight that Cohen and
Levinthal (1990: 137) acknowledge the ‘‘inertia’’
aspect of ‘‘the cumulative quality of absorptive
capacity,’’ for instance, through the outcome of
‘‘the not-invented-here syndrome.’’

7Conventional wisdom holds that the more
resources the firm possesses, the better the firm
performance (Barney, 1991). However, research
now shows that more is not always better than
less, particularly when organizational environ-
ments change. For example, Miller and Shamsie
(1996) find that the very qualities of resources that
create value in one environmental context
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paradoxically also accelerate value destruction in
another context, precisely because such resources
become more vulnerable to changes in the envi-
ronment. Le Breton-Miller and Miller (2015) refer
to this phenomenon as the paradox of resource
vulnerability. In a similar vein, Leonard-Barton
(1992) acknowledges that core capabilities can turn
into core rigidities that inhibit technological inno-
vation and change.

8Available at http://www.chinadaily.com.cn/a/
201612/30/WS5a2b8b8ba310eefe3e9a1192.html
(accessed 26 February 2019).

9Available at https://asia.nikkei.com/Opinion/
Chinese-companies-must-Europeanize-for-Europe
(accessed 10 July 2019).

10CSMAR is a leading data provider focusing on
Chinese companies publicly listed on major Chi-
nese stock exchanges (see http://us.gtarsc.com/p/
sq/). These data are available at Wharton Research
Data Services (WRDS) (see http://www.
whartonwrds.com/datasets/csmar-2/ as well as
http://www.whartonwrds.com/wp-content/
uploads/2011/08/GTA-CSMAR-One-Sheet.pdf).

11In the robustness checks, we use Tobin’s Q
known as a market-based measure of financial
performance that is forward-looking and risk-
adjusted.

12Arregle et al. (2013), in their study of Japanese
MNEs, split Asia into three parts: East Asia (China,
Taiwan, Hong Kong, and South Korea), Northwest
Asia (India and Pakistan), and South East Asia
(Thailand, Singapore, Vietnam, Malaysia, Philip-
pines, and Indonesia). However, our grouping
scheme may be more meaningful in advancing a
realistic understanding of CMNEs than Arregle
et al.’s (2013) grouping scheme, which yields too
little variance among CMNEs.

13Distance data were downloaded in August 2017
from https://lauder.wharton.upenn.edu/resources-
publications/. However, Berry et al.’s database does
not include all host countries our sample Chinese
MNEs had entered during the period 2002–2014. In
particular, the values of cultural distance between
China and host countries are either unreported or

inconsistently reported. For countries with missing
values, we use historical data and the trend
extrapolation method (Rhyne, 1974) to yield its
values for subsequent years. If no data are available
on a given host country, we assign the value of a
host country closest to the focal host country. For
example, the value of cultural distance between the
United Arab Emirates and China is missing for the
whole observation period. However, the value of
Qatar’s cultural distance from China is available for
the year 2010. Thus, we use that year’s value of
cultural distance between Qatar and China to cap-
ture the value of cultural distance between the
United Arab Emirates and China.

14We acknowledge other econometric techniques
such as two-stage least squares and general method
of moments have been used to address the endo-
geneity issue. However, when these techniques are
deployed, sample-induced endogeneity cannot be
corrected for because they have to use a restricted
sample of MNEs only.

15When the linear and squared terms of speed of
internationalization into culturally more similar
intra-regional host countries are included together,
their signs are positive and statistically significant
(b = 0.773, p = 0.001) and negative and statistically
significant (b = - 0.100, p = 0.001), respectively.
However, an inflection point for the predicted
inverted U-shaped relationship is 3.865 [0.773/
(2 * 0.100)], which is equal to 7.649 standard
deviations above the mean (7.649 * 0.47 + 0.27).
Hence, although the inflection point falls within
the range of our data, it is practically appropriate to
conclude that a tail of this inverted-U does not
exist. We believe that our conclusion echoes the
view that ‘‘a clearly predicted and empirically
supported effect provides more powerful evidence
than a curvilinear effect motivated only by the
existence of opposing effects’’ (Meyer, 2009: 190).
The results are available upon request.

16We thank an anonymous reviewer for bringing
this issue to our attention.
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APPENDIX

Heckman-Type Two-Stage Estimation Procedure
The endogeneity of internationalization speed per
se may not be a serious problem partly because p-
redetermined variables are used to operationalize
this construct and partly because our analyses use a
time lag structure (Wooldridge, 2009). As the den-
ominator of the independent variable in all anal-
yses, international experience partially resolves
reverse causality and corrects for omitted variables.
The reason is that it is unlikely that firm perfor-
mance or any omitted variable of importance cau-
ses changes in international experience, which
automatically accumulates over time. In addition,
as the denominator of the independent variable,
the cumulative number of a focal MNE’s foreign
subsidiaries may be less influenced by firm perfor-
mance. Specifically, the number of foreign sub-
sidiaries established in the past cannot be the result
of any change in firm performance in the current
year, meaning that this number will not be corre-
lated with the error term at time t. In fact, Garcı́a-
Garcı́a et al. (2017) empirically confirm that inter-
nationalization speed is not endogenous to firm
performance.

