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Abstract.  Under the background of high-level two-way opening up, the "double
transnational equity joint venture" in which foreign shareholders and foreign subsidiaries
coexist is becoming more and more common, but its microscopic impact on the
internationalization of enterprises still lacks systematic evidence. This paper takes China's
A-share listed companies from 2013 to 2024 as a sample, constructs a double transnational
equity joint venture index, and uses the two-way fixed effect model of enterprise and year to
test it. The study found that the dual transnational equity joint venture significantly
increased the overseas business income of enterprises. The conclusion was to maintain
stability under the lag treatment and the six types of robustness test; the relationship of
negative adjustment of the institutional distance, the greater the distance, the weaker the
promotion effect; heterogeneity analysis shows that the promotion effect is more prominent
in non-state-owned enterprises. This article expands the interpretation logic of enterprise
internationalization from the perspective of micro-equity structure, which is of reference
significance for enterprises to steadily promote "going out" with the help of foreign equity
association.
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1. Introduction

Promoting a high level of opening up to the outside world and cultivating world-class enterprises
with global competitiveness has become an important issue in the new stage of development. The
scale of China's outward direct investment continues to be at the forefront of the world, and the
internationalization of enterprises has gradually changed from policy-driven to capability-driven [1].
In the process, how foreign capital shapes the international trajectory of local enterprises through
equity channels has attracted wide attention from the academic and practical circles.

Unlike simply establishing foreign-funded subsidiaries or simply absorbing foreign-funded
shareholders, some enterprises have the dual characteristics of "the top ten shareholders with
foreign-funded background" and "establishing foreign-funded joint venture subsidiaries". This
article calls it dual transnational equity joint ventures. This structure introduces international
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governance and resources at the shareholder level, and embeds a cross-border cooperation network
at the management level, which theoretically can provide a stronger driving force for the
internationalization of enterprises [2, 3]. However, studies have mostly focused on the location
selection and entry mode of outward direct investment [4, 5], or the single-dimensional effect of
foreign shareholding [6]. There is a lack of direct testing of the international consequences of the
double foreign investment relationship between shareholders and subsidiaries.

This article takes Chinese A-share listed companies from 2013 to 2024 as a sample to empirically
examine the impact, boundary conditions and heterogeneity of dual transnational equity joint
ventures on the internationalization of enterprises. The possible marginal contributions are: first, put
forward and measure the dual transnational equity joint venture, which expands the explanation
framework of enterprise internationalization from the perspective of micro equity structure; second,
introduce institutional distance as a situational variable to portray the boundary conditions for the
role of foreign equity association; third, heterogeneity analysis based on the nature of property
rights, which provides a basis for differentiated open policies and enterprise "going out" practice.

2. Literature review

2.1. Transnational equity joint ventures and enterprise internationalization

The internationalization of enterprises is essentially a process of constantly acquiring external
knowledge, embedding in international networks and reducing the "disadvantage of outsiders" [7].
From the perspective of a springboard, enterprises in emerging economies often rely on external
contacts to quickly obtain the resources and capabilities required for internationalization to make up
for congenital shortcomings [2]. Dual multinational equity joint ventures open up two channels for
shareholders and management at the same time: at the shareholder level, major shareholders with a
foreign-funded background can bring international market information, management experience and
governance norms, and improve the quality of decision-making through supervision [8]; at the
business level, foreign-funded joint venture subsidiaries provide ready-made networks, channels and
partners to enter overseas markets, reducing the search and coordination costs of developing
international markets [7, 4]. In addition, foreign equity association itself has a quality signal and
legality effect, which helps to alleviate the information asymmetry of overseas stakeholders and
improve the probability of enterprises being accepted by the international market [3, 6].
Accordingly, it is proposed that:

H1: Dual transnational equity joint ventures have a significant positive impact on the
internationalization of enterprises.

