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A B S T R A C T

What drives firms, particularly those from emerging economies, to engage in competitive catch-up with

world leaders? We study the first step leading to catch-up, namely the managerial intent to acquire

strategic assets that help closing the gap. Theoretically grounded in the awareness–motivation–

capability (AMC) framework of competitive dynamics, we identify key factors contributing to firms’

strategic intent to catch-up by acquiring strategic assets abroad. Using a sample of 154 Chinese firms, we

find that firms’ strategic assets seeking intent of foreign direct investment is influenced by their exposure

to foreign competition, their governance structure, and relevant financial and managerial capabilities.
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1. Introduction

‘‘Strategic intent’’ refers to a mentality of focusing on future
opportunities and long-term objectives for global leadership
beyond short-term strategic planning (Hamel & Prahalad, 1989).
It is, according to Hamel and Prahalad (1989, 2005), critical for
laggard firms to transform their competitive advantages and
catch up with, or even overtake, incumbent global leaders. An
important means to achieve such catch-up is to acquire strategic
assets overseas. Hence, strategic asset seeking (SAS) has become
an important strategic intent motivating foreign direct invest-
ment (FDI) (Dunning & Lundan, 2008; Kogut & Chang, 1991;
Makino, Lau, & Yeh, 2002). While principally applicable to all
firms, SAS intent for FDI has received heightened attention from
international business scholars due to the fast-paced interna-
tionalization of emerging economy (EE) multinational enter-
prises (MNEs) (Luo & Tung, 2007; Rui & Yip, 2008; Xu & Meyer,
2013). Recent studies suggest that, due to their lack of firm
specific advantages and weak locally available assets, EE MNEs as
‘‘late-comers’’ often engage in SAS FDI to acquire strategic assets
overseas (Boisot & Meyer, 2008; Child & Rodrigues, 2005; Li, Li, &
Shapiro, 2012; Luo & Tung, 2007).
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Research on strategic intent primarily focused on its con-
sequences. For example, researchers examined the impact of SAS
intent on EE MNEs, such as their use of cross-border acquisitions as
a mode of entry (Deng, 2009; Elango & Pattnaik, 2011; Madhok &
Keyhani, 2012) and their subsidiary ownership structures (Cui &
Jiang, 2009). In contrast, we lack understanding of the antecedents
of strategic intent, and SAS intent of FDI in particular, which is a
significant research gap because firms’ strategic intent is endoge-
nous to organizational characteristics and competitive environ-
ment they operate in (Rui & Yip, 2008). External and internal
variations thus lead to differences in strategic intent, and indirectly
then to different realized FDI strategies. Examining the ante-
cedents of firms’ SAS intent is therefore an important step toward
understanding FDI strategies of EE firms. Our central research
question thus asks: What factors contribute to the level of SAS intent

in internationalizing EE firms?

We approach the question through the awareness–motivation–
capability (AMC) framework of competitive dynamics. When
existing capabilities and locally available assets become inade-
quate for future competition, firms may aim to catch up by
strategically acquiring complementary assets overseas through
SAS FDI (Björkman, Stahl, & Vaara, 2007; Dunning & Lundan, 2008;
Meyer, Wright, & Pruthi, 2009). The AMC framework provides a
theoretical lens to study competitive actions, such as investments
in catch-up. The framework links strategic actions to managers’
awareness of their internal needs and external opportunities for
strategic assets, their motivation to take high risks in view of large
potential long-term benefits, and their capability to identify and
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acquire appropriate strategic assets overseas. We argue that these
decision-maker level constructs are driven by the firms’ markets,
governance, and capability. With this extension, the AMC
framework allows us to identify important antecedents leading
to firms’ intent to seek strategic assets through FDI.

The empirical context of our study is outward FDI of Chinese
firms. The rapid growth of Chinese MNEs over the past decade
induced scholars to re-evaluate and extend their theories (Bruton
& Lau, 2008; Buckley et al., 2007; Cui & Jiang, 2012). In particular,
many Chinese MNEs pursue FDI with the intent to acquire strategic
assets, rather than exploit existing resources and capabilities (Liu &
Woywode, 2013; Luo & Tung, 2007; Rui & Yip, 2008). In other
words, they use FDI as a channel to overcome their disadvantages
vis-à-vis existing and potential global rivals (Child & Rodrigues,
2005; Deng, 2009; Mathews, 2002), and hence to accelerate their
internationalization process (Meyer & Thaijongrak, 2014). How-
ever, not all Chinese MNEs pursue strategic assets; they also
pursue traditional motives of markets and efficiency. Thus, the
significance of this SAS intent, and the variation among firms in
their intents, makes Chinese MNEs an ideal empirical setting to test
our hypotheses.

This study offers several contributions. First, we contribute to
the understanding of strategic intent in international business.
Intentionality is a key factor for understanding firm internationali-
zation strategy (Hutzschenreuter, Pedersen, & Volberda, 2007).
Current research, however, does not well explain what drives firms
to develop strategic intent in the first place. Since strategic intent is
not exogenous, random, or directly observable (Rui & Yip, 2008),
understanding its determinants enhances the utility of this
construct in business research.

Second, we contribute to explaining puzzles identified in recent
empirical studies of the EE MNEs. Specifically, despite their early
stage of internationalization and limited international experience
(Meyer & Thaijongrak, 2014), many EE firms make large
international commitments leading them to adopt aggressive
entry modes to accelerate their internationalization (Deng, 2009;
Klossek, Linke, & Nippa, 2012; Luo & Tung, 2007; Ramamurti &
Singh, 2009; Rui & Yip, 2008). Our study of the antecedents of EE
firms’ strategic intent sheds light on which firms choose such an
aggressive path of SAS driven internationalization.

Third, we extend the application of the AMC framework in
international business. Prior competitive dynamics research has
predominantly focused on existing rivals in currently contested
markets (Chen, 1996; Chen & Miller, 1994; Gimeno, 1999; Yu &
Cannella, 2007). We focus on a competitive catch-up setting and
discuss how the AMC dimensions can be interpreted under such
conditions. Thereby, we demonstrate the usefulness and limita-
tions of this framework in explaining long-term-oriented compet-
itive actions by potential challenger firms.

2. Theoretical framework

SAS FDI intent is distinct among FDI intents in that it provides
the foundation for competitive actions aiming for a long-term
competitive catch-up strategy. We analyze these intents through
the lens of the AMC framework of the competitive dynamics
literature, which we extend to a competitive catch-up context. We
first introduce the concept of SAS FDI, and then present the AMC
framework as a theoretical base to study SAS intent of FDI.

2.1. Strategic asset seeking FDI and competitive catch-up

The FDI literature distinguishes four main motives of FDI –
natural resource seeking, efficiency seeking, market seeking, and
strategic asset seeking (Buckley et al., 2007; Dunning, 1998;
Makino et al., 2002). This distinction of intents is important
because different FDI intents reflect different strategic orientations
and fulfill different competitive and growth objectives (see Table
1).

Natural resource seeking aims to secure a firm’s supply of
resource inputs either for its own production or for sales to
business partners outside the host country (Ramasamy, Yeung, &
Laforet, 2012). While natural resource seeking FDI may enhance a
firm’s supply reliability and thus protect its current competitive
position, it does not normally improve the firm’s ability to utilize
and add value to the resources, which is the key factor
differentiating a market leader from the followers. Market seeking
FDI aims to strengthen a firm’s market presence in existing or new
foreign markets. It often involves the acquisition of local assets
that are expected to gain competitive advantages in specific
markets. However, in contrast to SAS, market-seeking objectives
are limited to the host country (or region), and do not involve
upgrading or change of the investing parent organization.
Efficiency seeking is often subsequent to market seeking as
efficiency is gained from integrating operations in multiple
foreign markets to achieve rationalization and global synergy
(Dunning & Lundan, 2008). Efficiency seeking FDI serves to
exploit, and possibly extend, existing firm competitive advan-
tages in the short-to-medium term; but it does not fundamentally
transform a firm’s core competence to enhance its long-term
competitiveness. In general, natural resource seeking, market
seeking, and efficiency seeking intents, while potentially and
incrementally contributing to an EE firm’s global competitiveness,
are not sufficient to drive a catch up with global leaders who
possess superior strategic assets.

As shown in Table 1, SAS intent is distinct from the other FDI
intents in that it is assets-exploring in nature and aims to
transform the investor’s core competency and competitive
position (Dunning & Lundan, 2008; Kogut & Chang, 1991; Makino
et al., 2002). SAS FDI involves the acquisition of knowledge-based
resources that exist outside the firm’s boundaries such as
technology, brands, and managerial know-how. Moreover, this
process of acquisitive learning enables experimental learning,
where the firm integrates and exploits the acquired strategic assets
to create firm-specific advantages (Zahra, Nielsen, & Bogner, 1999).
Ultimately, SAS FDI is intended to renew a firm’s core-competences
and markets by enabling radical improvements to its current
knowledge base and competitive position. It typically involves
aggressive and long-term oriented competitive actions which form
the foundation for a competitive catch-up strategy (Li et al., 2012;
Luo & Tung, 2007; Rui & Yip, 2008). Therefore, compared to other
FDI intents, SAS intent reflects an EE firm’s strategic objective to
transform its core-competences and catch-up and compete with
global market leaders in the long run.

2.2. Extending the AMC framework to a competitive catch-up context

The AMC framework suggests that the choice of strategic
actions is driven by decision makers’ awareness, motivation, and
capability (Chen, 1996; Smith, Ferrier, & Ndofor, 2001). It has
guided research in competitive dynamics (Chen, 1996; Chen &
Hambrick, 1995; Chen, Su, & Tsai, 2007; Ferrier, 2001), as well as
international business (Hutzschenreuter & Gröne, 2009; Gimeno,
1999; Meyer & Sinani, 2009; Yu & Cannella, 2007).

Most applications of the AMC framework have focus on
competitive actions between existing rivals at leveled or similar
competitive positions. However, we are interested in strategic
actions that aim at competitive catch-up, where firms pursue
strategic intent to transform their competitive positions against
market leaders to whom they aim to catch up in the future (Hamel
& Prahalad, 1989). We therefore use the AMC dimensions to guide
our search for external and internal characteristics of firms that



Table 1
Comparison of primary FDI intents.

