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Evaluation on the Impact of Ownership Structure to Internationalization: Case Studies


Abstract 
This study uses a mixed-methods approach, analyzing state-owned and private-owned enterprises across manufacturing, technology, and finance sectors in emerging economies. It aims to explore how ownership structure affects firms’ internationalization strategies, especially regarding risk tolerance. Existing research on firm internationalization has largely neglected the role of ownership structure of MNE internationalization strategy on emerging markets. Leveraging agency theory from governance literature and the internationalization theory, this study fills this gap.
Findings show that state-owned enterprises (SOEs), under strict government oversight, have low risk tolerance and delay overseas investments to ensure policy compliance. Private-owned enterprises (POEs), motivated by profit, are more risk-taking. In family-controlled POEs, controlling shareholders favor safer models, ignoring minority foreign investors' calls for diversification. However, foreign investment or professional management can increase their risk acceptance. Hybrid models with state and private stakes face internal conflicts, leading to cautious internationalization.
In summary, ownership structure shapes firms’ global expansion strategies in emerging markets. SOEs prioritize stability, while POEs pursue growth. Balancing control and international expertise is key to successful internationalization. 


[bookmark: _Toc199890330]1.0 Introduction 
Internationalisation – the process by which firms expand their operations across national borders through exports, joint ventures (JVs), foreign direct investment (FDI), or other means – is a pivotal growth strategy for companies in emerging markets (EMs) (Wang, 2024). Companies in the EMs are actively finding their way to go internationalize, mainly supported by the rapid economic growth. Over the past few decades, the emerging markets of China and India have experienced remarkable economic growth. From 1984 – widely regarded as the start of China's modern economic reform and opening-up drive – to 2018, China's GDP growth rates fluctuated between a low of 3.9 percent and a high of 15.1 percent on an annual average basis. During the same period, India saw its annual average GDP growth rates range from 1.1 percent to 9.6 percent. (Loehde et al., 2020). It offers access to larger markets, opportunities for learning and innovation, diversification benefits, and the potential to build global brands (Costa et al., 2018). However, internationalization for emerging market companies is risky. According to Dumitrescu et al. (2019), international business encounters key challenges. Varying regulations across countries complicate operations and raise costs. Differences in consumer preferences, shaped by culture and market conditions, demand tailored strategies. Specifically, ownership structures of international companies affect operation in risk preferences (Panicker et al., 2019). While firms leverage competitive advantages to overcome these hurdles, the decision to bear these risks is not uniform.
A rich body of theoretical literature provides insights into how ownership structure shapes firms’ internationalization strategies, with key frameworks including agency theory, stewardship theory, institutional theory, and resource-dependence theory. Agency theory (Jensen & Meckling, 1976) focuses on principal-agent conflicts, explaining how government oversight of state-owned enterprises (SOEs) aligns managerial behavior with public policy goals, constraining risk-taking in internationalization to avoid reputational or fiscal losses, while in family-controlled private-owned enterprises (POEs), controlling shareholders (principals) may prioritize control preservation over minority investor (agent) demands for global diversification, creating conflicts that restrict risk tolerance—dynamics empirically supported by Filatotchev et al. (2007) in their analysis of ownership and internationalization. Complementing this, stewardship theory (Davis et al., 1997) highlights contexts where managers act as stewards of organizational interests, as seen in Miller et al.’s (2013) research on family firms, where professional managers in POEs or hybrid firms, motivated by long-term value, may advocate for strategic internationalization amid uncertainty, mitigating the risk-aversion of concentrated ownership. Institutional theory (North, 1990) situates these dynamics within macro-level contexts, emphasizing how formal institutions and informal norms shape internationalization choices; Kostova (1999) notes that emerging markets’ institutional voids amplify ownership’s influence, with SOEs relying on state backing to navigate instability and POEs leveraging flexibility for institutional arbitrage. Finally, resource-dependence theory (Pfeffer & Salancik, 1978) explains how ownership structures determine access to critical resources: SOEs depend on government capital and political legitimacy, limiting ventures into untested markets, while POEs pursue global expansion to reduce domestic resource dependence—consistent with Yiu and Makino’s (2002) findings that family-controlled firms restrict internationalization to avoid diluting resource control, whereas foreign investment introduces dependencies necessitating diversification. Together, these theories provide a multidimensional lens to understand how ownership structures drive divergent internationalization strategies in emerging markets.
Through the theories above, this report posits that a firm's ownership structure is a fundamental determinant of its propensity to internationalise at emerging markets.
[bookmark: _Toc199890331]2.0 Types of Ownership Structures and Risk Preference
Ownership structure demonstrates who owns a business and how control is exercised, this structure determines whether ownership and management are separated or unified, directly influencing governance and risk perceptions (Moffett et al., 2020). The type of owners and the distribution of control within a firm significantly influence its strategic priorities, time horizons, and appetite for risk – all crucial factors in internationalisation. Risk tolerance denotes the quantitative or qualitative threshold of risk a company can withstand without compromising objectives, such as a maximum acceptable financial loss. Risk perceptions involve how decision-makers subjectively interpret and evaluate risks, shaped by factors like experience or industry context, influencing whether a risk is seen as manageable or threatening. The two crucial indicators of a firm’s risk preference, which are deeply affected by ownership structures.
[bookmark: _Toc199890332]2.1 State vs. Private Ownership
State ownership refers to government-controlled enterprises that balance public service objectives (e.g., infrastructure, social welfare) with profit generation. Private ownership involves firms controlled by individuals, families, or institutional investors, prioritizing profit maximization and shareholder returns. The difference in features resulted in different risk preferences.
[bookmark: _Toc199890333]2.1.1 State Ownership: Risk Aversion
State-owned enterprises (SOEs) often exhibit lower risk tolerance due to political mandates and bureaucratic inefficiencies. In China, SOEs face strict government oversight, which prioritizes stability and policy alignment over profit-driven risk-taking. For example, Chinese SOEs in capital-intensive sectors require multiple government approvals for overseas investments, delaying decisions and limiting exposure to high-risk markets (Hu & Cui, 2014). Similarly, Indian SOEs in the automotive and pharmaceutical sectors were less likely to engage in outward foreign direct investment (FDI) compared to private peers, as state ownership correlated with risk aversion rooted in accountability to political stakeholders (Bhaumik et al., 2010).
[bookmark: _Toc199890334]2.1.2 Private Ownership: Flexibility
Private firms, including family-owned and publicly traded entities, often demonstrate higher risk tolerance when driven by profit and growth objectives. Indian private pharmaceutical firms like Dr. Reddy’s pursued aggressive overseas acquisitions to access global markets and patents, leveraging their agility to bypass bureaucratic hurdles (Bhaumik et al., 2010). 
[bookmark: _Toc199890335]2.2 Controlling vs. Minority Interests
Controlling interests (majority ownership, >50% voting shares) hold decision-making power over corporate strategy, while minority interests (ownership <50%) lack control but retain financial stakes and potential influence through shareholder rights. The difference in features between the shareholders resulted in different risk preferences.
[bookmark: _Toc199890336]2.2.1 Controlling Shareholders: Risk Conservatism
Controlling shareholders, such as families or concentrated institutional investors, often prioritize control and risk mitigation. In India, family-owned firms with high ownership concentration exhibited lower FDI propensity, as leaders feared losing control or diluting socioemotional wealth (Bhaumik et al., 2010). Research published by Loehde et al. (2020) stressed the opinion of when family businesses enter EMs, they prefer the international joint ventures (IJVs) rather than FDIs, which traded off control for risk alleviation. Pressure-sensitive institutional investors (PSIIs), such as Indian banks, securities and other financing companies, further discouraged internationalization in family-controlled firms due to their dual role as creditors, prioritizing debt repayment over risky expansions (Panicker et al., 2019).
