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How Does Corporate Governance Structure Affect Foreign
Market Entry Mode Decisions? Evidence from Chinese
Listed Companies’ OFDI into Main EU Developed Countries

Li Ping, Guo Chenxi

(School of Management , University of Chinese Academy of Sciences, Beijing 100190, China)

Abstract: By using the data of Chinese listed companies’ outward FDI (OFDI) into
main EU developed countries, this paper examines the impact of corporate governance
structure on foreign market entry mode decisions in three aspects, namely ownership
structure, board structure and management incentives. It arrives at the empirical results as
follows: firstly, companies with high proportion of state-owned equity and large board of
supervisors are more likely to pursue greenfield investment; secondly, companies with
high executive compensation are more likely to pursue mergers and acquisitions (M&:As) ;
thirdly, companies with high proportion of independent directors are more likely to pursue
joint venture. In addition, institutional ownership and CEO duality are positively associat-
ed with the preference for M&.As or joint venture; executive ownership is positively asso-
ciated with the preference for greenfield investment or joint venture, while ownership con-
centration and board size have no significant effects on foreign market entry mode deci-
sions. It provides important evidence for the advancement of the going-out of Chinese firms
through the perfection of corporate governance.

Key words: corporate governance; market entry mode; foreign direct investment;
EU (WHE% 4 B —r)
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