FDI intents Main objectives Targets in host country Managerial challenges

Natural resource

seeking

To secure stable, low-cost, and high

quality natural resource supply

Supply of natural resources:

� As commodities

� As internal production inputs

Overcoming institutional barriers to legitimize

resource seeking activities

Market seeking To sustain or protect existing

markets (by circumventing trade

barriers), or to exploit or promote

new markets

Host country market condition:

� Market size

� Market growth prospect

Simultaneously exploiting existing core

competence and achieving local responsiveness

to develop host market based capabilities

Efficiency seeking To achieve economy of scale

and scope, and risk diversification

Low cost and availability of:

� Labor

� Natural resources

� Capital

Protecting and extending existing core

competence by global integration of foreign

operations

Strategic asset seeking To pursue long-term strategic

objectives – especially that of

sustaining or advancing global

competitiveness

Unique, intangible, and

organizationally

embedded assets:

� Advanced technology

� Brand assets

� Managerial know-how

Transforming and upgrading core competence by

identifying, acquiring, and reverse-transferring

intangible strategic assets

Table 2
AMC framework for competitive catch-up.

The AMC dimensions

that underlie strategic

intent for competitive

catch up

Awareness

Being aware of a firm’s strategic

needs and growth opportunities

focusing on potential rivals in

markets where the

focal firm intends to compete in

the future

Motivation

Motivated by current competitive disadvan-

tages that hinder a firm’s future growth, and

by the potential gain of sustainable

competitive-ness in the long-term

Capability

Supported by capabilities that release a firm from

short-term constraints and enable sustained

efforts to identify, capture, and benefit from a

growth opportunity

Organizational antecedents
Market structure Exposure to competitors with

superior competitiveness

enhances firm’s awareness of the

competence gap and the need to

catch-up

Exposure and frequent interaction with

superior competitors increase incentives to

pursue a catch-up strategy for survival and

success

No direct linkage

Governance structure The presence of certain owners

enhances managers’ awareness

of the strategies that owners

might favor.

Certain types of ownership provide incentives

for a firm to engage in high-risk behaviors for

the pursuit of long-term gain

Certain ownership structures free a firm from

short-term constraints and enables it to mobilize

its resources to support high-risk and long-term

investments

Financial capability No direct linkage Firms are motivated to utilize slack financial

resources for searching behaviors as it reduces

the overall cost of risk-taking

Firm internal financial resources are critical to

finance high-risk and long-term investments in a

firm’s future competitiveness

Managerial capability Managerial experience supports

information seeking and

processing for a firm to build

high awareness of its

competitive position against

future rivals

Managerial experience motivates managers to

exploit their experience for both personal and

organizational gain.

Managerial capability enables a firm to identify

catch-up opportunities and to better utilize its

resources to capture the opportunities
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would allow us to predict their likely strategic intent for
competitive catch-up. This approach enables us to theoretically
relate firms’ external market and governance structure, as well as
their internal financial and managerial capabilities with their
strategic intent for competitive catch-up (Table 2).

The awareness dimension highlights the information-seeking
and information-processing aspects of decision making (Smith &
Grimm, 1991). In particular, awareness is grounded in decision
makers’ cognition and knowledge of the competitive environment
(Kilduff, Elfenbein, & Staw, 2010; Marcel, Barr, & Duhaime, 2011).
In the catch-up context, exposure to competitors and owners as
well as experiential knowledge shape managers’ awareness of
strategic needs of firm and opportunities to close competence gaps.

The motivation dimension addresses perceived incentives of
action (Vroom, 1964). For firms to engage in competitive catch-up,
the incentives arise from a long-term perspective of growth,
competitiveness and, ideally, market leadership. Motivation thus is
likely to be higher for firms with governance structures that
incentivize potentially high-risk and high-return strategic invest-
ments with long pay-back periods. Motivation to search is also
supported by slack resources which buffer the negative con-
sequences of risk-taking (Nohria & Gulati, 1996).

The capability dimension indicates that competitive actions are
more likely to be successful when supported by financial and
managerial resources (Hambrick, Cho, & Chen, 1996; Smith et al.,
2001). Of particular importance for competitive catch-up are
internal financial resources and managerial capabilities that
enable major acquisitions of complementary assets, and a
governance structure that allows the concentration of resources
in high-risk and long-term investments.

3. Hypotheses development

We aim to identify observable firm-level antecedents of SAS
intent of FDI, and therefore follow Ferrier (2001) and Yu and
Cannella’s (2007) approach of using AMC framework as a
theoretical lens to identify drivers of one or more decision-maker
level dimensions of the AMC framework. This approach (see Table
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2) led us to firm-level factors likely to influence strategic intent,
including market structure, governance structure, financial capa-
bility, and managerial capability categories.

3.1. Market structure

Awareness of opportunities and threats in a firm’s markets is
based on the firm’s cognition of its pertinent competitive
environment, and its knowledge about existing and potential rivals.
Both cognition and knowledge are formed and enhanced from direct
exposure to the pertinent markets and competitors (Gimeno, 1999;
Marcel et al., 2011; Kilduff et al., 2010). Being ‘‘late-comers’’ to global
markets, EE firms’ cognition and tacit knowledge about their
competitive environments are primarily derived from their home
markets where they have the most direct and prolonged engage-
ment as well as the most embedded interests. Hence, the nature and
types of firms faced in the home market influences what competitive
opportunities and threats firms are aware of.

Direct competition with foreign investors in their home market
exposes firms to immediate and future competitive threats. It
creates awareness of the competence gap between EE firms and
their potential global rivals, and the strategic assets needed to close
that gap. Prior studies suggest that firms aware of the competitive
threats from inward FDI respond with competitive actions such as
expanding their geographic scope and counter-attacking the home
markets of foreign competitors (Hutzschenreuter & Gröne, 2009;
Knickerbocker, 1973). These studies are based on an oligopolistic
competitive setting where the responding firms are of similar
ability as the attacking firm. For firms with relative competitive
disadvantages, a direct counter-attack may not be viable because
foreign ‘‘invaders’’ can draw on their global resource base to
strengthen their competitive position. By understanding the
competence gap, these firms become aware of the necessity to
undertake competitive catch-up before they can effectively
respond to attacks from more competitive foreign MNEs. For
example, EE firms have emphasized organizational learning to
develop technological, managerial and international business
capabilities, and gradually evolved from defending niche markets
to challenging global leaders (Dawar & Frost, 1999; Khanna &
Palepu, 2006; Meyer & Thaijongrak, 2014).

In addition to the awareness of competitive threats and the
need to catch up, inward FDI also contributes to firms’ cognition of
what and how to catch up. The more firms engage on their home
turf with foreign competitors, the more they become aware of how
these competitors behave, and what strategic assets they use to
build their competitive market positions. For example, through
first hand observation, they may become aware of the tactics used
to achieve a friendly or hostile take-over. Moreover, exposure to
foreign competition in the home market also increases firms’
motivation to seek strategic asset overseas. Since laggard firms
cannot win against global leaders by passively protecting their
current competitive edge, they perceive greater incentives to
proactively explore complimentary strategic assets overseas to
transform their competitive position.

Hence, the more a firm faces competitive pressures from foreign
investors in its home market, the higher the awareness of not only
the need but also the means to seek strategic assets overseas, as
well as the perceived motivation of strategic asset seeking.

Hypothesis 1. Exposure to foreign competitors in the home market
is positively related to a firm’s strategic asset seeking intent in FDI.

3.2. Governance structure

SAS FDI is more risky than other forms of FDI and normally
yields substantial returns only in the long run (Luo & Rui, 2009; Rui
& Yip, 2008). Hence, the incentives for decision makers to take such
risks are critical for firms to invest in strategic asset seeking. Prior
research highlights ownership and governance structures as key
factors creating incentives to pursue different competitive strate-
gies (Peng, Tan, & Tong, 2004; Thomsen & Pedersen, 2000). For
example, the different types of ownership of EE firms have
implications for firms’ strategic orientation and attitude toward
growth (Peng et al., 2004).

Privately owned entities have shown prominent growth in
emerging economies despite the continued strength of state-owned
firms. The distinct capability, structure, and competitive pressure of
private firms relative to state-owned firms lead to their desire for
growth and motives to seek strategic assets overseas. Without
implicit state guarantees and protection, private firms are more
vulnerable to market volatility and foreign competition, and need to
ensure their survival in the marketplace. Private firms also lack
bargaining power when forming home-based joint ventures with
foreign firms who may be reluctant to transfer core competence to
their emerging market partners (Cui & Jiang, 2009; Rui & Yip, 2008).
They thus adopt more aggressive approaches to growth that are
supported by their relatively simple and flexible structure (Peng et
al., 2004). Moreover, some private firms may find the institutional
environment overly restrictive and biased against them, and
therefore prefer to pursue growth abroad rather than at home
(Boisot & Meyer, 2008; Liang, Lu, & Wang, 2012). In addition, private
firms may be more exposed to market competition and hence more
aware of strategic urgency to periodically transform their competi-
tive positions. This high awareness level reinforces their motivation
to seek strategic assets overseas.

In contrast, state-owned firms benefit from linkages with the
government to secure preferential access to financial capital and
domestic R&D resources (e.g. universities and research laborato-
ries) and hence face less urgency to seek strategic assets abroad
(Chen, Sun, Tang, & Wu, 2011; Cull & Xu, 2003; Luo, Xue, & Han,
2010). When it comes to the motives for overseas FDI, state-owned
enterprises (SOEs) are more likely to pursue political objectives for
which they receive state-backing (Cui & Jiang, 2012; Morck, Yeung,
& Zhao, 2008), while private firms are relatively free from such
political influence and constraints and tend to pursue strategic
intents to improve their long term flexibility, profitability, market
position, and other strategic interests (Kim & Hwang, 1992; Luo,
Zhao, Wang, & Xi, 2011).1

Moreover, from a governance perspective, managers of firms
with private control perceive greater incentives to align personal
and corporate interests and pursue long-term oriented strategies,
than do those of SOEs. The state as a shareholder often lacks effective
monitoring incentives and capabilities compared to private share-
holders (Tenev, Zhang, & Brefort, 2002; Tihanyi, Johnson, Hoskisson,
& Hitt, 2003; Yoshikawa & Rasheed, 2010), resulting in extensive
potential agency problems. Based on agency theory, self-entrenched
managers are often ‘‘risk averse’’ with respect to firm strategies in
order to lower their professional risk (Wiseman & Gomez-Mejia,
1998; Williamson, 1963), and are more likely to pursue lower-risk
and short-term oriented strategy, so as to secure employment and
career success. In the Chinese context, managers of SOEs are
routinely rotated between public sector roles and SOE leadership
roles, and across SOEs in different sectors (Brødsgaard, 2012). Their
promotion depends on the performance within their tenure, by both
political and economic criteria. This type of career path implies that
managers of SOEs have little interest in long term opportunities that
entail short term risks (Lin, 2011).
government policy. However, our study focuses on manufacturing sectors only.
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In general, given the strategic motivations of private share-
holders and the managerial incentives supported by a governance
structure different from that of SOEs, private firms are more likely to
seek strategic assets overseas using aggressive approaches such as
cross-border acquisition. For instance, Geely’s acquisition of Volvo in
2010 was an aggressive move by the privately-owned Chinese car-
maker to catch up with the global leading firms who have joint
operations with large Chinese SOEs. Accordingly, we hypothesize:

Hypothesis 2a. Private ownership is positively related to a firm’s
strategic asset seeking intent in FDI.

