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Abstract

Over the past ten years, State-Owned Enterprises (SOEs) gained great momentum in the
global economy as key outward foreign direct investors. The global financial crisis may
have established the conditions for the fast-growing internationalization process of
SOEs, particularly of those originating from emerging countries. In spite of being at the
core of the international economic debate, the intervention of SOEs in outward foreign
direct investment (OFDI) has not been systematically studied, being the subject of only
very recent and scattered research. The present dissertation addresses this gap by
fulfilling two main objectives of research, corresponding to the two parts of this work:
to undertake a comprehensive literature review and to implement a bibliometric study of
the existing literature on OFDI performed by SOEs. Therefore, the value of this study
lies in exhaustively gathering and organizing relevant and updated data on this

emerging topic.

The thorough literature review provided highlights the core economic and geopolitical
topics regarding OFDI activity by SOEs: from SOEs’ motivations and advantages for
venturing abroad to regulatory barriers and legal concerns raised by host countries.

The bibliometric techniques used in this study deepen and systematize the analysis of
the relevant literature, unveiling its main contributions and contributors, trends and

patterns, but also disclosing and depicting its scientific roots and scientific influence.

The findings of the present bibliometric study confirm that the literature on this topic is
very recent, as well as its origins and impact on other investigations: studies intensified
in the post global financial crisis period, with a clear focus on outward investment flows

from Asian SOEs to developed economies.

Keywords: State-Owned Enterprise (SOE), Outward Foreign Direct Investment
(OFDI), Emerging Economies, State Ownership, Bibliometric Techniques



Resumo

Nos ultimos dez anos, as Empresas Publicas tém vindo a ganhar uma grande relevancia
na economia global como importantes investidores diretos no exterior. A recente crise
financeira global pode ter estabelecido as condi¢cBes para o rapido crescimento do
processo de internacionalizacdo das Empresas Publicas, nomeadamente daquelas
provenientes de paises emergentes. Apesar de estar no centro do debate econdémico
internacional, a intervencdo das Empresas Publicas no Investimento Direto Estrangeiro
(IDE) ainda n&o foi sistematicamente estudada, sendo objeto de investigagdo muito
recente e dispersa. A presente dissertacdo preenche esta lacuna, ao cumprir dois
objetivos de investigacdo principais, correspondendo as duas partes em que se divide
este trabalho: realizar uma revisdo detalhada da literatura e implementar um estudo
bibliométrico da literatura existente sobre o cenédrio mundial de IDE realizado por
Empresas Publicas. Assim, o valor deste trabalho reside na recolha exaustiva e

organizacdo e tratamento de informacao relevante e atual sobre este tema emergente.

Uma revisdo exaustiva da literatura destaca os principais temas econdémicos e
geopoliticos relativos a atividade de IDE pelas Empresas Publicas: desde as motivacoes
e vantagens das Empresas Publicas no seu processo de internacionalizacao, as barreiras

regulatérias e questdes legais levantadas pelos paises de destino.

As técnicas bibliométricas utilizadas neste estudo aprofundam e sistematizam a anélise
da literatura pertinente, revelando os seus principais contributos e autores, tendéncias e

padrdes, mas também divulgando e retratando as suas raizes e influéncia cientificas.

Os resultados do presente estudo bibliométrico confirmam que a literatura sobre este
tema é ainda muito recente, bem como suas origens e impacto sobre outras
investigacOes: os estudos intensificaram-se no periodo pos-crise financeira global, com
um claro enfoque nos fluxos de investimento estrangeiro das Empresas Publicas

Asiaticas para as economias desenvolvidas.

Palavras-chave: Empresas Publicas, Investimento Direto Estrangeiro (IDE),

Economias Emergentes, Propriedade Estatal, Técnicas Bibliométricas
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Introduction: motivations, goals and research subject

It is a fact that the public sector has been, for a long time, a key economic actor in most
economies, regardless of their level of development (Kowalski, Buge, Sztajerowska &
Egeland, 2013). The last decade has seen State-Owned Enterprises (SOEs) gain a
crucial role as outward foreign direct investors, leading to important and often
controversial debates at the economic and geopolitical levels. For instance, the issue of
competitive neutrality (Capobianco & Christiansen, 2011) has been raised in several

economic forums, with the OECD leading this debate.

Of the Forbes© Global 2000 list of the world’s largest companies, 204 were identified
as majority SOEs in the business year 2010-2011 (Kowalski et al., 2013). In 2013, the
UNCTAD identified at least 550 SOEs that are Multinational Enterprises (MNES), with
their foreign assets estimated at more than $2 trillion (UNCTAD, 2014).

More interesting is the realization that most of these SOEs have emerging markets as
countries of origin (Sauvant & Strauss, 2012). Actually, while SOEs account for around
5% of the total economy of an average OECD country (measured by output, value
added or employment), this share ranges from 10% to 40% in the largest emerging
economies (OECD, 2009a). In 2006, SOEs were already responsible for about 15% of
regional Gross Domestic Product (GDP) in Africa, 8% in Asia and 6% in Latin America
(Robinett, 2006).

The global financial crisis gave SOEs the ideal conditions for a rapid growth of their
Outward Foreign Direct Investment (OFDI) (Sauvant & Strauss, 2012), mainly through
International Mergers and Acquisitions (IM&As) (OECD, 2013). China is the clearest
example of all, being the most studied and debated case. This constitutes no surprise as
Chinese SOEs are at the forefront of global SOE-related IM&A deals (Duan, 2011).

In fact, OFDI by SOEs grew during the recent crisis’ years, bringing some much-needed
liquidity to the world economy (Sauvant, Maschek & McAllister, 2009). In 2012, OFDI
by SOES flows amounted to $145 billion, accounting for almost 11% of global Foreign
Direct Investment (FDI) (UNCTAD, 2013).



In spite of being at the core of the international economic debate, the emergence and
increasing relevance of SOEs as key promoters of OFDI has not been systematically
studied, and, as a result, there is scarce and very recent research. Faced with this

scenario, the present dissertation has two clear objectives of research:

(1) To undertake a comprehensive literature review;

(2) To implement a bibliometric analysis of the existing literature;

In so doing, the dissertation aims to pave the way for future studies on the topic, with a
valuable contribution for the state-of-the-art of OFDI activity performed by SOEs.

It is fundamentally important to deepen this topic by describing the current scenario of
SOEs’ OFDI activity, analyzing the extant literature and developing its organization and
systematization. An exhaustive literature review will allow us to gather as much

updated and wide information as possible, in order to address the following questions:

(1) How important is State ownership in the world economy?
(2) What are the trends and patterns of OFDI by SOEs?

(3) Which motivations drive the internationalization strategy of SOEs, notably

through Foreign Direct Investment (FDI)?

(4) What types of advantages granted to SOEs by Governments may be unfair

and discriminatory to their private counterparts?

(5) Which regulatory frameworks and policies exist in order to regulate the

OFDI activity by SOEs and ensure competitive neutrality?

(6) How did these regulatory environment changed in the last decades?

After this comprehensive literature review, a rigorous bibliometric study of the

literature will be implemented, aiming at:



- Unveiling contributions and contributors, the main journals where the literature
has been published, and undertaking a related thematic, chronological and

geographical analysis of this literature;

- Developing an issue-based study using the bibliometric methodology, with the
purpose of studying determinants, impacts, differences in investing patterns,

among other issues;
- Unveiling the roots of this literature

- Analyzing the impact of this literature, i.e. its scientific influence;

It must be emphasized that bibliometric techniques are the most suitable methodology
to carry out such a comprehensive and up-to-date empirical analysis (Teixeira, 2013).
Bibliometrics consist on the application of quantitative methods to different types of
publications, being used extensively in the assessment of research performance (Russell
& Rousseau, 2002). And once bibliometric data are mainly citations, such methodology
provides a true indicator of the academic influence of a field (Heberger, Christie &
Alkin, 2014). Particularly in Economics, bibliometric indicators serve the purpose of
measuring productivity and eminence (Russell & Rousseau, 2002). Hence, bibliometry
meets all the requirements to cover the full scope of our research subject, that being the
reason of its choice.

This study highlights the core economic and geopolitical topics regarding the OFDI
activity by SOEs, paving the way for future studies based on detailed investigations -

for instance, per country and economic sector.

This dissertation is organized as follows: Chapter 1 consists of a thorough Literature
Review, structured along the key topics of interest; Chapter 2 presents the
Methodology, with particular focus on the bibliometric techniques that will be used,;
Chapter 3 performs a bibliometric study of publication, citation and literature influence
patterns. Finally, conclusions will be drawn from this study, and avenues for future

research identified.



1. Literature review

As previously noted, the present study will focus on the growing OFDI performed by
SOEs and its impact on the global economy, international trade and policy-making in
different countries. In this way, the literature review offers a broad insight into the key
topics surrounding SOEs and their international performance at different levels:
historical and economic backgrounds of SOEs around the world; advantages and
motivations behind their OFDI; sectoral and geographical patterns of OFDI, entry and
establishment modes; competitive neutrality, corporate governance and regulatory

issues.

It is therefore important to start with a representative pool of the main definitions
underlying this dissertation, notably FDI, OFDI and that of the key entities under
analysis - State-Owned Enterprises (SOEs) - in so far that these firms can be clearly
distinguished from other possible categories, like Sovereign Wealth Funds (SWFs). The
first concept that must be highlighted before we go further on this study is Foreign
Direct Investment (FDI), defined by OECD (2008, p. 234) as follows:

“Foreign direct investment (FDI) is a category of investment that reflects the objective
of establishing a lasting interest by a resident enterprise in one economy (direct
investor) in an enterprise (direct investment enterprise) that is resident in an economy
other than that of the direct investor. The lasting interest implies the existence of a long-
term relationship between the direct investor and the direct investment enterprise and a

significant degree of influence on the management of the enterprise. (...) ”.