2.2. The moderating effect of institutional distance

Whether the knowledge and network carried by foreign equity association can be transformed into
international performance depends on the degree of institutional matching between the home
country and the host country [9]. When the institutional distance is large, the difference between
formal and informal systems increases the cost of rule adaptation, compliance and communication.
It is more difficult to directly migrate the experience and practices accumulated by foreign
shareholders and joint venture partners to the target market, and the "outsider disadvantage" rises [5,
10]. At the same time, the large institutional distance exacerbates the uncertainty and legal pressure
of overseas operations, and weakens the resource and signal value of equity association [11].
Accordingly, it is proposed that:
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H2: The institutional distance negatively moderates the relationship between dual transnational
equity joint ventures and the internationalization of enterprises.

3. Methodology

3.1. Sample and data

This article takes China's A-share listed companies from 2013 to 2024 as the research object,
eliminates the missing samples of financial, ST and key variables, and processes the continuous
variables in 1% and 99% percentiles per year, and finally obtains the annual observation values of
2,600 enterprises and 17,928 enterprise-year observations. Enterprise financial and governance data
comes from the mainstream listed company database, and the information of foreign shareholders
and foreign subsidiaries is manually sorted out and cross-checked [12].

3.2. Variable definitions

The explained variable is the internationalization of the enterprise (y), measured by the natural
logarithm of overseas business income; the proportion of overseas business income to total
operating income is further adopted in the robustness test (y1). The core explanatory variable is a
double transnational equity joint venture (x2): when there are foreign-funded background
shareholders among the top ten shareholders of the enterprise and foreign-funded joint venture
subsidiaries are established at the same time, it takes a higher value, otherwise it takes zero; in the
robustness test, the top three shareholders are used to reconstruct the indicator (x4). The moderating
variable is institutional distance, which portrays the institutional differences between the home
country and the host country. Control variables include corporate financial and governance
characteristics such as enterprise size, financial leverage, profitability, growth, board size, proportion
of independent directors and equity concentration.

3.3. Model specification

In order to alleviate the interference caused by the unobservable individual characteristics of the
enterprise and the common time impact, this paper constructs a two-way fixed effect model of the
enterprise and the year:

(1)

Among them, μi and λt represent the fixed effect of enterprise and year respectively, and standard
errors are clustered at the firm level. The coefficient β measures the average impact of dual
transnational equity joint ventures on the internationalization of enterprises. When testing the
moderating effect, the interaction between the core explanatory variable and the centralized
institutional distance is further introduced. Figure 1 summarizes the research framework, including
the hypothesized transmission mechanisms and the moderating role of institutional distance.

yit = α + β x2it + γ Controlsit + μi + λt + εit



Proceedings	of	the	10th	International	Conference	on	Economic	Management	and	Green	Development	
DOI:	10.54254/2754-1169/2026.34883

54

Figure 1. Research framework — transmission mechanisms (H1) and the moderating role of
institutional distance (H2)

4. Results

4.1. Benchmark regression

Correlation analysis shows that the correlation coefficient between dual transnational equity joint
venture and enterprise internationalization is 0.356, and it is significantly positive at the 1% level,
which initially supports the research hypothesis. Table 1 reports the results of the benchmark
regression. When only the two-way fixed effect is included, the coefficient of the double
transnational equity joint venture is 0.1283, which is significantly positive at the 1% level; after
gradually adding the control variable, the coefficient is 0.0669 (t=5.03), which is still significant at
the 1% level, and the goodness of fit of the model reaches 0.915. This shows that for every unit
increase in dual transnational equity joint ventures, the overseas business income of enterprises
increases by about 6.7%. H1 is supported.