Risk taking behavior also results from the divergence between
the control rights and cash-flow rights in a pyramidal ownership
structure, known as ‘‘excess control’’ (Morck, Wolfenzon, & Yeung,
2005; Yeh & Woidtke, 2005). A firm with a pyramidal ownership
structure is controlled by an ultimate owner, who uses a chain of
combined cash-flow rights of its affiliates within the pyramid to
control the firm (Claessens, Djankov, Fan, & Lang, 2002: 2743).
Hence, the ultimate owner can attain control of the firm without
the equivalent level of financial investment, and derive private
benefits that can considerably outweigh the losses associated with
the equity investment. This potential entrenchment by the
ultimate owner comes at the expense of firm value and hence
minority shareholders (Claessens, Djankov, & Lang, 2000; Yeh &
Woidtke, 2005). Pyramidal structures are common among
business groups in many Asian countries (Peng & Jiang, 2010;
Claessens et al., 2002), including China (Liu & Sun, 2005; Luo, Wan,
& Cai, 2012). Yiu (2011) reports that Chinese business groups
controlled by either the state (e.g. China Mobile, Shougang Group)
or private owners (e.g. Lenovo Group, Huawei Group) account for
the majority of China’s outward FDI by capital invested.

A high level of excess control has three potential consequences
on firms’ FDI in a competitive catch-up context. First, excess
control can motivate the ultimate owner to pursue prestige driven
acquisition at the expense of shareholder value (Masulis, Wang, &
Xie, 2009). For example, research on EE MNEs suggests that
enhancing national pride through acquiring high-value foreign
assets is an important private benefit of excess control (Hope,
Thomas, & Vyas, 2011; Morck et al., 2008). Second, excess control
can increase ultimate owners’ risk-taking propensity when
conducting FDI. As cross-border acquisition is a high risk growth
mode, firm owners with excess control may be more motivated to
pursue this growth mode because excess control enables them to
disperse the risks of investment to other shareholders.

Third, excess control increases the focus on long-term strategic
objectives over short-term financial measures. A long-term orien-
tation can be better sustained if the firm is able to sacrifice short-
term shareholder value. Hence, ultimate owners with excess control
have been observed to perceive larger incentives to engage in
corporate empire building (Holmén & Högfeldt, 2009; Morck &
Yeung, 2004), and to obtain strategic assets that in the long-term can
create positive spill-overs to other affiliated firms (Yiu, 2011; Yiu, Lu,
Bruton, & Hoskisson, 2007). In summary, excess control allows
ultimate shareholders to benefit more from risk-taking by sharing
the risks with other shareholders while retaining greater benefits.
Therefore, high excess control both motivates and enables firms to
conduct SAS FDI because such investments offer high prestige, high
risk, and the potential for long-term strategic pay-offs.

Hypothesis 2b. Excess control of the ultimate owner is positively
related to a firm’s strategic asset seeking intent of FDI.

3.3. Financial capability

Internal financial resources are critical to finance the heavy up-
front investments typically associated with the acquisition of
strategic assets. Due to the high risk nature of SAS FDI, and
information asymmetry regarding the firm’s ability to realize
the value of the acquisition, external financing of such
acquisitions may be expensive. Thus, SAS is facilitated by
readily available internal finance in form of financial slack or
past profits.

Financial slack (or unabsorbed slack) refers to ‘‘liquid assets and
riskless borrowing capacity beyond what is needed to meet current
operating and debt servicing needs’’ (Smith & Kim, 1994: 283).
Slack exhibits two important features: it can be easily deployed
when needed (Ferrier, 2001), and firms are motivated to utilize it to
stay competitive (Tan & Peng, 2003). Research suggests that
financial slack can act as a resource cushion, which allows a firm to
initiate strategic changes in response to its competitive environ-
ment, because it protects the firm from the uncertain success of
risk-taking and experimentation (Bourgeois, 1981; Nohria &
Gulati, 1996). Empirical evidence shows that firms with higher
levels of financial slack are more successful in taking competitive
actions, such as actively responding to competitive attacks (Ferrier,
2001; Hambrick et al., 1996) or undertaking corporate entre-
preneurship (Yiu, Lau, & Bruton, 2007).

Likewise, investments in competitive catch-up often require
internal financial resources, because of the high price to be paid for
strategic assets and the obstacles to finance high risk projects
externally. Sufficient financial slack can reduce the anxiety and
concern over foreign operations, promoting risk-taking strategies
in firm internationalization (Lin, Cheng, & Liu, 2009). In contrast,
when a firm has low financial slack, it tends to be risk adverse and
focus first and foremost on short-term performance rather than on
more uncertain strategic actions (Nohria & Gulati, 1996). Based on
the ‘‘threat-rigidity’’ argument of Staw, Sandelands, and Dutton
(1981), when a firm’s survival is in doubt (thus having low financial
slack), it becomes rigid and its risk taking is reduced. Financial
slack thus gives firms both motivation and capability to take risk,
we argue,

Hypothesis 3a. Financial slack of a firm is positively related to its
strategic asset seeking intent of FDI.

Another source of internal finance is retained profits arising
from past performance. Relatively better performing firms are
closer to the productivity frontier, and therefore have various
resources that would help to catch up successfully. They likely
have higher levels of structural efficiency and absorptive capacity,
which enable the integration and exploitation of externally
sourced strategic assets (Björkman et al., 2007). Firms that are too
distant from the competitive frontier are likely to face higher costs
of catch-up and, rather than being caught in a seemingly endless
game of catch-up, they may choose to strategically retreat or exit
(Hamel & Prahalad, 1989). Moreover, strongly performing firms
are likely to have accumulated resources, capabilities and
reputation that make it easier to bid for foreign assets and to
attract foreign business partners, which are the two primary
methods of acquiring strategic assets overseas (Luo & Tung, 2007;
Meyer, Estrin, Bhaumik, & Peng, 2009; Yiu, Lau, et al., 2007).
Hence, stronger past performance indicates greater capability to
make strategic investments aimed at closing the gap to global
industry leaders, and hence to develop strategic asset-seeking
intent.

Moreover, the expectancy-valance argument (Vroom, 1964)
suggests that perceived capability to obtain certain rewards
reinforces the motivation to pursue that reward. In the context
of SAS FDI, the most motivated firms are usually those with the
highest possibility to succeed backed by financial resources and
successful prior experience. Therefore, similar with financial slack,
superior past performance both motivates and enables firms to
engage in SAS FDI.
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Hypothesis 3b. Past performance of a firm is positively related its
strategic asset seeking intent of FDI.

3.4. Managerial capability

The acquisition of strategic assets overseas requires extensive
managerial resources to lead the acquisition and integration
process, to operate the acquired unit abroad effectively, and to
ensure that interfaces with foreign employees and business
partners are sensitive to institutional and cultural differences
(Capron, Dussauge, & Mitchell, 1998; Hennart & Reddy, 1997).
Such knowledge about foreign business environments is however
to a large extent tacit, and must therefore be gained experientially
through actual operations in the pertinent locations and by
engaging with local business partners (Johansen & Vahlne, 2009;
Santangelo & Meyer, 2011). Moreover, managerial resources are
the foundation for higher level capabilities, such as the dynamic
capabilities to react to volatile competition, and to enter new
markets (Helfat & Peteraf, 2003). We posit that capabilities to
successfully manage SAS FDI are in particular created through the
firm’s own international business experience.

Basic experiential learning about international business occurs
through exports, which expose a firm to global competition
(Aulakh & Kotabe, 1997), and provide interaction with foreign
customers. The greater the intensity of a firm’s export activity, the
more frequently it engages in cross-border business transactions,
and consequently the more international business knowledge it
can accumulate. Export experience thus helps to evaluate the
conditions in foreign locations and contributes to a firm’s
capability of entering and operating in foreign markets. It reduces
costs of subsequent investment and of consecutive upgrades to
higher commitment modes such as FDI (Johansen & Vahlne, 2009).
The capability of obtaining and decoding international market
information can further enhance firms’ awareness level about their
competitive position vis-à-vis future potential rivals in the global
market. Hence, higher levels of export intensity enhance firms’
capability and awareness to strategically engage with global
competition.

Hypothesis 4a. Export experience is positively related to a firm’s
strategic asset seeking intent of FDI.

More than exports, an overseas operation enables a firm to
become more familiar with the competition environment of that
operation, enhancing its ability to evaluate the needs of customers,
to estimate costs and returns, and to assess the economic potential
of new markets (Clarke, Tamaschke, & Liesch, 2012; Li & Meyer,
2009). This in turn reduces the firm’s ‘‘liability of outsidership’’
(Johansen & Vahlne, 2009) and enhances its opportunity recogni-
tion. In other words, the firm is more capable to manage the
geographic allocation of resources and activities for global synergy
effects (Kim & Hwang, 1992) and the knowledge flows between
units of the MNE and between subsidiaries and local communities
of practice (Gupta & Govindarajan, 2000; Tallman & Chacar, 2011;
Tsai, 2001). The marginal costs of adding a new business unit thus
decline with increasing scope of the international operations
because some of the routines and processes developed from prior
experience can be shared. Critically, existing operations contribute
information and help information processing, which in turn
strengthens firms’ strategic awareness level and capability to
engage in strategic moves for catch-up. Firms experienced in
operating FDI are thus more likely to develop strategic asset
seeking intent:

Hypothesis 4b. FDI experience is positively related to a firm’s
strategic asset seeking intent of FDI.
4. Methods

4.1. Sample and data collection

We test our hypotheses in the Chinese context where SAS
outward FDI has been particularly prominent (Deng, 2009; Luo
et al., 2011; Ramamurti & Singh, 2009; Rui & Yip, 2008). Our
sampling frame consists of all manufacturing firms that are
publicly listed in China during 2007–2010. A total of 1047 firms are
identified.