Related to this concept is the one of Outward Foreign Direct Investment (OFDI). Here,
OECD (2008, p. 239) points out that “the direction of the influence by the direct

investor is ‘outward’ for the reporting economy”.



Now clarifying the concept of SOEs, according to OECD (2009b, p. 5), State-Owned

Enterprises can be defined as’:

“Business entities established by central or local Governments, and whose supervisory

officials are from the Government. (...)".

Furthermore, Shapiro and Globerman (2009, p.5) emphasize that:

“State ownership may reside in the federal Government, State Governments,

’

Government ministries, or State pension funds.’

In turn, UNCTAD (2011, p.28) provides the following definition of State-Owned

Transnational Corporations (TNCs):

“State-Owned TNCs are defined as enterprises comprising parent enterprises and their
foreign affiliates in which the Government has a controlling interest (full, majority, or

)

significant minority), whether not listed on a stock exchange.’

If not wholly controlled by the Government, these companies may be called Partly
State-Owned Enterprises (PSOESs): the full controlling interest corresponds to an equity
stake greater than 50 %, while the significant minority ranges between a 10 and 50 %
stake (Christiansen, 2011).

! There are other concepts related to the intervention of the State as investor. For instance, Sovereign
Wealth Funds (SWFs) have some aspects in common with SOEs, however, they represent a separated
type of public entity, owned by a central or subnational Government, and defined by the IWG (2008, p.3)
as follows: “Sovereign wealth funds (SWFs) are special purpose investment funds or arrangements that
are owned by the general Government. (...) SWFs hold, manage, or administer assets to achieve financial

objectives, and employ a set of investment strategies that include investing in foreign financial assets. ”



Regarding the ownership format, it is important to mention that it can be classified as: a
centralized model, with an exclusive governance body; a decentralized model, with
several ministries governing the SOEs; or a dual model, with governance being shared

between a sector ministry and one single central ministry (Shapiro & Globerman, 2009).

Being the most holistic, UNCTAD’s definition is the one considered in this study when
we refer to ‘State-Owned Enterprises’ and ‘SOEs’. Within the application of
bibliometric techniques, other synonyms/designations of SOE will be used, notably:
State Enterprise, Public Enterprise, Public Company, Government Enterprise,

Government-Business Enterprise and Government-Owned Company.

In the following chapters, we will proceed with an exploratory analysis of each one of
the key themes shaped by SOEs’ OFDI. The complexity of this recent phenomenon -

that affects different fields of economy, politics and society - is emphasized.



1.1. The rising importance of SOEs in the global economy

The origin of SOEs in developed economies, more precisely in Western Europe, can be
traced to the nineteenth century, as municipal and State Governments needed to
regulate, coordinate and extend the new networks, energy systems and infrastructure
that resulted from the Industrial Revolution (Montes, 2014; Soto, 2014). The initial
strategy of Governments was to acquire utilities companies in trouble, from banks to
railways, by providing public incentives and subsidies to their owners. In 1910,
European States already owned nearly 60% of total operating railway tracks (Montes,
2014), establishing themselves as owners of large utilities companies and equity stakes
in commercial banks (Montes, 2014). After World War |, these corporations became
fast-growing entities, both in size and scope (Bernier, 2012). This became more evident
after 1930, as SOEs emerged as a countries’ strategy to face the Great Depression
(Florio, 2014a). Since then, SOEs have been essentially used as instruments to promote
social and political unification, but also to foster economic growth, sustain public
investment and generate employment (Millard, 2011; Florio, 2012). The World Bank
Group (2014) presents a broad diversity of other public policy goals which led to the
constitution of SOEs: from providing essential services and utilities to controlling
natural resources, also mentioning the resolution of market failures and the achievement

of self-sufficiency in the production of basic goods and services.

Turning to developing economies, and starting with Latin America, it is possible to
notice that the history of SOEs is quite similar to the European ones as they emerged, in
the end of the nineteenth century, to provide subsidized goods and services and to
address the lack of regulation and coverage in transportation and utilities sector (Soto,
2014). From Chile to Mexico, the origin of SOEs lied at two Government support
mechanisms: State participation in the capital of new firms and intervention in (or
absorption of) Privately-Owned Enterprises (POEs) (Soto, 2014). In Eastern (Asian)
countries like China and India, the creation of SOEs happened much later, in the middle

of the twentieth century, inspired by the Soviet model (Chavez & Torres, 2014).

Compared with those of POEs, the SOEs’ poor performance indicators observed among
different countries between the 1970s and the 1980s were a wake-up call for policy-

makers to realize that reconciling economic and policy goals is not an easy task (World



Bank Group, 2014). During the 1990s and the beginning of the 2000s, the world
economy experienced a heavy privatization wave accompanied (World Bank Group,
2014); these privatization programs were observed not only in developed countries but
also in the less developed ones (Arocena & Oliveros, 2012). Following the Washington
Consensus in Latin America and during the transition from “socialism” to a more liberal
stance in Eastern Europe, Latin American SOEs were no exception to this hegemonic
privatization process (Chavez & Torres, 2014). On the contrary, since the mid-1980s,
China and other nations of the Eastern world have invested in major reforms of their
SOEs, mainly at the operational and managerial levels (Chavez & Torres).

Despite the huge privatization phenomenon, today, many SOEs keep standing firm
while new ones are constantly emerging and growing (Stan, Peng & Bruton, 2013;
Florio, 2014a). In fact, like it happened during the Great Depression in the 1930s, the
role of the State in the economy is gaining new momentum, as nationalization has being
the response of many Governments to the 2007-2008 global financial crisis and the
opportunity for others to quickly evolve and expand abroad (Florio, 2014a; World Bank
Group, 2014). In a global perspective, SOEs account for 20% of investment, 5% of
employment, and up to 40% of output in some countries; many of them now rank
among the world’s largest companies, largest investors, and largest capital market

players (World Bank Group, 2014).

Bremmer (2009) argues that the recent global recession also brought a new model of
globalization that he calls “guarded globalization”, heavily marked by slow-moving,
selective nationalism. For several decades, globalization was driven by MNEs from
developed countries. However, the overseas expansion of Emerging Market Firms
(EMFs) through OFDI has recently become a reality and a very important shaping force
in the global economy (Hong, Wang, & Kafouros, 2014).

The high level of State Ownership is one of the main features of these large emerging
economies, such as China, India and Indonesia (Dunning & Narula, 1996, cited in Hong
et al., 2014) which is also reflected in their companies and respective performance
(Hong et al., 2014). In 2012, China has become the world’s third largest outward
investor, behind the United States and Japan, with US$84 billion OFDI (Sauvant &
Chen, 2013). China is predicted to originate between $1-2 trillion of OFDI in the next



10 years (Tasche, 2012). China and India together represent almost two-thirds of the
EMPFs arising from developing countries (Chittoor, Ray, Aulakh, & Sarkar, 2008).

State Capitalism is the key driver behind this emergent phenomenon: by distorting the
performance of free markets and globalization, it allows to control the wealth that
markets generate, with the Government playing a dominant role through SOEs and
politically loyal corporations (Bremmer, 2009). The financial and political support of
home Governments determines the role of SOEs as the main drivers of OFDI performed
by emerging economies; and it has become clear that the assets they are seeking include
large sources of natural resources and involve often risky political environments
(Bremmer, 2009; Ramasamy, Yeung & Laforet, 2012). In the end, among the research
community, State Capitalism is seen through different lenses: while some analysts
consider it one of the main reasons for the current economic slowdown, others see in

SOEs a major potential force for revitalizing the world economy (Florio, 2014b).

And despite the evident prominence of emerging economies in this field, like the BRICs
— Brazil, Russia, India and China — and some other countries in Latin America and Asia,
it is recalled that SOEs remain relevant in a number of European nations, ranging from
France, Italy, Austria, Belgium and the Netherlands to Poland, Slovenia and the Czech
Republic (Chavez & Torres, 2014).

1.2. Motives for SOES’ Internationalization

Regarding the drivers for the internationalization of SOEs, there is one starting point to
have in mind: SOEs will often need to coordinate and balance two main objectives
within their strategy — an economic one, addressing market imperfections; and a
political one, linked to the ideology and political strategy of the Government (Estrin,
Meyer, Nielsen & Nielsen, 2012; Cuervo-Cazurra, Inkpen, Musacchio & Ramaswamy,
2014).

According to Choudhury and Khanna (2014), within this internationalization process,

the SOE may be used by the Government as:

- Adriver of bilateral trade agreements;



- An agent of industrial policy, to secure access to new assets, materials and
distribution networks (Athreye & Kapur, 2009);

- A “national champion”, by helping to close economic gaps such as market
failures (Hong et al., 2014);

- A mobilizer of national monopoly, by boosting national pride (Shapiro &
Globerman, 2009) while shaping the State’s development and growth strategy
(Hong et al., 2014);

- A “fiscal agent” for monopoly taxes collection;

In the new era of “guarded globalization”, the effect of State Ownership in FDI will
always be stronger in sectors that represent a strategic priority for the Governments
involved (Bremmer, 2009; Hong et al., 2014).