4.2. Endogeneity and robustness tests

Considering that there may be reverse causality between the equity structure and the
internationalization of enterprises, this paper re-estimates the core explanatory variables after
lagging one period. Its coefficient is 0.0426 (t=3.17), which is significant at the 1% level, indicating
that the dual transnational equity joint venture in the previous period still significantly promotes the
internationalization of the current period, and the explanatory power of the reverse cause and effect
is limited. Furthermore, this paper implements six types of robustness tests: randomly eliminating
10% of samples (coefficient 0.0618), adding regional fixed effects (0.0669), changing to industry-
level clustering standard errors (0.0669), replacing the explained variable with the proportion of
overseas business income (0.0065), using the top three shareholders to reconstruct the core
explanatory variable (0.0174), and eliminating the epidemic impact years of 2020-2021 (0.0672).
The above coefficients are all significantly positive at the level of 1%, and the core conclusion
remains stable. Figure 2 reports the coefficient estimates and their 95% confidence intervals across
the comparable specifications.
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Figure 2. Coefficient on the dual transnational equity joint venture across specifications (point
estimate, 95% CI)

Table 1. Dual transnational equity joint ventures and enterprise internationalization. Standard errors
in parentheses; *** p<0.01, **p<0.05, * p<0.10

Variable (1) (2) (3)

Dual transnational equity JV (x2) 0.1283*** 0.0669*** 0.0713***
(0.0140) (0.0133) (0.0137)

Institutional distance 0.0295***
(0.0100)

x2 × Institutional distance −0.0148**
(0.0059)

Controls No Yes Yes
Firm FE Yes Yes Yes
Year FE Yes Yes Yes

Observations 17,928 17,928 17,928
R-squared 0.899 0.915 0.915

5. Discussion

5.1. The moderating effect of institutional distance

Column (3) of Table 1 tests the moderating effect of institutional distance. The coefficient of the
core explanatory variable is still significantly positive (0.0713), and the coefficient of the interaction
between the institutional distance and the double transnational equity joint venture is −0.0148,
which is significantly negative at the 5% level. This shows that the greater the institutional distance,
the weaker the role of dual transnational equity joint ventures in promoting the internationalization
of enterprises, and H2 is supported. The reason is that institutional differences increase the difficulty
of knowledge transfer and compliance coordination, aggravate the uncertainty of overseas
operations, and thus weaken the resource value and legal value of foreign equity associations [5, 11].
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5.2. Heterogeneity by ownership type

Considering the differences in target functions and resource constraints of different ownership
enterprises, this article is grouped according to the nature of property rights. The results show that in
non-state-owned enterprises, the coefficient of dual transnational equity joint ventures is 0.0623
(t=4.27), which is significant at the 1% level; in state-owned enterprises, the coefficient is 0.0505,
which is only significant at the 10% level, and the value is smaller. This shows that the promotion
effect is more prominent in non-state-owned enterprises. The possible explanation is that non-state-
owned enterprises have a higher degree of marketization and more flexible decision-making, which
can transform the international network and resources brought by foreign shareholders and joint
venture partners into real international expansion; while state-owned enterprises are affected by
multiple goals and existing overseas channels, and the marginal effect of foreign equity association
is relatively limited [13, 14].

6. Conclusion

Based on Chinese A-share listed companies from 2013 to 2024, this article finds that dual
transnational equity joint ventures significantly increase enterprises' overseas business income. The
effect is robust to lag treatment and multiple robustness tests, is negatively moderated by
institutional distance, and is more pronounced among non-state-owned enterprises.

The inspiration of this article is as follows: first, enterprises can take the initiative to introduce
high-quality foreign shareholders and expand foreign joint venture networks, and transform the
international association at the equity level into the internationalization ability at the management
level; second, when entering a market with a large institutional distance, it should be supplemented
by more complete localization and risk management arrangements to make up for the decline of the
equity association effect; third, at the policy level, differentiated guidance can be implemented for
enterprises with different ownership systems [15, 16]. There are also shortcomings in this article:
limited by the availability of effective exogenous instruments, there is still room for improvement in
causal identification. In the future, it can be further expanded by combining stronger exogenous
shocks and transnational data.
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