We collected data for the dependent and independent
variables from separate sources to avoid common methods
biases. Our dependent variable, the SAS intent of FDI is a latent
construct measured by a survey instrument responded to by key
decision makers of the sample firms during March–June 2010.
Prior to the survey delivery, we obtained contact details of the
senior executives of sample firms from annual reports and stock
exchange databases, and conducted telephone pre-screening to
(1) identify in each firm the senior executive who was the most
cognizant and influential in the firm’s FDI decision making, (2)
establish initial contact and explain our research objectives, and
(3) seek their initial consents to participate in the questionnaire
survey. We then sent out the questionnaire to these pre-
identified respondents by facsimile. The questionnaire was
designed in English and translated into Chinese by two bilingual
academics with expertise in FDI literature. The questionnaire
was reverse-translated for accuracy and pre-tested in an EMBA
class of Chinese managers to ensure the meanings of the
questions were easily understandable. The questionnaires were
coded using the stock codes of the sample firms. Among the 158
returned questionnaires, 11 were removed due to missing data.
Overall the survey yielded a total of 147 usable returns. The
14.04% response rate is comparable to those of prior survey
studies involving senior executives (Kriauciunas, Parmigiani, &
Rivera-Santos, 2011).

Data for our independent variables were collected from
secondary sources, matching responding firms by stock codes.
The main sources were the Osiris database of Bureau van Dijk,
supplemented by annual reports of the firms. The independent
variables were collected for year 2009, which is the latest reporting
year prior to the intention survey. Some descriptions of the 147
sample firms are presented in Table 3.

We performed non-response-bias tests to examine if self-
selection problems existed in our survey. Using the Osiris database,
we collected non-respondents’ information on firm size, age,
return on sales, return on assets, return on equity, market
capitalization, and earning per share, and compared them with
those of the respondents. Mean comparison t-tests did not return
any significant results. We also followed Heckman’s two-stage
procedure and estimated a Probit model of selectivity on
identifying variables including firm size, age and return on sales.
None of the variables were significant and the Probit model was
also non-significant. The Inverse Mills’ ratio (lambda) calculated
from this procedure was also non-significant when entered in a
regression model where a composite score of strategic asset
seeking intent was regressed on the independent variables. Based
on the results from these procedures, we conclude that there is no
evidence of self-selection problems.

4.2. Dependent variable: SAS intent of FDI

The FDI literature outlines four intents of firms’ FDI activities
(Dunning & Lundan, 2008). Among the four main FDI intents,
natural resource seeking is predominant in the primary sector and
is largely driven by the business nature of that industrial sector as
well as the natural resource endowment of countries (Ramasamy



Table 3
Sample firm description.

Size (employee number) Pyramidal ownership structure FDI target country

Less than 300 5 Yes 56 Argentina 1 Japan 5

300–999 22 No 91 Australia 3 Jordan 1

1000–1999 40 Total 147 Belgium 1 Malaysia 3

2000–4999 48 Brazil 3 Mexico 2

5000–10,000 20 Primary industry affiliation (SIC 2) Canada 3 New Zealand 2

More than 10,000 12 Food and kindred (SIC 20) 19 Chile 2 Nigeria 2

Total 147 Textile and clothing (SIC 22–23) 17 Colombia 1 Philippines 4

Paper and allied (SIC 26) 7 Croatia 2 Poland 1

Size (total assets in mil. USD) Chemicals and allied (SIC 28) 37 Czech 1 Romania 2

Less than 100 18 Material processing (SIC 29–34) 20 Denmark 1 Russia 3

100–199 25 Machinery (SIC 35) 11 Egypt 1 Saudi Arabia 1

200–499 54 Electronic (SIC 36) 21 Finland 1 Singapore 2

500–999 26 Transportation equipment (SIC 37) 11 France 2 South Korea 3

1000–4999 21 Other manufacturing (SIC 39) 4 Germany 9 Spain 4

More than 5000 3 Total 147 Greece 1 Sweden 1

Total 147 HK 27 Switzerland 1

Total industry affiliation (sales segments at 3-digit

SIC)

Holland 1 Thailand 5

State shareholding Active in one industry only 60 Hungary 1 Turkey 1

Controlling (more than 50%) 18 Active in two industries 66 Iceland 1 UAE 1

Non-controlling 56 Active in three industries 17 India 4 UK 4

None 73 Active in more than three industries 4 Indonesia 1 US 22

None 147 Total 147 Israel 1 Vietnam 4

Italy 5 Total 147

Table 4
Final FDI intent scales.

Construct and indicators Factor loading t-Value R2-value Coefficient H

Strategic asset seeking intent 0.78
STG1: We intend to seek foreign technology through outward FDI 0.63 10.07 0.39

STG2: We intend to acquire foreign brand assets through outward FDI 0.54 7.80 0.29

STG3: We intend to acquire managerial know-how while conducting outward FDI 0.71 12.33 0.50

STG4: We intend to obtain global business information through outward FDI 0.78 14.55 0.61

Market seeking intent 0.76
MKT1: We intend to conduct outward FDI to bypass trade barriers 0.60 9.04 0.36

MKT2: We intend to facilitate trade activities by conducting outward FDI 0.58 8.57 0.34

MKT3: We intend to expand into foreign markets through outward FDI 0.75 12.81 0.57

MKT4: We intend to increase foreign sales by conducting outward FDI 0.66 10.38 0.42

Efficiency seeking intent 0.74
EFF1: We intend to optimize firm’s global asset configuration 0.58 8.39 0.34

EFF2: We intend to achieve efficient division of labor in home and foreign locations 0.68 10.85 0.47

EFF3: We intend to achieve cross-border horizontal (product) specialization 0.67 10.42 0.44

EFF4: We intend to achieve cross-border vertical (process) specialization 0.64 9.90 0.41
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et al., 2012). Given our focus on manufacturing firms, natural
resource seeking intent is not of empirical concern. The other FDI
intents, namely efficiency seeking, market seeking, and strategic
asset seeking, are more closely related to firm heterogeneity and
are often simultaneously pursued by EE manufacturing firms (Luo
& Rui, 2009; Makino et al., 2002). Therefore, while we focus on
firms’ SAS intent in this study, we also incorporate market and
efficient seeking intents in our scale development and model
robustness test to account for the possible covariance between the
different FDI intents.

We adapt survey items from prior research and institutional
surveys to measure FDI intents. Specifically, for strategic asset
seeking, Luo (2002) identified product and process technology,
industrial intellectual properties rights, and organizational and
managerial skills as the key strategic assets firms intend to acquire
abroad. Meyer and colleagues developed a survey instrument to
identify the tangible resources firms acquire overseas for compe-
tence-building, which includes brand names, network assets,
innovative capability, managerial capability, technological know-
how, among others (Meyer, Estrin, et al., 2009; Santangelo &
Meyer, 2011). In the Chinese context, researchers have discussed
and measured Chinese firms’ intent to seek proprietary technology,
brand assets, managerial capability, and channel information
through outward FDI (Cui & Jiang, 2009; Deng, 2009; Morck et al.,
2008; Rui & Yip, 2008). With regard to other FDI intents, the
Economic Intelligence Unit (EIU, 2010) and the China Council for
the Promotion of International Trade (CCPIT, 2010) also conducted
recent surveys on firms’ various FDI intents. We deliberately
exclude items related to natural resource seeking intent because
our sample firms are manufacturing firms. While they may acquire
natural resources or raw materials overseas, such activities can be
largely regarded as vertical rationalization to enhance global
production efficiency.

As a result, our final scales consist of 12 items measuring
firms’ SAS, marketing seeking, and efficiency seeking intents of
FDI (see Table 4). A confirmatory factor analysis on these items
demonstrates satisfactory scale reliability and evidence of
convergent validity of the constructs. The results of the factor
analysis are presented in Table 4. We assess discriminant
validity of our scales following Anderson and Gerbing’s (1988)
recommended procedure using structural equation modeling
(SEM). We found that all nested models were significantly
inferior to the original model in which the three FDI intents
were treated as separate factors. We thus conclude that the
three FDI intents produced by our scales are adequately distinct
from each other.
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4.3. Independent variables

Exposure to foreign competition is measured based on inward FDI
penetration, following the method used by (Hutzschenreuter &
Gröne, 2009). We calculate the ratios of inward FDI’s contribution
to the total GDP value-added for SIC three-digit industries. As a
firm engages in multiple SIC three-digit industries, this measure is
operationalized to the firm level by applying industry-segment-
sales weightings. Specifically:

Exposure to foreign competitioni ¼
X

j

Si j

Si

� �
�

IFDIGDP j

GDP j

� �

where i denotes the firm and j denotes the SIC three-digit industries a
firm is affiliated with. Sij is the sales of firm i in industry j, and Si is the
total sales of firm i. IFDIGDPj is the value-added by inward FDI in
industry j, and GDPj is the total value value-added in industry j. The
higher the weighted ratio, the more foreign competition a firm is
exposed to in the domestic market.

Private ownership is measured as the total percentage of equity
ownership held by private entities in a publicly listed firm. We
identify private entities using Delios, Wu, and Zhou’s (2006)
systematic categorization of shareholder types in publicly listed
Chinese firms.

Excess control is measured following the method used by La
Porta, Lopez-de-Silanes, and Shleifer (1999) and Claessens et al.
(2000). It is the difference between an ultimate owner’s control
rights and cash-flows rights in the focal firm, where the control
rights are the sum of the weakest links (namely smallest
ownership stakes) in the ownership chains of the ultimate owner,
and the cash-flow rights are the sum of the products of ownership
stakes along all the ownership chains (Claessens et al., 2000).
According, we calculate excess control by:

Excess Controli ¼
X

j

½minðOi j1; Oi j2; . . . Oi jkÞ � Oi j1 � Oi j2 � . . . Oi jk�

where Oijk means the ownership stake of the kth link in the jth
ownership chain of the ultimate owner of firm i. For an illustration,
please see Yeh and Woidtke (2005, p. 1867).