Particularly in emerging economies, besides providing more opportunities for the
country’s economic growth, OFDI also gives access to tangible and intangible assets
(from raw materials to patents) which may be relevant for the national development
strategy (Hong et al., 2014). This means that the goals behind their internationalization
process can be summarized as opportunity-seeking and asset-seeking motives (Luo &
Tang, 2007).

Child and Rodrigues (2005, p. 384) further explain this phenomenon by following the
“late development” framework: “these countries had to ‘catch up’ with early developing
countries in terms of technology and know-how, as well as in the development of
business environments supportive of international competitiveness”. On that basis, it is
possible to argue that, when going overseas, EMFs are basically seeking to integrate
competitive advantages that they lack (Athreye & Kapur, 2009). In the FDI processes,
State Ownership in a way may represent a key ownership advantage, as will be

explained further in the next section.

Coming back to Chinese matters, it must be noted that the growth in Chinese OFDI
concurred with a transition from a centrally planned economy to a market-based system
(Hong et al., 2014). As the main example of State Ownership influence on OFDI, there
are two main internationalization goals that were at the inception of the formal China’s
go-out strategy in the 10" Five Year Plan on Economic and Social Development, in
March 2000 (Sauvant & Chen, 2013): (1) To support and facilitate OFDI in order to

10



nurture globally competitive Chinese firms; and (2) To contribute to the country’s
national development — by supporting particular industries and activities in their
internationalization process. Such scenario clarifies the reasons why Chinese central and
regional Governments are now considering their SOEs as “the pillars of national

economy” (Huang & Renyong, 2014, p. 396).

As compared to China, and regarding the economic liberalization process in the
country, the Indian Government has been playing a lighter — but yet existing - role in
promoting the internationalization of the national firms being focused, above all, on the
full and partial privatization of SOEs (Chittoor et al., 2008). We shall here note that
SOEs, compared to POEs, are subject to more sensitive issues when going abroad (such
as the fear by host Governments of political motivations), which might explain the
Indian strategy. Large-scale SOE investment in countries with a controversial regime
may affect the political reputation inside the home country; also, SOEs are usually
committed to meet the highest standards in their foreign expansion, in order to maintain
this standing reputation amongst host consumers and citizens (Knutsen, Rygh &
Hveem, 2011).

1.3. Advantages of State Ownership and SOEs’ Internationalization

A firm’s ownership has a significant impact on its OFDI motivation and behavior
(Huang & Renyong, 2014). The State can be a relevant source of competitive
advantages that help firms compete in international markets (this having potentially

competition-distorting effects, this leading to frequent controversy).

This fact helps to explain the high level of State Ownership in emerging countries
already mentioned in the previous section. Three main advantages shall be noted (Hong
et al., 2014): (1) Governments in emerging countries keep their direct involvement in
business at a high level; (2) markets in emerging economies are more recently
established which allows for stronger and more influential governmental involvement;
(3) due to the limited business experience, resources and capabilities of emerging

market enterprises, Government acts as a key driver for internationalization.

In general - focusing not only in emerging countries but also in the developed ones -,

other particular advantages shall be mentioned - such as granted advantages supporting
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the internationalization process of SOEs, such as the reimbursement of the investment
made overseas if in risky and unstable institutional environments, in case of
expropriation or other negative outcome; and FDI’s ensured protection against
institutional risk factors like weak rule of law, lack of guarantee of property rights and

corruption (Knutsen et al., 2011).

1.4. Trends and patterns of ODFI by SOEs
1.4.1. The sectoral incidence of OFDI by SOEs

According to the UNCTAD, TNCs owned by the State reveal a pattern in terms of the
type of industries in which they invest the most. There are three main types: (1) capital-
intensive industries; (2) industries that require monopolistic positions to achieve
economies of scale; and (3) industries envisioned by the strategic goals and priorities of
the country (UNCTAD, 2014).

Historically, the internationalization process of SOEs started, in the middle of the
twentieth century, with a clear investment focus on the natural resource-based sectors
and extractive industries, notably mining, oil and gas extraction (Cuervo-Cazurra et al.,
2014). Nowadays, the truth is that SOEs control more than three fourths of global crude
oil reserves (UNCTAD, 2014). The world’s largest TNCs in this industry are owned and
controlled by developing country Governments from countries like Brazil, China,
Russia, Malaysia and Saudi Arabia (UNCTAD 2014).

It is also known that the above-stated countries are strengthening their investment in
low-income countries. Although these SOEs have begun by investing in the natural
resource-based sectors, they are now more and more focused on agriculture,

manufacturing and service industries (Mlachila & Takebe, 2011).

Most recently, SOEs’ global presence is becoming increasingly evident in infrastructure
industries and public utilities like gas, electricity, telecommunication, transport and
water - which, in value terms, account for half of the world’s total SOE sector-,
financial services — where the second largest concentration of SOEs lies (Christiansen,
2011; UNCTAD, 2014) -, but also in technology-based segments such as nuclear power

generation and automobile manufacturing (Cuervo-Cazurra et al., 2014). Following so
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many years of State control over its electricity and telecommunications services, and
marked by the significant wave of privatization, Europe is becoming a clear example of
an investment destination for foreign countries within these sectors (Clifton & Diaz-
Fuentes, 2010).

Regarding the investments by stock-market listed PSOEs, they are relatively more
concentrated in the utilities sectors, also with some examples within the financial

services (Christiansen, 2011).

1.4.2. The geographical incidence of OFDI by SOEs

At this stage, it makes sense to globally map the OFDI by SOEs not only

geographically, but also by sector of activity.

UNCTAD (2014) points out the high concentration of the most important State-Owned
TNCs in Europe, with more visible cases in France (GDF Suez, EDF SA, Orange SA,
Airbus Group), Germany (Volkswagen Group, Deutsche Telekom) and Denmark (SAS
AB) (Christiansen, 2011). In the same way, Europe also covers the largest portfolio of
PSOEs worldwide (Christiansen, 2011).

However, it is estimated that 56% of all SOEs worldwide are located in developing and
transition economies (Utter, 2011). It is also known that SOEs from these emerging
countries are more likely to be majority Government controlled than SOEs from
developed economies (Utter, 2011). With an increasingly substantial role as source of
OFDI, the BRICS were the main contributors to the growth in FDI flows in 2013
(UNCTAD, 2014). However, there are other emerging countries that have been
extending their global reach through State-Owned companies and equally deserve

attention, such as Malaysia, Kuwait and Saudi Arabia (Cuervo-Cazurra et al., 2014).

Today, most of FDI flows are still observed among developed (“North™) countries
(Shapiro & Globerman, 2009), however, OFDI between “South” countries is expected
to be more resilient than flows from developed nations, mainly due to the increasing
activity of SOEs (Dabla-Norris, Honda, Lahreche & Verdier, 2010). There are also
indications that there will be increasing South-North flows, essentially driven by SOEs
(Shapiro & Globerman, 2009).
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In 2009, 25 OECD countries accounted for a total of about 2,050 SOEs valued at
US$1.2 trillion; in turn, these SOEs accounted for 15% of GDP of their respective
economy (World Bank Group, 2014). According to Christiansen (2011) and to the
OECD, the highest valuation of a national SOE sector is found in Korea, whose SOE
sector is evaluated at US$ 178 billion, followed by Norway, with an SOE sector whose
value is estimated at US$ 131 billion.

In terms of SOE employment rate, Norway is the number 1 country: its SOE sector is
responsible for 9% of total employment (Christiansen, 2011). The top 5 also includes
Estonia, surpassing 4% of total employment, Hungary and Finland with about 4%, and
Portugal with respectively 3,5% (Christiansen, 2011). Therefore, SOEs are present all
over the world, and are relevant in large and small economies, and in developed and

developing countries.

1.4.3. OFDI by SOEs via International Mergers and Acquisitions (IM&AS)

Regarding SOEs’ modes of establishment in international markets, especially in
emerging economies, the acquirer Government looks at IM&As like the quickest and
most effective way for gaining global competitive advantage (Kling & Weitzel, 2011).
The success of IM&As and cross-border expansion is associated both with internal and
external governance mechanisms (Kling & Weitzel, 2011).

From 2005 to 2010, four out of the six FDI projects with a value of more than $10
billion were driven by developing country State-Owned TNCs; also, two-thirds of the
IM&As conducted by emerging State-Owned TNCs were directed to developed nations
(UNCTAD, 2011). The BRICs are a clear example of the increasing role of SOEs in
IM&As (Shapiro & Globerman, 2009).

Between 1981 and 2010, the IM&As driven by State-Owned TNCs mainly focused on
the sectors of extractive industries, utilities, and telecommunications (UNCTAD, 2011).

This difference between the patterns of IM&A investment by State-Owned TNCs from
developed and developing countries is the result of different strategies and motivations
behind FDI (UNCTAD, 2011): while developed SOEs aim at leveraging their firm-
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specific assets and capabilities, expanding their business area, SOEs from emerging
economies are mostly looking for assets they lack in their territory (UNCTAD, 2011).

Once again, we will use China’s performance in cross-border M&As in order to better
understand the State strategy behind this FDI establishment mode. Starting with
Chinese acquisitions, Rui &Yip (2007) highlight four strategic scenarios placed behind
this governmental investment: (1) Transitionally oriented firms with focus on global
competitive positions; (2) Firms with no certain orientation, but aiming to offset their
competitive weaknesses by using acquired assets and capabilities to transform
themselves (most SOEs); (3) Domestically oriented firms aiming to compete with
MNEs in Chinese markets by using acquired strategic assets; (4) Niche market players
looking for specific new business opportunities. The authors reinforce the importance of
the institutional framework to shape the strategic intent of acquisition: firms make the
best use of State incentives in order to take the risk overseas, gaining access to new
capabilities and knowledge, as well as leveraging their ownership advantages (Rui
&Yip, 2007).