[bookmark: _Toc199890337]2.2.2 Minority Interests: Pro-Risk Incentives
Minority shareholders, particularly foreign institutional investors (FIIs) and funds, often push for internationalization to diversify portfolios and access growth opportunities. In India, FIIs and mutual funds (pressure-resistant institutional investors, PRIIs) supported foreign investments, leveraging their familiarity with global markets to reduce perceived risks (Panicker et al., 2019). For example, Chinese firms with foreign institutional ownership demonstrated higher FDI propensity, as these investors provided capital, expertise, and signals of governance quality (Hu & Cui, 2014).
However, principal-principal conflicts in emerging markets can hinder minority-driven risk-taking. In Indian family firms, minority shareholders often face barriers to influencing strategic decisions, leading to underinvestment in high-risk ventures (Bhaumik et al., 2010).
[bookmark: _Toc199890338]2.3 Interactive Effects
Aside from ownership nature and the share status, there are other interactive effects in ownership structure affecting the risk appetite of companies to go internationalize. 
[bookmark: _Toc199890339]2.3.1 Family Control and Institutional Voids
In countries like India, family-controlled firms dominate due to historical reliance on informal networks and trust in the absence of strong contract-enforcing institutions (Khanna & Palepu, 1997). While family ownership provides stability in domestic markets, it often discourages internationalization due to fear of losing control and unfamiliarity with global environments (Rajverma, 2024). However, when foreign institutional investors entered as minority shareholders, these firms gained access to capital and global market expertise, gradually increasing their risk tolerance for cross-border investments (Panicker et al., 2019). Research published by Tsao et al. (2018) showcasing that family ownership tends to make companies more conservative, however, when families are actively involved in governance, firms are more likely to expand globally. 
[bookmark: _Toc199890340]2.3.2 Hybrid Models and Behavioral Biases
Hybrid ownership structures, such as partially state-owned and publicly traded firms, face conflicting goals. While private shareholders seek profit through internationalization, state stakeholders prioritize national interests, creating internal conflicts over risk tolerance (Storch, 2006). Behavioral biases also play a role: Turkish investors in Ethiopia exhibited herding behavior toward familiar markets, driven by psychological preferences rather than rational analysis (Ali & Oran, 2018), highlighting how controlling managers in private firms may let biases shape risk decisions. In reality, hybrid models often illustrate risk aversion as state stakeholders typically dominate enterprise control (Panicker et al., 2019).
3.0 Research Questions and Hypothesis
The previous studies have given a specific picture on ownership structures and its effects on firms in a comprehensive scope. However, with the growth of the emerging market companies, the previous research should take a step further on the strategic decision for firms in developing countries to go internationalize. Based on the demand, this paper aim to answer the question of:
How does ownership structure influence firms’ internationalization strategies in emerging markets, and what contextual factors moderate this relationship?
Based on previous research, we propose 2 hypotheses.
H1: Higher state ownership is negatively associated with firms’ international risk tolerance.
H2: Minority (private) ownership positively moderates the relationship between private ownership and aggressive international strategies.
3.1 Research Methodology
This study employs Yin’s (2018) theory-testing case study approach, using pattern matching to evaluate hypotheses. For each case, we compare observed risk behaviors (e.g., FDI decisions, risk mitigation strategies) with patterns predicted by agency theory (e.g., H1’s prediction of low risk tolerance in SOEs).
[bookmark: _Toc199890341]4.0 Case Studies
Following Yin (2018), this study uses an explanatory case study design to test predefined hypotheses by tracing evidence across multiple data sources (e.g., firm reports, policy documents) in each case.