Firms’ financial capability is examined using two commonly
used financial variables. Past performance is measured as the firms’
return on asset ratio. Financial slack is measured by the current
ratio (current assets to current liability ratio) of the firm (Lin et al.,
2009; Smith & Kim, 1994).

The last two independent variables are related to firm’s
managerial capability in foreign operations. Export experience is
calculated as a ratio of a firm’s export sales to total sales. This ratio
has been widely used to measure firm’s experiential knowledge of
international business (Brouthers & Dikova, 2010; Chang &
Rosenzweig, 2001). To measure firm’s FDI experience, we construct
a composite measure taking into consideration the learning effects
of prior FDI entries in terms of both intensity and diversity. We first
count the total number of prior FDI entries into a particular host
country and log-transform it to reflect the decreasing learning
effect (Erramilli, 1991; Mani, Anita, & Rindfleisch, 2007). We
weight the score for each host country by the economic distance
from China to that foreign country, as firms are exposed to more
learning opportunities when operating in diverse foreign markets.
Therefore, FDI experience is measured by:

FDI Experiencei ¼
X

j

lnðN jÞ � EconDist j

where Nj means the total number of prior FDI entries by firm i in
host country j, and EconDistj means the economic distance from
China to host country j, calculated based on the Mahalanobis
method (see Berry, Guillén, & Zhou, 2010).
4.4. Control variables

We also include a number of firm and industry level control
variables that may have influence on firms’ FDI decisions as
suggested in prior studies (Aulakh & Kotabe, 1997; Kim & Hwang,
1992; Yiu, Lau, et al., 2007; Young, Huang, & McDermott, 1996).
Firm size is measured by the log-transformed firm total assets in
thousand US dollars. Firm age is based on the number of years since
the firm’s establishment to the time of survey, and is also log-
transformed.

The status of domestic competitors in their core markets also
shapes managers’ awareness of competitive threats and opportu-
nities. For example, industry concentration has been found to
reduce the intensity level and frequency of intra-industry
competitive activities (Scherer & Ross, 1990; Smith et al.,
2001). Moreover, in many emerging economies, industry privati-
zation has drastically changed the business landscape (Peng &
Heath, 1996). Privatization can in particular remove competitive
barriers and expose the inefficiency of some domestic firms (Perez-
Batres & Eden, 2008). Both industry concentration and privatiza-
tion are likely to affect firms’ awareness of their competitive
environment, and hence their managerial intent to pursue
different forms of FDI. However, firms may also employ effective
local measures, which are more defensive, rather than catch-up, in
nature, to respond to domestic competitors (Ferrier, Smith, &
Grimm, 1999; Stopford & Baden-Fuller, 1990). These aspects may
not be specifically associated with SAS intent, but we need to
introduce them as control variables in our empirical analysis.
Industry concentration is measured using the Herfindahl index of
each firm’s primary industry, and is calculated using the eight-
firm-concentration ratio in each industry (see Caves, Khalilzadeh-
shirazi, & Porter, 1975). Industry privatization is measured by the
ratio of state assets to total assets for each firm’s primary industry.
These data are released by the Chinese National Bureau of Statistics
in its Statistical Yearbooks. Both industrial variables are weighted
by segment sales at firm level. Table 5 reports the descriptive
statistics and correlations for all variables.

5. Analysis and results

We test our hypotheses using hierarchical regression method
(see Table 6), which allows us to examine the antecedents of SAS
intent, independent from other FDI intents. In terms of the market
structure factor, exposure to foreign competitors has a positive effect
of 0.172 which is significant (p = 0.028). The variable has a Cohen’s
f2 of 0.063, while by convention, f2 effect sizes of 0.02, 0.15, and
0.35 are termed small, medium, and large, respectively (Cohen,
1988). In support of our Hypothesis 1, this finding supports that
competitive awareness is achieved through direct exposure to the
pertinent markets and frequent interaction with competitors
(Gimeno, 1999; Marcel et al., 2011; Kilduff et al., 2010). It also
suggests that firms are motivated to respond to foreign compe-
titors when their home market is at stack (Hutzschenreuter &
Gröne, 2009). Exposure to other types of competitors as reflected in
industry concentration and industry privatization are as expected
not significant on strategic asset seeking intent.

Mixed results are received for the governance structure factors.
As predicted, private ownership has a positive effect (0.167) which
was significant (p = 0.023), suggesting that private ownership
provides a superior governance condition than state ownership for
EE firms to achieve long-term success in the global market (Luo
et al., 2011; Rugman & Li, 2007). We thus find support for our
Hypothesis 2a. The other governance structure factor, excess

control, has a positive coefficient (0.031) as expected, but is non-
significant (p = 0.669). Our Hypothesis 2b is unsupported. We
suspect that opposing effects may be at play in terms of the role of



Table 5
Descriptive statistics.

Mean S.D. Correlationsb

1 2 3 4 5 6 7 8 9 10 11 12 13

1. Strategic asset seeking

intenta

3.25 0.73 1.00

2. Marketing seeking intenta 3.28 0.76 0.07 1.00

3. Efficiency seeking intenta 3.40 0.74 0.22 0.12 1.00

4. Exposure to foreign

competitors

0.32 0.13 0.28 0.27 0.06 1.00

5. State ownership 0.16 0.18 �0.25 �0.05 0.17 �0.11 1.00

6. Excess control 0.08 0.09 0.02 �0.06 �0.22 �0.13 �0.21 1.00

7. Export experience 0.15 0.21 0.24 �0.14 0.07 0.06 �0.16 �0.03 1.00

8. FDI experience 3.07 8.92 0.20 0.06 0.04 0.12 0.01 0.18 0.11 1.00

9. Past performance 4.86 8.51 0.37 �0.03 0.05 0.02 �0.06 0.03 0.02 0.09 1.00

10. Financial slack 1.26 1.65 0.43 0.02 0.07 0.08 �0.08 �0.12 0.13 �0.01 0.24 1.00

11. Firm age 2.62 0.28 �0.03 0.00 �0.15 0.00 �0.04 �0.09 �0.08 0.03 �0.13 �0.09 1.00

12. Firm size 5.56 0.51 �0.08 �0.01 �0.09 �0.12 0.18 0.02 �0.10 0.26 0.28 �0.16 �0.06 1.00

13. Industry concentration 0.01 0.04 �0.09 0.12 0.06 �0.13 0.17 �0.08 �0.09 �0.02 �0.09 �0.02 �0.04 0.00 1.00

14. Industry privatization 0.18 0.03 �0.03 �0.17 0.13 �0.39 �0.08 0.06 �0.01 �0.04 0.14 �0.01 �0.02 �0.01 �0.20

a Averaged composite score.
b n = 147, r’s > j0.16j are significant at p < 0.05.

Table 6
Hierarchical regression of strategic asset seeking intent.

Baseline Model 1 Model 2 Model 3 Model 4 Full

Ctrl: Firm age �0.023 �0.020 �0.031 0.044 �0.022 0.040

Ctrl: Firm size �0.080 �0.050 �0.036 �0.103 �0.111 �0.078

Ctrl: Industry concentration �0.111 �0.052 �0.070 �0.077 �0.084 0.006

Ctrl: Industry privatization �0.036 0.074 �0.057 �0.073 �0.019 0.001

H1: Exposure to foreign competitors 0.266** 0.172*

H2a: Private ownership 0.275** 0.167*

H2b: Excess control �0.031 0.031

H3a: Financial slack 0.339*** 0.320***

H3b: Past performance 0.307*** 0.276***

H4a: Export experience 0.211* 0.147*

H4b: FDI experience 0.202* 0.157*

N 147 147 147 147 147 147

Prob. > F 0.622 0.048 0.046 0.000 0.009 0.000

R2 0.018 0.076 0.086 0.271 0.113 0.401

Adj. R2 0.009 0.043 0.047 0.240 0.075 0.352

DR2 from baseline model 0.058 0.068 0.253 0.095 0.383

y p < 0.10.
* p < 0.05.
** p < 0.01.
*** p < 0.001.
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excess control in firms’ FDI decision making. The entrenchment
effect of excess control may also motivate ultimate owners to
engage in tunneling activities to extract value from the firm
(Claessens et al., 2002; Yeh & Woidtke, 2005). In the present
context, such tunneling may occur by using FDI to move resources
abroad rather than to acquire strategic assets. Overall, the
governance structure factors have a combined Cohen’s f2 of
0.074, indicating a small-to-medium sized effect.

We hypothesized two financial capability effects on SAS intent
of FDI. The proxies for the hypotheses, financial slack and past

performance, show positive effect of 0.320 and 0.276 respectively,
which are both significant at p = 0.001 level. In supporting
Hypotheses 3a and 3b, we find positive effects of both financial
capability factors on SAS intent. These financial conditions are
associated with both the motivation and capability dimensions of
the AMC framework, which are theoretically interrelated dimen-
sions as the motivation to act is necessarily dependent on the
perceived capability of achieving the action outcomes (Vroom,
1964). Therefore, our findings suggest that firms with strong
financial base, high internal financing capability, and liquid
financial assets can better support high risk investments, such
as acquiring strategic assets overseas, and are highly motivated to
do so. The two financial capability factors have a combined Cohen’s
f2 of 0.347, which approaches the 0.35 cut-off of a large effect.

Managerial capability is evaluated based on two aspects of
experiential international business knowledge. As predicted, both
are positive and significant, export experience has an effect of 0.147
(p = 0.037) and FDI experience has an effect of 0.157 (p = 0.033). This
suggests that firms accumulate international experience which
contributes to their awareness level of global competition and the
ability to manage foreign market entry through their direct
engagement in overseas operations (Eriksson, Johanson, Majkgard,
& Sharma, 1997; Johansen & Vahlne, 2009; Li & Meyer, 2009). Such
managerial capabilities enable firms to carry out their strategic
asset seeking FDIs. The findings thus support Hypotheses 4a and
4b. The two managerial capability factors have a combined Cohen’s
f2 of 0.107, indicating a small-to-medium sized effect. The total
effect of all independent variable is 0.639, well-above the 0.35
threshold of a large effect. Overall, our results show statistical and
substantive significance of the hypothesized effects.

We perform SEM regression to test the robustness of the above
results. The SEM technique provides two advantages. First, it



Table 7
Robustness test: simultaneous estimation of all FDI intents using SEM.