Chinese SOEs IM&A deals are mainly concentrated in the industries of resources and
energy, telecommunications and electronics (Rui &Yip, 2007). Other interesting fact is
that most of the acquired firms are located in advanced economies, and usually facing
financial or strategic problems (Rui &Yip, 2007). Thus, it makes sense to link the rise
of so many SOEs from emerging countries to times of financial crisis in Western
countries. A good example may be seen in Russia, an emerging economy, whose IM&A
deals have increased more than ten times from the first half to the second half of the
2000s. Notably, 59% of cross-border M&A deals were closed within the primary sector
and Russian companies have mainly targeted other companies located in developed

regions such as Europe and North America (Panibratov & Kalotay, 2009).

The recent growth of IM&As as a market entry strategy in developed countries (mainly
conducted by private and public companies from emerging economies) has been raising
some political issues and the protectionist attitude from developed economies (Sauvant,
2011). These IM&As have three main features that set up this complex scenario: (1)
they represent a change in ownership to a foreign entity; (2) they are often accompanied

by restructuring (with the possibility of involving a workforce reduction and closing
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down of production capacities; (3) they usually target firms in sensitive sectors or
national champions (Sauvant, 2011). This scenario led an increasing number of
countries to install control mechanisms to monitor IM&As that might not be compatible
with their national interests — like what happened in the US and in Canada; after all,
these interests face risks when a domestic firm becomes part of a foreign investor’s
domain (Heinemann, 2012). Not surprisingly, the success rate of the completion of
IM&A deals is more prominent in countries with weaker institutional frameworks
(Zhang, Zhou & Ebbers, 2011). At a global level, the failure rate in the completion of
IM&As remains at 70% (Fei, Xu, Li & Huang, 2012).

1.4.4. OFDI by SOEs via Greenfield Investments

Greenfield FDI can be defined as the “investments that create new production facilities
in the host countries” (Qiu & Wang, 2011, p. 836)2. In general, it is noticeable that an
increased cross-border M&A activity is usually followed by higher Greenfield FDI
(Calderon, Loyaza & Serven, 2004).

Regarding SOEs’ activity, Greenfield FDI is still not properly documented when
compared to IM&As, which are much more common and wide-ranging.

As already mentioned in the previous sections, State ownership might raise protectionist
issues when a SOE looks for investment in other country. In order to minimize
hostilities, Greenfield FDI emerges as a suitable choice with higher investment
spillovers for the host country (Cuervo-Cazurra et al., 2014) and in some cases low

initial capital commitments? for the investor country (Meyer, Ding, Li & Zhang, 2013).

Contrary to mergers or acquisitions, a wholly owned Greenfield investment is focused
in the creation of new productive and operational facilities* in the host country (Cuervo-
Cazurra et al., 2014), promoting a more likely significant knowledge transfer as long as
asset allocation and innovation spillovers materialize (Klimek, 2011). The set-up of an
entirely new project becomes a real argument to create additional employment and

2 This is a somewhat narrow definition, as non-production activities may be involved in a Greenfield
investment — provided it implies the set-up of a new operation in a foreign country.

3 The latter (lower initial capital commitments in Greenfield than in IM&As) is not at all evident, but in
some cases it may occur, as documented by Meyer et al. (2013).

4 Or other value-added activities, not necessarily production-oriented.
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promote local development and economic growth, bringing, it is often argued, more
positive outcomes for the host country when compared to the transfer or acquisition of
existing facilities (Cuervo-Cazurra et al., 2014). However, authors like Zhuang (2012)
state that Greenfield investment contributes positively to economic growth of the host

country only when a minimum level of human capital is available in the host territory.

Nevertheless, when venturing abroad, the SOE must look carefully at the pros and cons
of each FDI establishment mode. In the case of Greenfield investment, in a general way,
SOEs tend to choose a lower control level than their private counterparts (Meyer et al.,
2013).

1.5. Governance of SOEs

For a long time, SOEs were merely envisioned as political entities, being excluded from
the “market economy” and the rule of competition law (Aproskie, Hendriksk & Kolobe,
2014). As mentioned in section 1.2., the truth is that SOEs may have a double role for
Governments, being used both as economic and policy instruments. Authors like
Shapiro and Globerman (2009) state that the operations and performance of SOEs result

from the interaction of social, political and commercial goals.

This reality leads us to the concept of Corporate Governance which, in a general way,
can be explained as a methodology for directing and controlling a company, in order to
address its goals and add value to its performance, while bringing long-term benefits to
all stakeholders involved (Nevondwe, 2012, cited in Nevondwe, Odeku & Raligilia,
2014). Regarding SOEs, Corporate Governance ‘“comprises institutions and policies
created by Governments as a framework for economic and social relations”
(Globerman & Shapiro, 2002, p. 1901). Florio (2014c, p. 205) goes even further by
pointing out that “a Government-Owned Enterprise without a public mission, in a

precise sense, is not a true Public Enterprise”.

In the governance exercise of SOEs, there are three key entities involved: policy-makers
and Government departments; regulatory agencies; and SOE managers (Florio &
Fecher, 2011). Depending on the country-specific political, institutional and economic

context, the interaction between these stakeholders may bring some alignment issues
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(when the interests and approaches at stake are dissonant) that can affect the SOE’s FDI

performance and competitive neutrality.

Developed countries have been overcoming this kind of issues through a combination of
privatization and corporatization (Shapiro & Globerman, 2009). In developing
economies, most governance failures are linked to noncommercial goals, limited
transparency and attenuated managerial accountability, mainly because their SOEs are
focused on achieving national goals and competitiveness beyond borders (Shapiro &
Globerman, 2009).

1.5.1. Governance of SOEs and Firm Performance

When compared with their private counterparts, SOEs are unanimously acknowledged
to be poorer in performance and efficiency (Arocena & Oliveros, 2012).

The impact of State Ownership on firm performance divides opinions throughout the
economists’ spectrum: while the majority of academics looks at State Ownership as a
direct cause of inefficient performance, others find it positive in developing and
transition economies, once it solves issues of unclear property rights (Kang & Kim,
2012). Despite being major subjects of research, the link between State Ownership and
firm performance and the comparison between public and private companies’
performance are barely studied in the context of FDI (Shapiro & Globerman, 2009;
Kang & Kim, 2012).

Beyond the so-mentioned governance failures like cost-inefficiency and corruption
(Gronblom & W.illner, 2014), the main problem of governance arises from the
misalignment of information and intentions held by SOE owners and managers, also
called “principal-principal conflict” (Estrin et al., 2012). This conflict is characterized
by several problems of agency and governance, increased by a poor monitoring activity
with no owner in charge (Estrin et al., 2012), given that: (1) the State often fails in
undertaking the necessary scale and quality of monitoring; (2) with this lack of clarity
and obligation, managers end up distracted from economic efficiency; (3) with the
softness of public budget constraints, managers benefit from an implicit guarantee to
cover the losses of an SOE; (4) likewise, managers start pursuing their own objectives

rather than the firm’s strategic goals. Following this “comfortable” position of SOE
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managers, they find many difficulties in learning how to engage in competitive
environments (Estrin et al., 2012), also revealing little interest in investing abroad or
introducing radical strategic changes (Garcia-Canal & Guillén, 2008). This affects

significantly the SOE’s internationalization process.

Privatization and corporatization of SOEs have been at the core of Governments’
strategies to address these inefficiency issues, through the imposition of additional
constraints on managers and the implementation of effective information and incentive
mechanisms (Aivazian, Ge & Qiu, 2005; Garcia-Canal & Guillén, 2008; Arocena &
Oliveros, 2012). However, if well implemented, the corporate governance reform of
SOEs can effectively improve performance at the national and international levels
(Aivazian et al., 2005) as well as helping to overcome some distrust by home country
Governments and other host country public and private entities. This trend follows the
phenomenon of globalization of markets, technological changes and deregulation of
previously monopolistic markets which have called for the readjustment and
restructuring of the State-Owned activities (OECD, 2005). Thus, it is important to stress
the key role of the State in promoting best practices of corporate governance (OECD,
2005).

1.5.2. Governance of SOEs and Competitive Neutrality

Capobianco and Christiansen (2011, p.5), on behalf of the OECD, state that
“competitive neutrality requires that Government business activities should not enjoy
net competitive advantages over their private sector competitors simply by virtue of
public sector ownership”. Competition distortions in the foreign market may arise from
Government-created privileges given to SOEs while they internationalize, which were
categorized by OECD as follows: outright subsidization; concessionary financing and
guarantees; monopolies and advantages of incumbency; captive equity; exemption from
bankruptcy rules and information advantages; other preferential treatment by
Government (Capobianco & Christiansen, 2011). These can be seen as outright (and

potentially strong and market-distorting) OFDI incentives.

Most of the complaints from private competitors come up when SOEs expand into

purely competitive market segments, with Government owners being accused of giving
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concessionary finance to SOEs and preferential treatment to their national champions
going abroad (Capobianco & Christiansen, 2011).

The truth is that SOEs anticompetitive behavior may be a conscious strategy or a

consequence of corporate governance weaknesses (Capobianco & Christiansen, 2011).