[bookmark: _Toc199890342]4.1 Case Study of State Power Investment Corporation
[bookmark: _Toc199890343]4.1.1 Brief Introduction
As a key state-owned enterprise directly supervised by China’s State-owned Assets Supervision and Administration Commission (SASAC), the State Power Investment Corporation or “SPIC” (formerly China Power Investment Corporation) exhibits a notably low risk tolerance in its foreign investments, a characteristic closely linked to its state-owned structure (Kong, 2015). 
[bookmark: _Toc199890344]4.1.2 Mechanisms of Ownership Affects Risk Preferences  
State ownership imposes multiple policy objectives that weaken profit orientation. As a state ownership company, SPIC must balance goals such as energy security, clean energy transition, and regional coordination, rather than simply pursuing maximum investment returns. For example, its nuclear power assets (SPIC is the only domestic enterprise with hydropower, thermal power, nuclear power, and renewable energy assets) are subject to national strategies for technological self-reliance, which limits exploration of high-risk technological paths (About SPIC, 2025). The existence of bureaucratic system which fostered by multiple stakeholders with the government as the main body, and the system policies places greater emphasis on risk avoidance rather than outstanding performance during evaluation (Zhu, et al., 2023). Such a situation has led state owned companies such as SPIC to adopt a conservative strategy in its internationalization activities.
Accountability mechanisms reinforce risk-averse tendencies. Clear responsibility boundaries and high costs of misconduct (such as administrative penalties for decision-making errors) constrain managerial behavior. SASAC has established strict regulations on overseas investments by central enterprises (e.g., the "Interim Measures on the Supervision and Administration of State-owned Assets Overseas for Central Enterprises") (SASAC of the State Council, 2011), emphasizing the prevention of state asset loss. Empirical studies by Huang (2020) show that SOE managers (or bureaucrats), due to their politically appointed status, tend to prioritize career advancement over long-term returns, demonstrating significantly lower willingness to take risks compared to private firms. 
[bookmark: _Toc199890345]4.1.3 Behaviors and Underlying Causes of Low Risk Tolerance  
Predicted pattern (H1): State ownership → bureaucratic constraints → low-risk ventures.
Political risks are often beyond the control of SOEs. In 2011, SPIC’s fully owned Myitsone Hydropower Project in Myanmar was suspended due to U.S. interference, political changes in Myanmar, and environmental disputes. It remains stalled to this day, resulting in massive sunk costs (Kong, 2015). This case highlights how SOEs with strong state ties are more likely to become targets in host country political struggles, leading to more conservative decision-making, less risk-taking.
The state maintains strong control over the enterprise. SPIC’s management includes few international professionals, and research indicates a “serious lack of internationally competent personnel with technical expertise and knowledge of global rules.” (Kong, 2015) Seniority-based promotion practices in SOEs further hinder the recruitment of high-quality talent. As a result, senior managers have limited understanding of overseas investment destinations, leading them to make more cautious decisions.
Observed pattern: SPIC’s delayed FDI in Myanmar and focus on policy-aligned projects directly match this prediction, confirming H1.
From the case study, we can infer that H1 can be shown on the case of the SPIC. Specifically, SPIC’s state ownership imposes policy objectives (e.g., energy security) and bureaucratic oversight, which directly constrain its risk tolerance—aligning with H1’s prediction of a negative association between state ownership and international risk-taking.
[bookmark: _Toc199890346]4.2 Case Study of OPPO Mobile Telecommunication
[bookmark: _Toc199890347]4.2.1 Brief Introduction
As a typical private enterprise in China's emerging economy, OPPO's ownership structure is characterized by centralized private control, where actual controller, which is also founder, Chen Mingyong indirectly holds 61.08% of voting rights through the labor union committee of Guangdong Ouga Holdings Co., Ltd., forming a "founder-led + employee stock ownership" structure. The founder holds approximately 10% of the shares, with the remaining equity dispersed among management, employees, and foreign capital. Foreign capital holds less than 40% of shares through Hong Kong-based companies but has no control rights.