Covaried dependent variables

Strategic assets seeking Market seeking Efficiency seeking

H1: Exposure to foreign competitors 0.231** 0.306** 0.118

H2a: Private ownership 0.176* 0.108 �0.204*

H2b: Excess control 0.023 �0.053 �0.256**

H3a: Financial slack 0.353*** 0.054 0.004

H3b: Past performance 0.333*** �0.064 0.064

H4a: Export experience 0.167* �0.219* 0.072

H4b: FDI experience 0.164* 0.068 0.129

Ctrl: Firm age 0.035 �0.035 �0.176*

Ctrl: Firm size �0.095 0.016 �0.171y

Ctrl: Industry concentration 0.016 0.180* 0.093

Ctrl: Industry privatization 0.022 �0.038 0.233*

Model statistics (n = 147) x2 (d.f.) = 136.166 (150)

x2 significance p = 0.784

CFI = 0.998

TLI = 0.997

RMSEA = 0.026

y p < 0.10.
* p < 0.05.
** p < 0.01.
*** p < 0.001.
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allows us to incorporate other FDI intents (market seeking and
efficiency seeking) in our analysis where it simultaneously
estimates the effects of independent variables on various FDI
intents. Second, SEM has the advantages of controlling for
measurement error and providing information on the degree of
fit of the tested model (Williams, Vandenberg, & Edwards, 2009).
Researchers argue that testing linear hypotheses within a system
rather than conventional regression enhances the power of the test
(Miller & Tsang, 2011).

In the structural model, three latent constructs of FDI intents
are simultaneously influenced by the independent and control
variables. The covariance of the latent constructs is also estimated.
As shown in Table 7, the x2-test of the model returns an
insignificant result (p = 0.784) which suggests that our model fits
the data well. Both the CFI and TLI are greater than 0.95, indicating
adequate goodness-of-fit relative to an independent model (a
model where all measures are uncorrelated). The model also
returns a RMSEA of 0.026, while 0.05 or less is considered an
indication of good model fit (Brown, 2006; Klein, 2005).

Regarding individual hypotheses, we obtain consistent results
with the hierarchical regression results. Other than excess control,
all other independent variables have positive effects on firm’s SAS
intent. Some additional insights from the SEM analysis results
suggest that while the characteristics of domestic competitors,
proxied by industry concentration and privatization, do not have a
significant effect on firm’s SAS intent, they can promote firm’s
intent to seek overseas market or to enhance efficiency.

To further test the robustness of the results, we use alternative
measures for our explanatory variables. Specifically, rather than
using private ownership percentage, we use a dummy variable to
separate firms that are ultimately owned by the state. Similarly, we
use a dummy variable of pyramidal ownership structure to replace
excess control. For exposure to foreign competition and industry
privatization, we use SIC two-digit based measure to replace the
original measures which are based on SIC three-digit. We also
include the squared terms of financial slack and past performance
to control for the potential ‘‘too-much-of-a-good-thing’’ effect
(Pierce & Aguinis, 2013), that is, too much current success, if above
an aspiration level, may decrease risk taking (March & Shapira,
1987). The results of these robustness tests are generally
consistent with those of the original test, except for the decrease
of significant level in a few occasions. The curvilinear effects of
financial slack and past performance, although theoretically
probably, are statistically non-significant, which is consistent
with our assumption that most EE firms are currently in a catch-up
position rather than a status with ‘‘too much’’ success. We
conclude that our results are robust against alternative model
specification and alternative variables measurement.

6. Discussion

Strategic intent is an important concept for understanding the
internationalization strategy of firms (Hutzschenreuter et al.,
2007; Rui & Yip, 2008). It is necessarily driven by heterogeneity in
firms’ external and internal context (Hamel & Prahalad, 1989,
2005; Rui & Yip, 2008), and therefore merits explicit theoretical
and empirical investigation. While prior studies focus primarily on
the influence of strategic intent on firms’ competitive behaviors
and strategic choices, this study contributes to a deeper
understanding of the determination of strategic intent, specifically,
the antecedent factors in terms of awareness, motivation and
capability impacting the varying extent of specific strategic intent
across firms.

We highlight strategic asset seeking as an important strategic
intent of firms pursing competitive catch-up through FDI. While
not unique to EE firms, the SAS intent of FDI is particularly
prominent in the internationalization of EE firms, who actively use
FDI as a springboard to transform their competence and
competitive position vis-à-vis global rivals (Luo & Tung, 2007;
Xu & Meyer, 2013). Thus, by examining the antecedents of firms’
SAS intent of FDI, we in particular contribute to the understanding
of the strategies of EE MNEs.

6.1. Assessing the AMC framework

Working intensively with the AMC framework, the leading
conceptual framework in the competitive dynamics literature, we
have come to appreciate the strength and weaknesses of this
framework. First, the AMC is an eclectic framework encompassing
three distinct variables that in turn are grounded in different
theories, and are subject to complex antecedents (e.g., Ferrier,
2001; Yu & Cannella, 2007). This eclectic nature is both the
framework’s main strength and its main weakness. It is a major
strength because it makes the framework highly relevant to



Table 8
Strategic actions in two types of competitive settings.

Immediate competition Catch-up competition

Nature of competitive dyad Existing rivals

Parity or similar competitive positions

Future potential rivals

Distant competitive positions

Nature of competitive action Focus on strategic moves in present markets

Event-based and externally-oriented

Focus on strategic investments into future markets

Long-term-based and internally-oriented

Awareness Being aware of the moves made by rivals and consequence

of action/response

Focus on rivals who intend to challenge in the focal

firm’s existing markets

Being aware of firm’s strategic needs and growth opportunities

Focus on potential rivals in markets where the focal firm intends to

compete in the future

Motivation Firm’s market status is at stake

Firm is motivated by market payoff or strategic incentives to

respond to attacks from its rivals

Firm’s future growth is at stake

Firm is motivated by long-term sustainable

competitiveness and future market leadership position

Capability Firm capability to successfully execute a specifically planned

actions and reactions

Firm capability to identify, capture, and benefit

from a growth opportunity (often an iterative process

that requires flexibility and adaptability)

2 Upon a request from an anonymous reviewer, we have tested the presence of

interaction effects and found three of 18 to be significant at least at 10% level.

However, we do not think these results to be sufficiently robust to merit reporting

in this paper. Larger sample studies may be able to find more significant effects, but

this does not resolve the theoretical issue that we lack guidance as to which

interactions are relevant, and which are not.
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practice, and in fact a very useful teaching tool (e.g. Peng & Meyer,
2011, chap. 13). At the same time, it is a weakness because there is
no universally agreed way to measure these constructs at the level
of firms (the relevant units of analysis for the study of strategic
actions).

This eclectic nature of the AMC framework is similar to the OLI
paradigm that serves to explain the broad range of necessary
conditions for FDI to be undertaken (Dunning, 2001; Dunning &
Lundan, 2008). Its eclectic nature has led to criticism of its non-
falsifiability and thus its theoretical value. Nevertheless, the OLI
paradigm is the most popular framework in international business
research, and for teaching the theory of the multinational
enterprise (e.g. Peng & Meyer, chap. 6).

Second, the AMC framework is designed to explain the drivers of
strategic actions, but research questions often relate to specific types
of actions, such as in our case strategic asset seeking FDI. This
application demonstrates the potential of cross-fertilization be-
tween international business and competitive dynamics research.
Specifically, literature on EE MNEs suggests that strategic asset
seeking FDI is extensively used by EE MNEs to aggressively catch up
with world leaders (Deng, 2009; Luo & Tung, 2007; Luo et al., 2011;
Rui & Yip, 2008). Our findings not only support the notion that EE
firms intend to seek strategic assets through FDI to catch up with
world leaders, but also further explain the organizational ante-
cedents driving this intent. In this application of the AMC
framework, we have related the factors suggested by the framework
to the most aggressive form of FDI intent, namely strategic asset
seeking. However, this raises the question how enterprises choose
between different actions (or combinations of actions) and how the
AMC framework can guide such research. In our post hoc analysis
(Table 7), we included market and efficiency seeking motives in the
empirical analysis. Our theoretical analysis provides a grounding to
explain SAS intent; the theoretical antecedents of the other two
motives remain for future research explore.

For example, we found market seeking intent to be positively
associated with exposure to foreign competition and domestic
market concentration. This is consistent with the ‘‘domestic push’’
effect on market seeking FDI, where firms use FDI as a strategic
response to intensifying competition in their domestic market
(Hutzschenreuter & Gröne, 2009). Market seeking intent is however
negatively associated with export experience, which suggests that
export and FDI substitute each other for the purpose of serving
foreign markets. We find that efficiency seeking intent is promoted
by industry privatization pressures, but suppressed by private
ownership, excess control in a pyramidal ownership structure, and
firm age. Industry privatization shifts the competitive landscape of
domestic industries in emerging economies (Estrin, Poukliakova, &
Shapiro, 2009; Rondinelli & Behrman, 2000). Our findings suggest
that the new competitive pressures in the home market can
influence firms’ internationalization strategies by providing incen-
tives to focus on profitability and short-term survival through
efficiency seeking FDI. However, there may be inertia effects
associated with older firms and firms with a pyramidal ownership
structure. The marginal benefit of enhancing efficiency may be low
for private firms, who are not particularly motivated to engage in
such FDI. These observations provide starting points for future
theoretical research regarding the drivers of different types of FDI
intents, as well as the links between intents and actions.

Third, we have applied the AMC framework to competitive
catch-up competition. Hence, we depart from the prior literature’s
primary focus on the inter-firm rivalry between leading firms in
oligopolistic competition (Gimeno, 1999; Miller & Chen, 1996).
Competitive catch-up involves long-term strategic investments
aiming at overcoming firms’ competitive disadvantages, upgrading
their competition position, and challenging market leaders. This
long-term orientation and the engagement with potential rather
than actual rivals suggest that the drivers of strategic actions may
vary between immediate and catch-up competition. Future
research may further explore the differences of the AMC factors
in different competitive settings through comparative analysis.
Table 8 provides some suggested starting points for such research.

Fourth, the three dimensions of the AMC are likely to be
interdependent. One may argue, for example, that the presence of a
minimum threshold level along each of these dimensions
represents a necessary condition for firms to undertake strategic
interactions. Such interdependencies have been explored for
example, by Chen et al. (2007) who use single indicators to proxy
each of the AMC dimensions, and examine their interaction effects.
Theoretically such an approach is quite appealing. However, since
each of the three constructs is in turn grounded in multiple roots,
and hence multiple variables, such an approach quickly leads to the
suggestion of a very large number of interaction effects (using our
set of focal variables, there would be 18 interaction effects between
variables from different categories).2 Hence, further theoretical
work is required to carefully identify relevant interaction effects
for empirical examination.