In the first case, Governments may decide to depart from competitive neutrality, in
order to respect and maintain public interest obligations (Capobianco & Christiansen,
2011; Aproskie et al., 2014). Three conditions are required: (1) the SOE must perform a
service of general economic interest; (2) the SOE shall provide evidence that the anti-
competitive behavior is necessary to ensure the previous condition; (3) the anti-
competitive conduct may not undermine the development of trade contrary to the

interest of the country or union (Aproskie et al., 2014).

The second scenario is very common but, according to Capobianco and Christiansen
(2011, p.9), it is being overcome with the abovementioned “trend toward increasing
corporatization (and in many cases stock-market listing) of SOEs in OECD countries .
Regarding the cross-border effects of SOE international activity, several entities — from
the OECD to the WTO, also including host countries’ Governments — are concerned
with anti-competitive behavior by SOEs in international markets (OECD, 2013). For
instance, the protection and promotion of competitive neutrality is supported by the US
Government, including specific provisions on SOEs in the Trans-Pacific Partnership
(TPP), particularly more extensive with Vietnam and Singapore (Fergusson, Cooper,
Jurenas & Williams, 2013).

Competitive Neutrality Frameworks (CNFs) — with legal and regulatory scope - are the
best way for the monitoring and control of SOEs performance overseas (Capobianco &
Christiansen, 2011). There are two models of CNFs: Ex ante, aimed at the prevention of
anti-competitive conduct by making use of regulations; and Ex post, that employs
competition law to address neutrality issues (Aproskie et al., 2014). However, CNFs are
still not used much in many countries (Capobianco & Christiansen, 2011). Furthermore,
the non-uniformity in CNFs around the world reinforces the need to implement a global

policy and legal framework (Aproskie et al., 2014).

20



1.5.3. Recommendations for the Governance of SOEs when going abroad
In order to promote SOEs’ good governance, in terms of efficiency, neutrality and other
criteria, OECD (2009a) has published a crucial reference on SOEs, entitled SOEs
Operating Abroad: An application of the OECD Guidelines on Corporate Governance
of State-Owned Enterprises to the Cross-border Operations of SOEs. This important
document includes a set of recommendations for policy-makers to ensure SOE’ good
governance, mainly within their FDI activity, notably: (1) to publish a public ownership
policy, with clear objectives to be pursued; (2) to establish a central ownership function,
ensuring that SOEs are corporate entities separated from the governmental ones; (3) to
ensure a clear separation between the State ownership role and other State functions; (4)
to set an exclusive board of directors for SOEs, with full autonomy and responsibility
for the corporate mandate; (5) to protect SOE board members from undue political
influence; (6) to promote regular financial and non-financial reporting, undertaken by
independent, external auditors; (7) to ensure that SOEs are not exempt from general,
common laws and regulations; (8) to subject SOEs to the same, competitive conditions

regarding access to finance as the ones faced by their counterparts (OECD, 2009a).

1.5.4. OFDI Regulatory Framework in the home country: when the State
invests abroad
China is the clearest evidence of the influence that an OFDI governmental regulatory

framework may have in the overseas expansion of its national companies.

The State-Owned Assets Supervision and Administration Comission (SASAC) is the
key regulatory entity for the international activity performed by Chinese SOEs and their
subsidiaries (Sauvant & Chen, 2013). In 2006, it was estimated that SOEs accounted for
82 % of Chinese OFDI (Hong et al., 2014), which can also explain the tendency of the
Chinese OFDI Regulatory Framework to be more beneficial to SOEs than private
enterprises. Sauvant and Chen (2013) point out some of the most helpful OFDI policies
for SOEs provided by the Chinese Government, from financial and fiscal support trough
subsidies and special funds to foreign exchange policy support. The extremely favorable
institutional environment provided for the Chinese SOEs goes even further, with other

governmental tools and actions (Huang & Renyong, 2014): (1) China has been
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developing several policies and regulations specifically thought to support SOEs,
particularly in the areas of finance, industry openness and Government administration;
(2) Key Chinese banks are majority owned and controlled by the Government and their
priority is to give assistance to SOEs’ economic activities; (3) Faster and simpler OFDI
approval processes by SASAC and other entities; (4) There are even SOEs specifically
created with the purpose of fostering foreign trade and building business-oriented
corporations (Huang & Renyong, 2014).

Even considering the Chinese scenario, we must always be aware that Chinese
Government’s performance regarding regulatory issues is much different than the

majority of other emerging markets leadership (Sauvant & Chen, 2013).

In India, for instance, the economic liberalization process has driven institutional
changes aimed fundamentally at the improvement in the efficiency levels of market
players, with institutions propelling a movement towards more perfect markets
(Chittoor et al., 2008). The central Government has been a key promoter of OFDI by
SOEs, pursuing a strong internationalization policy, primarily based in Joint-Ventures
and in the mobilizations of funds from abroad (OECD, 2009c).

In Russia, 26% of the total foreign assets owned by Russian MNEs belongs to SOEs
(Utter, 2011). The internationalization strategies of multinational SOEs has been
leveraged mostly by the presidency and its political orientation than by a regulatory
framework per se (Kalotay & Sulstarova, 2010). The State has been a key driver of the
emergence of Russian OFDI which, since 1999, has seen an impressive growth
(Panibratov & Kalotay, 2009). The State support fulfills three main levels: (1) Russian
SOEs are granted with a set of advantages, including financial capabilities, access to
loans from the central bank and administrative support, in order to foster their
internationalization process; (2) the State has always a direct or indirect influence in the
activity of fully or partly privatized firms going abroad; (3) the State majority
ownership in energy sector companies — the ones usually linked to international activity

- is mandatory by Russian law (Panibratov & Kalotay, 2009).

Poland is another compelling case, considering that the bulk of the country’s OFDI has
been made by SOEs, with the State mainly focused on broadening the regional reach of

these firms (within Central Europe) and accessing natural and energy resources
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(Rugraff, 2010). However, the State Ownership and regulatory frameworks may
constitute a barrier to the international expansion of the Polish companies since they
cannot be acquired by large foreign-owned companies, since EU membership, and since
the country’s banking sector belongs to private agents, preventing the Government from

channeling large amounts of capital to its own companies (Rugraff, 2010).

Contrary to former Brazilian dominant economic thinking, FDI is now envisioned as a
pivotal tool to foster Brazil’s competitiveness (Campanario, Stal & Silva, 2012). Recent
numbers are very positive: in 2008, OFDI from Brazil almost tripled (Lima & Barros,
2009), just when global FDI inflows were falling due to the global economic crisis. 78
countries worldwide have been receiving OFDI from Brazil, with developed economies
like Denmark, US and Spain, leading Brazil’s international race (Lima & Barros, 2009).
This way, Brazil has emerged as Latin America’s main source of FDI (Campanario et
al., 2012). The private sector is the main player, but SOEs already have their role in the
Brazilian OFDI: Petrobras is one of the companies that has been consistently supported
by the State (even being involved in some very controversial links with political
figures), nurturing business presence in three continents (Lima & Barros, 2009).
Although a formal investment policy to promote OFDI is yet to be structured, the State
is already looking at SOEs as a way out to promote the Brazilian international
investment. In order to accelerate Brazil’s foreign expansion, Sauvant (2009) and other
authors mention the urgency in rethinking policies that inhibit this type of investment,
including policies on international taxation — the main barrier to the country’s outflow

of FDI (Campanario et al., 2012) -, bilateral treaties and financing measures.

Turning to the OFDI experience of developed economies, there are some interesting
cases to be stressed. One such case is in Norway, where the State has an active
ownership policy within business, owning about 38 % of the Norwegian companies
(Knutsen et al., 2011). This policy is much focused on the good corporate governance
of SOEs, constituting a successful example of separation between the management and
regulation of SOEs, leading these firms to account for much of Norwegian FDI, in a
wide variety of sectors (Knutsen et al., 2011). In Finland, SOEs are also managed
practically as private companies, being very independent and extremely focused in
overseas market-seeking, thus constituting a key OFDI source (Steinbock, 2011).
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However, the management of State assets is a complex process in any country,
combining both economic concerns with socio-political aspects. By contrast, OFDI can
also be constrained by the home country as a strategy of protectionism. This involves
the repatriation of assets or operations to the home country by domestic companies or
the discouragement of selected investments abroad promoted by the State (Sauvant,
2009).

This is why the management and monitoring practices of SOEs must be completely
transparent so that host countries may be able understand the real benefits of receiving
OFDI in their own economies (Sauvant & Chen, 2013).

1.5.5. OFDI Regulatory Framework in the host country: good governance for

a good relationship between home and host economies

Since the mid-1980s, the world economy has seen an increasingly favorable position
towards OFDI, not only with home countries supporting the internationalization of their
national companies, but mainly with host countries liberalizing the conditions for the
entry of MNEs into their markets (Sauvant, 2011). Investors were highly protected by
their home countries and by the host territories, which proceeded with several FDI
regulatory changes (Sauvant, 2011).

However, the recent financial crisis and recession (Sauvant, 2009) - primarily affecting
mature markets - and the rise of emerging markets as home countries of OFDI have
brought arguments for some skepticism from developed countries (Sauvant, 2011) that,
in the past, were leading the openness of the FDI framework and facilities for foreign
investors (Sauvant, 2009). Positioning themselves in a sensitive status, developed
economies (like the cases mentioned in detail below) have been working on FDI
protectionism measures (Sauvant, 2009), by introducing changes in their national
regulatory regime as a safer way to deal with foreign investments, especially the ones
undertaken by SOEs (Sauvant, 2011).