However, sample selection bias can occur when
firms in our sample can be endogenously self-
selected. Accordingly, our study runs the ordered
probit regression in Heckman’s first-stage selection
model, where purely domestic firms (i.e., firms
competing at home only) are coded 0, CMNEs
expanding within the home region only are coded
1, and CMNEs expanding outside the home region
are coded 2. We rank these three decisions alterna-
tives based on their performance implications.
Compared to CMNEs, purely domestic Chinese
firms are unlikely to face the liability of foreignness,
that is, incur the costs of doing business abroad
(Zaheer, 1995), thereby avoiding all flawed and ill-
fated globalization strategies in the first place. In
fact, Stadler, Mayer and Hautz (2015), analyzing
20 years’ worth of financial results for 20,000 firms
headquartered in 30 countries, document that firms
staying at home see bigger profits than firms going
global. Of course, in reality, many Chinese firms
ultimately engage in the race to globalize and
develop gradually, especially from domestic firms
to CMNEs. As Rugman and Verbeke (2007) point
out, however, not all CMNEs are affected by the

same liabilities of regional foreignness. CMNEs
expanding within the home region only are likely
to face the liability of intra-regional foreignness,
whereas CMNEs expanding outside the home region
are likely to face the liability of inter-regional
foreignness; accordingly, the latter are likely to incur
the greater costs of doing business abroad and hence
yield lower performance at least in the short run
than are the former. Taken together, all other things
being equal, the managerial decisions to become
purely domestic firms relative to CMNEs to expand
intra-regionally versus inter-regionally may not be
made randomly because of the performance impli-
cations of these decisions.

The first-stage selection model requires at least
one exclusion restriction to improve the validity of
the results of the Heckman models (Sartori, 2003).
The exclusion restriction, which is conceptually
similar to an instrumental variable, appears in the
first-stage selection model, only to predict whether
an observation appears in a sample so that it should
be highly correlated with the dependent variable in
the first-stage selection model, but uncorrelated
with the second-stage error term. In our study, we
use a provincial governor’s tenure, measured as the
number of years since the provincial governor was
inaugurated, as an exclusion restriction.

In China, provincial governors, who are not
elected but appointed by the central government,
may have political incentives to exert a significant
influence on the investment location decisions of
Chinese firms, as they are held responsible for
provincial economic performance. It is important
to note that Chinese provincial governors generally
retire from their positions unless they are promoted
to higher positions such as central government
ministry-level positions and provincial party secre-
taries. In particular, previous research has found
that provincial governors with shorter tenures are
more likely than their counterparts with longer
tenures to be promoted based largely on local
economic performance (Li & Zhou, 2005). Hence, a
newly appointed governor might aggressively pur-
sue new initiatives and policies that foster local
economic growth and market development activi-
ties in the province in which he or she governs so
that he or she is rewarded in advance of the
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promotion events (Piotroski & Zhang, 2014). Addi-
tionally, the newly appointed politician is willing
to protect his or her local Chinese firms’ interests,
while also preventing all firms, Chinese and for-
eign, transferring profits away from his or her
jurisdictional control. In such politically uncer-
tain situations, foreign firms indeed suffer a severe
decline in performance as their liability of foreign-
ness is heightened (Zhong, Lin, Gao, & Yang,
2019). It is then in the best interest of the Chinese
firm to invest for growth at home rather than
abroad.

While provincial governors have increasing
autonomy in using their power, it does not mean
that they shall adamantly refuse to implement
national policies (Walder, 1995). Most prominent
may be the central government-led ‘‘go global’’
policy formally declared in 2000 (Luo, Xue, & Han,
2010). This policy requires that provincial gover-
nors transform Chinese firms, many of which are
SOEs controlled by provincial governments, into
global champions by assisting their international-
ization efforts and foreign market development
activities (Deng, 2007; Luo & Tung, 2007). In fact,
the extent to which Chinese firms are internation-
alized during a governor’s tenure can be used as an
indicator of the province’s economic openness and
globalization (Buckley et al., 2007; Luo et al., 2010).
It is therefore important that provincial governors
embrace outward FDI, especially strategic asset-
seeking FDI, during their tenures. In this regard,
Chinese provincial governors with longer tenure in
their positions may develop the tenacity and risk
control ability to facilitate strategic asset-seeking
inter-regional internationalization relative to asset-
exploitation intra-regional internationalization. It
is also critical for CMNEs to receive stronger
support, both politically and financially, from a
provincial governor with tenure power, for their
inter-regional internationalization that is in and of
itself complex, uncertain, and expensive (Deng,
2007).

Taken together, we predict that as the tenure of a
provincial governor continues, some Chinese firms
operating in the governor’s province have height-
ened incentives to transform themselves from
predominantly domestic firms into CMNEs, some
of which in turn decide to operate outside the

home region. However, the provincial governor’s
tenure per se is not likely to have a direct effect on
financial performance, thereby becoming valid, or
exogenous, and satisfying the exclusion restriction.
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