6.2. Empirical limitations and future research

In addition to the theoretical implications, limitations of our
empirical study offer avenues for future research. Theoretically, we



L. Cui et al. / Journal of World Business 49 (2014) 488–501 499
suggest that the AMC framework has general applicability to study
competitive catch-up of firms, though the relative importance of
the A, M, and C dimensions is likely to vary for firms in different
competitive environments. Our empirical study only investigates
one industry context, namely manufacturing firms in China. As we
have argued, contextual factors may be moderating the effects of
AMC factors on firms’ competitive catch-up activities. Hence,
future research may investigate multiple contexts in a comparative
perspective to further validate our framework. Second, as one of
the first studies to examine firms’ intention for competitive catch-
up, we focus on strategic asset seeking FDI as a catch-up
mechanism. Future research may also extend this analysis to
other international business activities, such as international
strategic alliances, integrated global supply chains improving
agility and leanness, and investment in transnational research and
development to develop new market niches. Third, we focus on
strategic intent as a critical intermediate variable (Smith et al.,
2001). Taking this further, future research may examine firms’ path
from intention to action, and the possible interaction of multiple
intents in determining firms’ foreign entry strategies.

6.3. Managerial relevance

Our study has practical implications for managers and policy
makers. Our findings suggest that the AMC framework provides a
useful tool to assess which firms in a potential catch-up position
are most likely to pursue ambitious catch-up strategies through
strategic asset seeking FDI. Such knowledge is valuable to those
engaging in business with these potential challenges, in particular
global market leaders. More specifically, global leaders may want
to use the AMC framework and our identification of firm-level
indicators (Table 2) for their competitor intelligence to assess
potential challengers, and thus consider selective preventive
moves to prevent potential challengers turning into actual
challengers. Likewise, consultants advising on mergers and
acquisitions are likely to find the AMC framework useful to
identify potential clients.

Some governments in emerging economies provide policy
support to encourage and facilitate outward FDI by their domestic
firms to catch up with global competitors (Luo et al., 2010; Morck
et al., 2008). However, not all domestic firms are suitable
candidates for global competitive catch-up (Rugman & Li, 2007).
Our framework provides a tool that may help governments to
identify the domestic firms that are most likely to develop strategic
asset seeking intent in FDI. This allows governments to design
effective policies targeting the intended beneficiaries. A particular
interesting insights for policy makers is that private firms are more
likely to develop strategic intent to seek strategic assets, which
contrasts with the preferred backing given to state-firms (Morck et
al., 2008).

7. Conclusion

Foreign investment decisions are strategic actions in interna-
tional competition. In particular, strategic asset seeking FDI is a
critical action accelerating competitive catch-up with global
leaders. Hence, as we have shown, the intents underlying such
FDI can be analyzed using the AMC framework of competitive
dynamics research. Our findings suggest that the AMC framework
provides a theoretical foundation to explain firms’ strategic asset
seeking intent in FDI, a particular concern to scholarly studies of EE
MNEs.

We apply the AMC framework to a specific form of strategic
action, namely strategic asset seeking in a context of competitive
catch-up. This theoretical extension makes the framework relevant
for international business research, particularly research on the
‘‘unconventional’’ internationalization paths of EE MNEs that seem
to deviate from traditional theoretical models. Moreover, our
extension and critical evaluation of the AMC framework opens
several avenues for future research to enhance our understanding
of competitive catch-up as an important, yet relatively under-
explored, aspect of competitive dynamics.
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Hutzschenreuter, T., & Gröne, F. (2009). Product and geographic scope changes of
multinational enterprises in response to international competition. Journal of
International Business Studies, 40: 1149–1170.

Hutzschenreuter, T., Pedersen, T., & Volberda, H. W. (2007). The role of path depen-
dency and managerial intentionality: A perspective on international business
research. Journal of International Business Studies, 38: 1055–1068.

Johansen, J., & Vahlne, J. E. (2009). The Uppsala internationalization process model
revisited: From liability of foreignness to liability of outsidership. Journal of
International Business Studies, 40: 1411–1431.

Khanna, T., & Palepu, K. G. (2006). Emerging giants – Building world-class companies in
developing countries. Harvard Business Review, 84(10): 60–69.

Kilduff, G. J., Elfenbein, H. A., & Staw, B. M. (2010). The psychology of rivalry: A
relationally dependent analysis of competition. Academy of Management Journal,
53: 943–969.

Kim, W. C., & Hwang, P. (1992). Global strategy and multinationals’ entry mode choice.
Journal of International Business Studies, 23: 29–53.

Klein, R. (2005). Principles and practice of structural equation modeling. New York:
Guilford Publications.

Klossek, A., Linke, B. M., & Nippa, M. (2012). Chinese enterprises in Germany: Estab-
lishment modes and strategies to mitigate the liability of foreignness. Journal of
World Business, 17: 35–44.

Knickerbocker, F. T. (1973). Oligopolistic reaction and multinational enterprises. Boston,
MA: Harvard Business School Press.
Kogut, B., & Chang, S. J. (1991). Technological capabilities and Japanese foreign direct
investment in the United States. Review of Economics and Statistics, 73(3): 401–413.

Kriauciunas, A., Parmigiani, A., & Rivera-Santos, M. (2011). Leaving our comfort zone:
Integrating established practices with unique adaptations to conduct survey-based
strategy research in nontraditional contexts. Strategic Management Journal, 32:
994–1010.

La Porta, R., Lopez-de-Silanes, F., & Shleifer, A. (1999). Corporate ownership around the
world. Journal of Finance, 54: 471–517.

Li, J., Li, Y., & Shapiro, D. (2012). Knowledge seeking and outward FDI by emerging
market firms: The moderating effect of inward FDI. Global Strategy Journal, 2: 277–
295.

Li, P. Y., & Meyer, K. E. (2009). Contextualizing experience effects in international
business: A study of ownership strategies. Journal of World Business, 44: 370–382.

Liang, X., Lu, X., & Wang, L. (2012). Outward internationalization of private enterprises
in China: The effect of competitive advantages and disadvantages compared to
home market rivals. Journal of World Business, 47: 134–144.

Lin, N. (2011). Capitalism in China: A centrally managed capitalism (CMC) and its
future. Management and Organization Review, 7: 63–96.

Lin, W. T., Cheng, K. Y., & Liu, Y. S. (2009). Organizational slack and firm’s internation-
alization: A longitudinal study of high-technology firms. Journal of World Business,
44: 397–406.

Liu, G. S., & Sun, P. (2005). The class of shareholdings and its impacts on corporate
performance: A case of state shareholding composition in Chinese public corpora-
tions. Corporate Governance: An International Review, 13: 46–59.

Liu, Y. P., & Woywode, M. (2013). Light-touch integration of Chinese cross-border M&A:
The influences of culture and absorptive capacity. Thunderbird International Busi-
ness Review, 55: 469–483.

Luo, J. H., Wan, D. F., & Cai, D. (2012). The private benefits of control in Chinese listed
firms: Do cash flow rights always reduce controlling shareholders’ tunnelling? Asia
Pacific Journal of Management, 29: 499–518.

Luo, Y. D. (2002). Capability exploitation and building in a foreign market: Implications
for multinational enterprises. Organization Science, 13: 48–63.

Luo, Y. D., & Rui, H. (2009). An ambidexterity perspective toward multinational
enterprises from emerging economies. Academy of Management Perspectives, 23:
49–70.

Luo, Y. D., & Tung, R. L. (2007). International expansion of emerging market enterprises:
A springboard perspective. Journal of International Business Studies, 38: 481–498.

Luo, Y. D., Xue, Q., & Han, B. (2010). How emerging market governments promote
outward FDI: Experience from China. Journal of World Business, 45: 68–79.

Luo, Y. D., Zhao, H. X., Wang, Y. H., & Xi, Y. M. (2011). Venturing abroad by emerging
market enterprises: A test of dual strategic intents. Management International
Review, 51: 433–460.

Madhok, A., & Keyhani, M. (2012). Acquisitions as entrepreneurship: Asymmetries,
opportunities and the internationalization of multinationals from emerging econ-
omies. Global Strategy Journal, 2: 26–40.

Makino, S., Lau, C. M., & Yeh, R. S. (2002). Asset-exploitation versus asset-seeking:
Implications for location choice of foreign direct investment from newly industri-
alized economies. Journal of International Business Studies, 33: 403–421.

Mani, S., Anita, K. D., & Rindfleisch, A. (2007). Entry mode and equity level: A multilevel
examination of foreign direct investment ownership structure. Strategic Manage-
ment Journal, 28: 857–866.

Marcel, J. J., Barr, P. S., & Duhaime, I. M. (2011). The influence of executive cognition on
competitive dynamics. Strategic Management Journal, 21: 115–138.

March, J. G., & Shapira, Z. (1987). Managerial perspectives on risk and risk-taking.
Management Science, 33: 1404–1418.

Masulis, R. W., Wang, C., & Xie, F. (2009). Agency problems at dual-class companies.
Journal of Finance, 64: 1697–1727.

Mathews, J. A. (2002). Competitive advantages of the latecomer firm: A resource-based
account of industrial catch-up strategies. Asia Pacific Journal of Management, 19:
467–488.

Meyer, K. E., Estrin, S., Bhaumik, S. K., & Peng, M. W. (2009a). Institutions, resources, and
entry strategies in emerging economies. Strategic Management Journal, 30: 61–80.

Meyer, K. E., & Sinani, E. (2009). When and where does foreign direct investment
generate positive spillovers? A meta-analysis. Journal of International Business
Studies, 40: 1075–1094.

Meyer, K. E., & Thaijongrak, O. (2014). The dynamics of emerging economy MNEs: How
the internationalization process model can guide future research. Asia Pacific
Journal of Management. (advance online).

Meyer, K. E., Wright, M., & Pruthi, S. (2009b). Managing knowledge in foreign entry
strategies: A resource-based analysis. Strategic Management Journal, 30: 557–574.

Miller, D., & Chen, M. J. (1996). The simplicity of competitive repertoires: An empirical
analysis. Strategic Management Journal, 17: 419–439.