Therefore, OFDI by SOEs raises the responsibilities for the host economy, in order to
maintain a fair cooperation between home and host countries. Here, we have the so
much discussed issue of good governance when addressing the regulatory performance

of the host country.
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OECD (2006, p. 147) defines “good governance” as “the exercise of political, economic
and administrative authority necessary to manage a nation’s affairs. Good governance
is characterized by participation, transparency, accountability, rule of law,
effectiveness, equity, etc.” \When a host country adopts a framework of good
governance, it is facilitating its high level performance and enhancing the reputation of
national regulatory bodies (Mendelsohn & Fells, 2014). There is a full set of good
governance principles that might be expected not only from the investor country but
also from the country that is receiving the investment (Mendelsohn & Fells, 2014):
transparency and openness, accountability and ethical integrity within decision-making
processes, clarity of regulatory roles, independence from Government, coherence and

consistency when dealing with regulation at the national and sub-national levels.

The concept of “good governance” is inextricably linked to what Sauvant (2011, p. 414)
calls “sustainable FDI”: “FDI that contributes as much as possible to economic, social
and environmental development and good governance (...), while remaining profitable

for the investing firms”.

When one or both sides of the OFDI process do not operate under principles of
sustainability and good governance, some problems may arise, just like is happening
between China and Australia. Despite recognizing the importance of Chinese OFDI in
its territory, Australia is being accused of imposing several constraints to Chinese
investment (Mendelsohn & Fells, 2014). The responsible may be the uncontroversial
Foreign Investment Review Board (FIRB), which regulatory actions are becoming
troubling for the Chinese investment in so-called strategic industries like mineral
resources and agriculture (Mendelsohn & Fells, 2014).

A similar scenario is being played out in Canada. The Investment Canada Act (ICA)
was originally enacted in the 1970’s as a way to support Canadian ownership and to
protect national industry from extensive FDI; after the positive shift, in 1985, to
become, above all, a mechanism to assess the benefits of FDI in the country, ICA is
once again a target for controversy: with the amplified focus on SOEs brought by the
“2007 guidelines” issued by the Ministry of Industry, Canadian political authorities are
being accused of fundamental opposition to foreign State Ownership and Government

control of national companies, specially due to “political dislikes” (W00, 2014). That is
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happening particularly with China, which investment in the Canadian oil industry is
facing some restrictions (Woo, 2014).

Another interesting host country to be analyzed is the US. With the purpose of ensuring
the transparency of foreign investment in its territory, the Americans have established,
in 1975, the Committee on Foreign Investment in the United States (CFIUS) (Plotkin &
Fagan, 2009). Combining the performance of this entity with other US laws, the
President has the authority to monitor and review mergers, acquisitions and takeovers
(Plotkin & Fagan, 2009). Going even further, the President has the right to prohibit the
foreign investment he finds to be threats to national security (Plotkin & Fagan, 2009).
Besides the cautious posture and the increasing number of IM&As filed with CFIUS in
the last years, only a small fraction — less than 10 % - goes through the process of
review (Plotkin & Fagan, 2009), which can mean that, after all, US is making efforts to
maintain a relative openness to OFDI. However, these concerns with outward foreign
investors are not new. In the 1980s, Japan emerged as a serious source of FDI in the
Unites States, along with a wave of acquisitions of key American companies (Tasche,
2012). This phenomenon marked a rougher Congress posture, with the reinforcement of
tighten up measures within the regulatory regime for FDI (Tasche, 2012). The 9/11
brought to the US greater security concerns addressed on FDI movements (Sauvant,
2011). Nowadays, more than questioning the US openness to FDI, foreign investors
tend to accuse US of bad politicization regarding investment issues (Tasche, 2012). This
scenario becomes clearer when even with 60% of Chinese OFDI in the country coming
from SOEs, the US insist in taking a stand against the Chinese socialistic capitalism
(Tasche, 2012).

Contrary to the aforementioned cases, many host countries in Africa, Latin America,
Central Asia and Southeast Asia are making the news for facilitating OFDI, notably as
regards large-scale acquisitions of farmland (Cotula, 2009). The private sector leads
these deals, but there is a growth pattern for State-Owned investments in these
territories (Cotula, 2009). What is key for these host Governments to understand is the
need to protect local rights and interests, by embracing transparent inclusive
negotiations that may have positive social and environmental impact for the country
(Cotula, 2009).
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Combining these two different approaches, we find the interesting case of Germany:
similarly to the US and Canada, in 2009, the foreign investment regime was amended
with the German Foreign Trade and Payments Act, determining that the Federal
Ministry for Economic Affairs and Energy (BMWI) can review, suspend or prohibit
foreign transactions which may threaten national interests and security (Jost, 2012).
Despite this legislative change, in recent years, OFDI by SOEs in the German corporate
sector has been rising in a sustainable way; also, in 2010, OECD continued to rank

Germany as one of the most open countries for inward FDI worldwide (Jost, 2012).

Analyzing the aforementioned cases, it becomes clear that both developed and emerging
markets need to rebalance their old and new position as host or home countries of OFDI
(Sauvant, 2011). Developed nations may also realize that the global economic growth
and development of economies are highly dependent on the FDI outflows from
emerging economies (Utter, 2011). The international regulatory framework must
equally facilitate foreign investors’ operations and give host countries the needed policy

space in order to protect national interests (Sauvant, 2011).

Cooperation will always be the key to reconcile the interests of home and host countries
(Utter, 2011). International Mergers and Acquisitions, as the preferred FDI entry mode
for SOEs, constitute a clear example of investment with positive outcomes that must
benefit not only the home country, but the host country as well.

This thorough Literature Review, based in very recent publications, has deeply explored
the main concepts, patterns, trends and events surrounding the emerging topic of SOEs’
impact in the world economy. The “hot topics” of the literature presented in the sub-
chapters above directly influence the application of the bibliometric techniques, by
informing the search for keywords on databases and the classification of all records
obtained. Further on, they will be used as follows: Motives for OFDI; Advantages of
State Ownership; Sectoral incidence of OFDI; Geographical incidence of OFDI,
IM&As; Greenfield Investments; Governance and Firm Performance; Governance and
Competitive Neutrality; OFDI Regulatory Frameworks. The following chapter is

dedicated to the presentation of the research methodology: Bibliometrics.
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2. Methodology

Before elaborating on the application of the chosen research techniques, it is of

paramount importance to present their added value for this dissertation.

In order to broaden as much as possible the scope and interest of our literature review,
we have selected bibliometric analysis as the ideal methodology. Since the
internationalization of SOEs is still an emerging and very recent phenomenon, we
believe that the application of bibliometric techniques bring the much-needed
quantitative contribution to the qualitative description of our research subject, already

presented in the Literature Review.

Bibliometric analysis and methods have been applied, for over a century, to diverse
fields of knowledge - from Social Sciences to Medicine (Pritchard & Wittig, 1989, cited
in Teixeira & Sequeira 2011) — and in many different contexts, like science studies,
research evaluation, knowledge management, trend analysis, among others (Persson,
2011, cited in Teixeira & Sequeira, 2011).

Bibliometric methodology may gain different definitions but, in the end, the same

purpose is shared by different contexts.

According to Russell and Rousseau (2002, p. 3),

“Bibliometric analysis of scientific activity is based on the assumption that carrying out
research and communicating the results go hand in hand. Scientific progress is attained
by researchers getting together to study specific research topics, steered by the previous

work of colleagues.”

Dias and Makalengva (2013, p. 22) are even more detailed in defining bibliometrics,

“The bibliometric citation analysis illustrates linkages between research publications,
authors and specific topics (...) This research method is based on the assumption that

’

researchers publish their most important findings.’
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Regarding the chosen methodology, Okubo (1997, p. 9) claims these results might be
“presented in various forms, such as mapping, in order to depict the relationships

between participants and expand the means for analysis .

Above all, bibliometrics are a key tool to deeply understand the development of a field
of knowledge as a whole (Manriquez, Andino-Navarrete, Cataldo-Cerda & Harz-
Fresno, 2014), by assessing and analyzing the academic research output (Cobo,
Martinez, Gutiérrez-Salcedo, Fujita & Herrera-Viedma, 2015). The contribution to the
progress of economics and other sciences is ensured when bibliometric methods allow
for the setting of the academic foundation for the assessment of new developments, for
the identification of the most reliable sources of scientific publications and the most
prolific scholars and institutions (Ferreira, Santos, Almeida & Reis, 2014; Cobo et al.,
2015;).

In this way, we will use bibliometrics to detail, as much as possible, the research on the
different topics embedded in the transforming process of the world economy driven by

SOEs, as well as to identify the meaningful relationships between them.

The key bibliometric techniques aimed at this type of research and investigation are
explained in the Table 1 (on the next page).
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Methodological

stage

General Overview:
Main Trends of
Research (4.1.)

Scientific Roots of

Table 1: Key Bibliometric Techniques

Bibliometric
Technique

Designation

Publication
counting and

abstract analysis

Citation analysis

Bibliometric Technique

Explanation

Simultaneously, a quantitative and
qualitative indicator of the
productivity of a field of study in
terms of the output delivered in
academic journals and reference

publications.

Identification of those works,
authors and journals that have had

the greatest impact on the field of

Authors

Archambault &
Gagné, 2004, cited
in Teixeira &
Sequeira, 2011

Teixeira, A., 2013

Archambault &
Gagné, 2004, cited
in Teixeira &
Sequeira, 2011

the Literature (4.2.) dv. th uting th
study, thus constituting the Ferreira et al., 2014
scientific roots of the literature

Teixeira, 2013

Scientific Influence
3 of the Literature
4.3.)