Figure 1 Share Structure and Voting Right Structure of OPPO


[bookmark: _Toc199890348]4.2.2 Mechanisms of Ownership Affecting Risk Preferences
Centralized Control and Long-Term Strategic Tolerance The founder-led structure reduces principal-agent conflicts of interest, avoiding conservative strategies (Gomez-Mejia et al., 2017). Chen Mingyong directly decides on international expansion and supports long-term high-risk investments. Since its establishment in 2004, OPPO's business has expanded to over 70 countries and regions worldwide (OPPO Global, 2025). In 2018, OPPO spent billions of yuan to purchase patents to enter the European market, reflecting the positive correlation mechanism between private enterprises' "control rights and risk-taking".
Employee Stock Ownership Plans and Diversified Risk Perceptions Employee stock ownership plans align individual gains with long-term corporate growth, fostering a "risk-sharing" culture (Chen et al., 2016). A management team with functional diversity tends to embrace risk-taking. OPPO's decentralized equity structure promotes pluralistic decision-making, supporting its "gradual internationalization" strategy.
Foreign Capital Participation and Risk Culture Penetration Cross-national studies (Hu & Cui, 2014) show that foreign ownership correlates positively with corporate risk-taking. OPPO's foreign capital share (less than 40%) introduces a high-risk tolerance mindset, driving entry into high-barrier markets such as Europe's patent litigation environment. In regions with sound institutions like Europe, foreign-backed enterprises are more willing to take risks—OPPO's local compliance investments in Europe reflect its adaptive strategy for high-risk markets (Beyond Next, 2025).
[bookmark: _Toc199890349]4.2.3 Behaviors and Underlying Causes of High Risk Tolerance
Pattern Predicted by H2: Minority ownership governance→ risk culture penetration → aggressive internationalization. 

Strategic Consistency via Controlling Unions. Chen Mingyong ensures "strategic consistency" through union control, such as the sustained implementation of the "three-step" internationalization strategy (Southeast Asia → Europe → Global) (Oceanengine, 2023), avoiding strategic vacillation caused by dispersed equity.
Flexibility of Private Ownership. Reduced government intervention allows agile responses to trade compliance risks, such as quickly adjusting European operations to avoid patent sanctions, unlike SOEs bound by administrative directives.

Table 2 Empirical Evidence of High-Risk Internationalization Behaviors
	Behavior Domain
	Specific Case
	Risk Quantification Index

	Patent Litigation
	Withstood Nokia's patent lawsuits in 9 countries and risk of German sales bans while insisting on market deepening.
	Billions spent on patent purchases.

	Market Entry Strategy
	Adopted a "high-cost" European-first strategy (2018 Paris launch event) instead of low-risk emerging markets.
	Establishment of Western European headquarters and localized teams.

	Financial Risk Exposure
	Did not hedge foreign exchange risks, actively accepting exchange rate fluctuations to protect overseas supply chains.
	Foreign exchange exposure management strategy.


Source summarized from: Sheyan Finance. (2025). Analysis of OPPO’s dilemma: the breakthrough path under the triple challenges of high - end market, overseas expansion and innovation. cnFOL. http://mp.cnfol.com/49592/article/1743169804-141725357.html and other listed references
Observed Pattern: OPPO’s minority ownership (controlled by its founder) coincides with its high-risk European market entry (e.g., patent litigation investments), matching the hypothesis. This supports H2’s prediction of a positive moderation effect.
From the case study, we can infer that H2 can be shown on the case of the OPPO. OPPO's concentrated private ownership, with the founder controlling 61.08% voting rights, drives profit-centered goals and flexible decision-making, boosting risk tolerance, confirming H2's prediction that private ownership positively moderates aggressive internationalization.
[bookmark: _Toc199890350]5.0 Conclusion
This paper shows that a firm's ownership structure fundamentally influences its internationalization risk perception. State-owned enterprises (SOEs) show risk aversion due to political and bureaucratic constraints, while private firms prioritize profit and exhibit higher risk tolerance. Controlling shareholders often adopt conservative strategies to protect control, whereas minority shareholders push for internationalization to seek growth. Interactive effects and hybrid models further shape risk decisions. In short, ownership type, control distribution, and stakeholder dynamics determine how firms balance risks and opportunities in global expansion.
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