Miller, K. D., & Tsang, E. W. K. (2011). Testing management theories: Critical realist
philosophy and research methods. Strategic Management Journal, 32: 139–158.

Morck, R., Wolfenzon, D., & Yeung, B. (2005). Corporate governance, economic en-
trenchment and growth. Journal of Economic Literature, 43: 655–720.

Morck, R., & Yeung, B. (2004). Family control and the rent-seeking society. Entre-
preneurship: Theory and Practice, 28: 391–409.

Morck, R., Yeung, B., & Zhao, M. (2008). Perspectives on China’s outward foreign direct
investment. Journal of International Business Studies, 39: 337–350.

Nohria, N., & Gulati, R. (1996). Is slack good or bad for innovation. Academy of
Management Journal, 39: 1245–1264.

Peng, M. W., & Heath, P. S. (1996). The growth of the firm in planned economies in
transition: Institutions, organizations, and strategic choice. Academy of Manage-
ment Review, 21: 492–528.

http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0120
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0120
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0120
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0125
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0125
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0130
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0130
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0135
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0135
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0135
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0140
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0140
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0140
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0145
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0145
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0150
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0150
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0155
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0155
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0160
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0160
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0165
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0165
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0170
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0170
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0175
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0175
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0180
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0180
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0180
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0185
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0185
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0185
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0190
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0190
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0195
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0195
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0200
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0200
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0200
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0205
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0205
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0205
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0210
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0210
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0215
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0215
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0220
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0220
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0220
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0225
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0225
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0230
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0230
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0235
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0235
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0240
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0240
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0240
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0245
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0245
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0250
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0250
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0255
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0255
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0255
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0260
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0260
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0260
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0265
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0265
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0265
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0270
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0270
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0275
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0275
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0275
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0280
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0280
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0285
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0285
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0290
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0290
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0290
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0295
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0295
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0300
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0300
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0305
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0305
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0305
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0305
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0310
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0310
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0315
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0315
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0315
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0320
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0320
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0325
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0325
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0325
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0330
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0330
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0335
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0335
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0335
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0340
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0340
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0340
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0345
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0345
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0345
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0350
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0350
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0350
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0355
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0355
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0360
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0360
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0360
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0365
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0365
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0370
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0370
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0375
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0375
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0375
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0380
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0380
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0380
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0385
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0385
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0385
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0390
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0390
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0390
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0395
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0395
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0400
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0400
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0405
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0405
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0410
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0410
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0410
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0415
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0415
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0420
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0420
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0420
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0425
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0425
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0425
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0430
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0430
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0435
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0435
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0440
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0440
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0445
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0445
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0450
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0450
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0455
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0455
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0460
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0460
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0465
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0465
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0465


L. Cui et al. / Journal of World Business 49 (2014) 488–501 501
Peng, M. W., & Jiang, Y. (2010). Institutions behind family ownership and control in
large firms. Journal of Management Studies, 47: 253–273.

Peng, M. W., & Meyer, K. E. (2011). International business. London: Cengage.
Peng, M. W., Tan, J., & Tong, T. W. (2004). Ownership types and strategic groups in an

emerging economy. Journal of Management Studies, 41: 1105–1129.
Perez-Batres, L. A., & Eden, L. (2008). Is there a liability of localness? How emerging

market firms respond to regulatory punctuations. Journal of International Manage-
ment, 14: 232–251.

Pierce, J. R., & Aguinis, H. (2013). The too-much-of-a-good-thing effect in management.
Journal of Management, 39: 313–338.

Ramamurti, R., & Singh, J. V. (Eds.). (2009). Multinational enterprises from emerging
economies. Cambridge: Cambridge University Press.

Ramasamy, B., Yeung, M., & Laforet, S. (2012). China’s outward foreign direct invest-
ment: Location choice and firm ownership. Journal of World Business, 47: 17–25.

Rondinelli, D. A., & Behrman, J. N. (2000). The institutional imperatives of globalization.
Global Focus, 12: 65–78.

Rugman, A. M., & Li, J. (2007). Will China’s multinationals succeed globally or region-
ally? European Management Journal, 25: 333–343.

Rui, H., & Yip, G. S. (2008). Foreign acquisitions by Chinese firms: A strategic intent
perspective. Journal of World Business, 43: 213–226.

Santangelo, G., & Meyer, K. E. (2011). Extending the Internationalization process
model: Increases and decreases of MNE commitment in emerging economies.
Journal of International Business Studies, 42: 894–909.

Scherer, F. M., & Ross, D. (1990). Industrial market structure and economic performance.
Boston: Houghton Mifflin Company.

Smith, K. G., Ferrier, W. J., & Ndofor, H. (2001). Competitive dynamics research: Critique
and future directions. In M. A. Hitt, R. E. Freeman, & J. S. Harrison (Eds.), Handbook of
strategic management (pp. 315–361). Malden, MA: Blackwell.

Smith, K. G., & Grimm, C. M. (1991). A communication-information model of competi-
tive response timing. Journal of Management, 17: 5–23.

Smith, R. L., & Kim, J. H. (1994). The combined effects of free cash flow and financial
slack on bidder and target stock returns. Journal of Business, 67: 281–310.

Staw, B., Sandelands, L. E., & Dutton, J. E. (1981). Threat-rigidity effects in organizational
behavior: A multilevel analysis. Administrative Science Quarterly, 26: 501–524.

Stopford, J. M., & Baden-Fuller, C. (1990). Corporate rejuvenation. Journal of Manage-
ment Studies, 27: 399–415.

Tallman, S., & Chacar, A. (2011). Knowledge accumulation and dissemination in MNEs:
A practice-based framework. Journal of Management Studies, 48: 278–304.

Tan, J., & Peng, M. W. (2003). Organizational slack and firm performance during
economic transitions: Two studies from an emerging economy. Strategic Manage-
ment Journal, 24: 1249–1263.
Tenev, S., Zhang, C., & Brefort, L. (2002). Corporate governance and enterprise reform in
China: Building the institutions of modern markets. Washington, DC: World Bank.

Tihanyi, L., Johnson, R. A., Hoskisson, R. E., & Hitt, M. A. (2003). Institutional ownership
differences and international diversification: The effects of boards of directors and
technological opportunity. Academy of Management Journal, 46: 195–211.

Thomsen, S., & Pedersen, T. (2000). Ownership structure and economic performance in
the largest European companies. Strategic Management Journal, 21: 689–705.

Tsai, W. (2001). Knowledge transfer in intraorganizational networks: Effects of net-
work position and absorptive capacity on business unit innovation and perfor-
mance. Academy of Management Journal, 44: 996–1004.

Vroom, V. H. (1964). Work and motivation. New York: John Wiley & Sons Inc.
Williams, L. J., Vandenberg, R. J., & Edwards, J. R. (2009). Structural equation modeling

in management research: A guide for improved analysis. Academy of Management
Annals, 3: 543–604.

Williamson, O. E. (1963). Managerial discretion and business behavior. American
Economic Review, 53: 1032–1057.

Wiseman, R. M., & Gomez-Mejia, L. R. (1998). A behavioral agency model of managerial
risk taking. Academy of Management Journal, 23: 133–153.

Xu, D., & Meyer, K. E. (2013). Linking theory and context: Strategy research in emerging
economies. Journal of Management Studies http://dx.doi.org/10.1111/j.1467-
6486.2012.01051.x.

Yeh, Y. H., & Woidtke, T. (2005). Commitment or entrenchment? Controlling share-
holders and board composition. Journal of Banking and Finance, 29: 1857–1885.

Yiu, D. W. (2011). Multinational advantages of Chinese business groups: A theoretical
exploration. Management and Organization Review, 7: 249–277.

Yiu, D. W., Lau, C. M., & Bruton, G. D. (2007a). International venturing by emerging
economy firms: The effects of firm capabilities, home country networks, and
corporate entrepreneurship. Journal of International Business Studies, 38: 519–540.

Yiu, D. W., Lu, Y., Bruton, G. D., & Hoskisson, R. E. (2007b). Business groups: An
integrated model to focus future research. Journal of Management Studies, 44:
1551–1579.

Yoshikawa, T., & Rasheed, A. A. (2010). Family control and ownership monitoring in
family-controlled firms in Japan. Journal of Management Studies, 47: 274–295.

Young, S., Huang, C. H., & McDermott, M. (1996). Internationalization and competitive
catch-up processes: Case study evidence on Chinese multinational enterprises.
Management International Review, 36: 295–314.

Yu, T. Y., & Cannella, A. A. (2007). Rivalry between multinational enterprises: An event
history approach. Academy of Management Journal, 50: 665–686.

Zahra, S. A., Nielsen, A. P., & Bogner, W. C. (1999). Corporate entrepreneurship,
knowledge, and competence development. Entrepreneurship Theory and Practice,
23: 169–189.

http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0470
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0470
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0475
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0480
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0480
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0485
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0485
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0485
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0490
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0490
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0495
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0495
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0500
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0500
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0505
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0505
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0510
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0510
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0515
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0515
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0520
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0520
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0520
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0525
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0525
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0530
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0530
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0530
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0535
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0535
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0540
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0540
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0545
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0545
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0550
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0550
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0555
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0555
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0560
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0560
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0560
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0565
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0565
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0570
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0570
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0570
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0575
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0575
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0580
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0580
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0580
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0585
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0590
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0590
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0590
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0595
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0595
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0600
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0600
http://dx.doi.org/10.1111/j.1467-6486.2012.01051.x
http://dx.doi.org/10.1111/j.1467-6486.2012.01051.x
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0610
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0610
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0615
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0615
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0620
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0620
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0620
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0625
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0625
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0625
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0630
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0630
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0635
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0635
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0635
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0640
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0640
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0645
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0645
http://refhub.elsevier.com/S1090-9516(13)00091-6/sbref0645

	What drives firms’ intent to seek strategic assets by foreign direct investment? A study of emerging economy firms
	Introduction
	Theoretical framework
	Strategic asset seeking FDI and competitive catch-up
	Extending the AMC framework to a competitive catch-up context

	Hypotheses development
	Market structure
	Governance structure
	Financial capability
	Managerial capability

	Methods
	Sample and data collection
	Dependent variable: SAS intent of FDI
	Independent variables
	Control variables

	Analysis and results
	Discussion
	Assessing the AMC framework
	Empirical limitations and future research
	Managerial relevance

	Conclusion
	Acknowledgements
	References