Analysis of the Identification of the records,

influence of the  journals and time ranges that most ~ Teixeira, 2013

literature cited the literature under analysis

Source: Own elaboration

The present dissertation applies these procedures in a perspective of segmentation,
sorting out the gathered information based on variables such as year of publication,
author, source, title, key topic, country and geographical region. To date, there is no
record of an extant literature review followed by a bibliometric analysis of the impact of
SOEs’ international activity in the world economy. Therefore, the present work can be
regarded as an innovative contribution to the literature on International Business and

related topics.

The detailed presentation of aforementioned procedures and techniques will take place
in the next chapter, accompanied by the presentation of the selected bibliographic
databases and keywords used, followed by description of the full process of research,

data export and treatment, classification of scientific work and presentation of results.
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3. Application of bibliometric techniques

Before proceeding with the detailed analysis of the application of bibliometric
techniques to our main topic of research, it is of paramount importance to reinforce that,
at the end of the full methodological process, our results must lead to: (1) draw up the
general overview of OFDI activity of SOEs, by identifying the main trends of research
on this topic; (2) describe the scientific roots and evolution of the literature regarding
this theme; and (3) depict the influence or impact of the literature under study on other

scientific fields and academic publications.

In this dissertation, and once the literature review was finished, the first step was to
define the bibliographic databases that would be most suitable for collecting as many
as possible relevant academic records published on ‘OFDI activity by SOES’. The
chosen ones were SciVerse SCOPUS (SCOPUS) and Web of Science (WoS). Both
databases represent premier research platforms and two of the world’s largest citation

indexes, thereby simplifying the tracking of meaningful articles and other publications.

SciVerse SCOPUS appeared in 2004 (Pato & Teixeira, 2014), as the largest abstract and
citation database of peer-reviewed literature, including scientific journals, books and
conference proceedings (SCOPUS, 2015). SCOPUS offers a comprehensive overview
of the academic research output around the world, in a vast portfolio of fields, covering
55 million records, 21.915 titles and 5.000 publishers (SCOPUS, 2015).

WoS is the world’s oldest citation resource and features the most prestigious academic
journals (Pato & Teixeira, 2014), providing major benefits to the study of our topic as
an emergent phenomenon, in order to identify literature’s ancient roots. Also in terms of
thematic and geographic coverage within the worldwide academic field, WosS is a key
platform, providing over 90 million records, within 5.300 social science publications in
55 disciplines (Web of Science, 2015). Records include not only search data, books,

journals and publications, but also proceedings and patents (Web of Science, 2015).

The search was performed by using a combination of previously defined keywords, with
reference to the main topics of the literature review. These keywords are composed by a
single word, two or more words or an abbreviation. Regarding their combination, the
primary keywords were always combined with secondary keywords and, in some cases,

the previous two were also combined with tertiary keywords. The primary keywords
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reflect various designations of SOE, while the other two refer to key concepts and topics

enlightened in the literature review:

Table 2: Keywords combined within search
Primary Keywords Secondary Keywords Tertiary Keywords

Outward Foreign Direct Investment

State-Owned Enterprise
OFDI

Outward Direct Investment

SOE
Outward FDI

Outbound FDI

State Enterprise
Outbound Foreign Direct Investment

International Mergers and Acquisitions

Government-Owned Company
IM&A

Mergers and Acquisitions
GOC
M&A

Greenfield Foreign Direct Investment

Government-Business Enterprise
Corporate Governance

Competitive Neutrality FDI

GBE
Regulatory Framework

Regulation

Government Enterprise
Regulatory Policy

Policy
Public Enterprise
Firm Performance
Multinational
Public Company
Multinational Enterprise
MNE
State Ownership
Multinational Corporation

MNC

Source: Own elaboration
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By using the combination of these keywords, we have obtained 314 records in SCOPUS
and 238 in WoS. Combining the records from both bibliographic databases, and
eliminating duplications, we have reached a set of 448 records. By exporting all these
records to an Excel spreadsheet, we created a database with the following fields:

author’s name, title, year of publication, source and abstract.

Then was the time to analyze each one of them in the light of our research subject and
its key topics. Most of the records required the analysis of excerpts or even the full text,
once the abstracts were not enlightening. It is also important to mention that it was not
possible to access the abstract or the entire text of 19 out of the 448 records, this leading
to the exclusion of these references from this analysis. The screening process ultimately
leads us to our final database (also called ‘abstract database’), aimed at drawing the
general trends and patterns of research, with 148 records, including articles, academic
reviews, technical reports and book chapters. The final step was to carefully read (or
reread) and classify each record according to the following dimensions: key topic, home

country, host country and geographical area (home and host regions).

Moving on to the identification of the scientific roots of the literature, we were able to
take out the references/citations of 133 (out of the 148) records listed in the abstract
database. A total of 7370 references were collected and treated one by one, across a

lengthy and accurate process, with two stages:

(1) The references were collected from original records to an Excel spreadsheet,
by copy-and-paste procedure or manual transcription, if needed;

(2) Once the references were not uniformly cited in each record, we then had to

harmonize them, under the following classification: author’s name, title, year

of publication and source;
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After the identification of the scientific roots, we analyzed the scientific influence of
the literature, leading to the constitution of a final database. Through the collection of
the titles, sources (and their year of publication) citing the 148 records of the abstract
database, directly from SCOPUS and WoS, we have reached 884 references/citations.
However, we must underline that 66 of the 148 initial records (45%) had no citations,
which means that the 884 references/citations identified correspond only to 82 records

of the abstract database.

The figure below sums up the structure and content of our sample, which was the basis
for this bibliometric study on the OFDI activity by SOES:

Figure 1: Databases for Bibliometric Analysis

1. General Overview: Main Trends of Research
148 records

2. Scientific Roots of the Literature
7370 references

3. Scientific Influence of the Literature
884 references

Source: Own elaboration

The results obtained are presented in the following chapter.
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4. Results

4.1. General Overview: Main Trends of Research

The evolution over time of the studies published on OFDI by SOEs (see Figure 2)
appears to have an irregular path, with a year of increased publication usually followed
by a year of decrease in published articles.

Figure 2: Chronological Evolution of the literature on ‘OFDI by SOEs’, 1983 - 2015
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Source:; Own calculations

In 1988, the academic community published 3 studies within this topic; this number
would only be surpassed in the year 2002, with the publication of 5 studies. This can be
seen as a reflection of the “privatization wave” that marked the 1990s and the beginning
of the 2000s. Economic history may also explain the clear increase in the number of
published articles as from 2008, once 2007 was the year of ignition of the global
financial crisis, with Governments starting to follow a nationalization strategy, while

finding new opportunities in the internationalization of public companies.
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The peak observed in 2014, with an output of 35 records focusing the international
venturing of SOEs, is a confirmation that we are studying an emerging topic, but still

with a great potential and interest for further investigation.

Following the literature performance of 2014, the low number of records registered for
2015 — 7 studies - should not be seen with suspicion or uncertainty, given that the
collection of records within the present study was performed during the first semester of
2015. 6 months is a very short period of time to forecast the output of a whole year in

the academic universe.

The 148 studies that constitute the abstract database were published in 81 academic
journals (see Figure 3 on the next page). Beyond the academic publications, we have
also identified as sources of articles: 15 books and 12 others, from technical reports to
conference reviews. However, the academic journals continue to have a substantial

presence, accounting for 75% of the study sample.
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Figure 3: Journals with records published on ‘OFDI by SOEs’
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Figure 3 (continued)
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The Journal of International Business Studies is the academic source that gathers the
majority of records (8,8% of the total journals and 40,6% of the top journals with more
articles — see Figure 4), followed by the International Business Review, China and
World Economy, China Economic Journal, Asian Business and Management and World

Development.

Figure 4: Top journals with more records published on ‘OFDI by SOEs’ (> 3 records)

14 B
M
12
10
8
6
B
E E
4 B
M E
2
0 J | of
ourna. ° International China and China Asian Business
International ) . World
. Business World Economic and
Business . Development
. Review Economy Journal Management
Studies
B Number of articles 13 5 4 4 3 3
M JCR Impact Factor 2014 3,563 1,713 0,649 0,490 1,965

B Number of articles ~ ®JCR Impact Factor 2014

Source: Thomson Reuters - InCites Journal Citation Reports 2014; own calculations
Legend: B — Business; E — Economics; M - Management
Note: The top journals shown are the ones with 3 or more records published on ‘OFDI by SOEs’.

The top journals with more articles published on ‘OFDI by SOES’ account for 21,6% of
the total sample of records. These academic journals gather publications from three

main fields of study: Business, Economics and Management (see Figure 4). Five of
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them are indexed on Thomson Reuters - InCites Journal Citation Reports 2014, and half

of them address specifically the Asian context.

Regarding the authorship of the 148 records under study, we have identified 144
different authors. Only 4 authors have more than one record: precisely 2 records each.

These 4 scholars merely account for 0,03 % of the total set of authors:

(1) Richard M. Auty, from the Department of Geography, Lancaster University
(United Kingdom);

(2) Jiatao Li, from the School of Business and Management, Hong Kong University

of Science and Technology (Japan);

(3) Chih-shian Liou, from the National Chengchi University (Taiwan);

(4) Daniel C. O’Neill, from the School of International Studies, University of the
Pacific (United States);

Moving on to the identification of the most cited journal articles from our initial
database (excluding other type of studies), it can be observed that the number of
citations is still very limited (see Table 3). However, we shall note that we are analyzing
a very recent sample of literature, with articles originating mostly from 2006 onwards.
The top journal articles with 10 or more citations, presented in the Table 3, account for
80,5% of the total citations (884 references) to our literature on ‘OFDI by SOEs’.

However, this topic will be deepened later in this chapter, under the scope of the

scientific influence of the literature.
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Table 3: The most cited journal articles on ‘OFDI by SOEs’ (>10 citations)

Rank Year
1 2001
2 2006
3 2006
4 2009
5 2009
6 2002
7 2009
8 2012
9 2004
10 2012
11 2006

Author

Tan, Justin

Ben-Amar, Walid;
Andre, Paul

Ralston, David A.;
Terpstra-Tong,
Jane; Terpstra,
Robert H.; Wang,
Xueli; Egri,
Carolyn

Kaplinsky,
Raphael; Morris,
Mike

Gu, Jing

Ahmed, Zafar U.;
Mohamad, Osman;
Tan, Brian;
Johnson, James P.

Globerman, Steven;
Shapiro, Daniel

Cui, Lin; Jiang,
Fuming

Doh, Jonathan P.;
Teegen, Hildy;
Mudambi, Ram

Wang, Chengqi;
Hong, Junjie;
Kafouros, Mario;
Wright, Mike

King, Lawrence P.;
Sznajder,
Aleksandra

Title

Innovation and risk-taking in a
transitional economy: A
comparative study of chinese
managers and entrepreneurs

Separation of ownership from
control and acquiring firm
performance: The case of family
ownership in Canada

Today's State-Owned Enterprises
of China: Are they dying
dinosaurs or dynamic dynamos?

Chinese FDI in Sub-Saharan
Africa: Engaging with large
dragons

China's private enterprises in
Africa and the implications for
African development

International risk perceptions and
mode of entry: A case study of
Malaysian multinational firms

Economic and strategic
considerations surrounding
Chinese FDI in the United States

State ownership effect on firms'
FDI ownership decisions under
institutional pressure: A study of
Chinese outward-investing firms

Balancing private and State
ownership in emerging markets'
telecommunications
infrastructure: Country, industry,
and firm influences

Exploring the role of Government
involvement in outward FDI from
emerging economies

The State-led transition to liberal
capitalism: Neoliberal,
organizational, world-systems,
and social structural explanations
of Poland's economic success

41

Journal

Journal of
Business
Venturing

Journal of
Business
Finance and
Accounting

Strategic
Management
Journal

European
Journal of
Development
Research
European
Journal of
Development
Research

Journal of
Business
Research

Asia Pacific
Journal of
Management

Journal of
International
Business Studies

Journal of
International
Business Studies

Journal of
International
Business Studies

American
Journal of
Sociology

Citations

86

71

62

47

44

44

43

39

34

24
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12

13

14

15

16

17

18

19

20

21

22

23

24

2006

2007

2011

2004

2010

2011

2009

2001

2010

2007

2008

2011

2005

Xu, Dean; Pan,
Yigang; Wu,
Changgqi; Yim,
Bennett

Siebert, Horst

Benito, Gabriel
R.G.; Lunnan,
Randi; Tomassen,
Sverre

Frost, Stephen

Kalotay, Kalman;
Sulstarova, Astrit

Zhang, Jianhong;

Zhou, Chaohong;
Ebbers, Haico

Liou, Chih-shian

Nolan, Peter;
Yeung, Godfrey

Chen, Dong; Paik,

Yongsun; Park,
Seung H.

Koppell, Jonathan
G.S.

Li Jiatao; Harrison,

J. Richard

Hurst, Luke

Lane, David

Source: Own calculations

Note: The top journal articles shown are the ones published on ‘OFDI by SOEs’ with 10 or more

citations.

Performance of domestic and
foreign-invested enterprises in
China

China: Coming to grips with the
new global player

Distant Encounters of the Third
Kind: Multinational Companies
Locating Divisional Headquarters
Abroad

Chinese outward direct
investment in Southeast Asia:
How big are the flows and what
does it mean for the region?

Modelling Russian outward FDI

Completion of Chinese overseas
acquisitions: Institutional
perspectives and evidence

Bureaucratic politics and overseas
investment by Chinese State-
Owned oil companies: Illusory
champions

Big business with Chinese
characteristics: Two paths to
growth of the firm in China under
reform

Host-country policies and MNE
management control in 1JVs:
Evidence from China

Political control for China's State-
Owned enterprises: Lessons from
America's experience with hybrid
organizations

Corporate governance and
national culture: A multi-country
study

Comparative analysis of the
determinants of China's State-
owned outward direct investment
in OECD and Non-OECD
countries

Revolution, class and
globalisation in the transition
from State socialism

42

Journal of
World Business

World Economy

Journal of
Management
Studies

Pacific Review

Journal of
International
Management

International
Business
Review

Asian Survey

Cambridge
Journal of
Economics

Journal of
International
Business Studies

Governance

Corporate
Governance

China and
World Economy

European
Societies

24

20

17

17

16

15

14

14

13

13

11

10
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After an observation of the main patterns of publication, based on the data directly
extracted from the bibliographic databases, it is time to classify the literature in terms of
its content. A rigorous reading of the 148 records of the abstract database was followed
by a detailed analysis which allowed for a classification procedure into key topic, home

country, host country and geographical area (home and host region).

The classification by key topic is the one primarily linked to the themes mentioned in
the literature review. In previous sections of this study (1.2, 1.3, 1.4, and 1.5), we have
explored and scrutinized the main themes surrounding the (re)emergence of SOEs in the
global economy as outward foreign investors. Many concerns and perspectives are
being debated, and we have translated these “hot topics” of discussion into the
following categories: (1) Motives for OFDI; (2) Advantages of State Ownership; (3)
Sectoral incidence of OFDI; (4) Geographical incidence of OFDI; (5) IM&As; (6)
Greenfield Investments; (7) Governance and Firm Performance; (8) Governance and
Competitive Neutrality; (9) OFDI Regulatory Frameworks. For most articles, the key
topic was very clear; however, some required further insight in order to proceed with

the classification.

Figure 5: Records published on ‘OFDI by SOEs’ by key topic

0 5 10 15 20 25 30 35

OFDI Regulatory Frameworks [N 29

Governance and Firm Performance [ 28
IM&As I 27
Motives for OFDI I 20
Sectoral incidence of OFDI N 15
Governance and Competitive Neutrality [INIIIEEES 14
Advantages of State Ownership IIIIEEGEN 11
Geographical incidence of OFDI |l 3

Greenfield Investments [l 1

Source: Own calculations
Note: The key topics shown as categories were defined on the basis of the literature review of the present
dissertation.
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Based on what we have already shown across the literature review, the 3 most studied
topics (see Figure 5) reveal no surprises. ‘OFDI Regulatory Frameworks’, the most
frequent theme (with 29 articles, 19,6% of the total sample) is also the one that leads to
more controversy in terms of international relations and law, exposing a real problem of
understanding between countries like Australia and China or the United States and
China. It is followed by ‘Governance and Firm Performance’ (with 28 articles, 18,9% of
the total sample); this is a recurring topic in national and international discussions on
the public sector, mainly because of the image of poor corporate governance associated
with SOEs and the privatization that took place across the 1990s. Finally, ‘IM&As’ take
the third top spot (with 27 articles, 18,2% of the total sample), thus confirming that
mergers and acquisitions are becoming the preferred OFDI establishment mode for

SOEs; this is also the format that raises more political and national security concerns.

The classification of the 148 records of our abstract database per home and host
country also required a rigorous reading of each study, in order to identify both sides of
the OFDI performed by SOEs.

Figure 6: Records published on ‘OFDI by SOEs’ by home country of OFDI
140
120

100

80
60
43
40
20
2 2 1 1 1 1 1 1 1 1 1 1
0 —-— —-— — — — — — — — — — —
& < '

> > 2 ‘ >
Q O (2 Q S5 D N 0
» NG PR SN & & & & & ® LY
F @y & F @ R & P R <« ¢
X ~ & N ‘(\% x ¢
R S & W
) o

Source: Own calculations
Note: A total of 15 single home countries were cited in the 148 articles of the abstract database.
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Regarding the distribution per home country (see Figure 6), a total of 15 distinct single
countries were mentioned within our sample, being China the most prominent, with 89
records, accounting for 60% of the total sample. Multi-country based work follows

China, with 43 records, accounting for 29% of the total sample.

Turning to the distribution of records per host country (see Figure 7), multi-country
studies predominate, with 123 records, accounting for 83% of the total sample. They are
followed by studies focused on United States (8 records) and Australia (7 records) as

host countries.

Figure 7: Records published on ‘OFDI by SOEs’ by host country of OFDI
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Note: A total of 9 single host countries were cited in the 148 articles of the abstract database.

These facts confirm much of what has been previously said in the literature review:
Chinese SOEs are clearly leading SOEs’ OFDI flows as well as the academic studies on
the topic. On the other hand, developed countries like the United States, Australia and
Canada are standing out as recipients of Chinese and other emerging countries’ OFDI
by SOEs.
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The geographical area classification translates the aforementioned distribution into
continents or massive regions. This distribution allows us to map the regions that most
influence and are mostly influenced by the OFDI performed by SOEs.

Figure 8: Records published on ‘OFDI by SOEs’ by geographical area
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Cross-Region Asia Europe North Latin Africa Oceania Eurasia
America America

B Home Region M Host Region

Source: Own calculations
Note: Within the 5 continents, America was divided into ‘North America’ and ‘Latin America’. Eurasia
was added in order to more accurately classify Russia’s geographical context.

Regarding single home regions (see Figure 8), Asia clearly takes the lead, with 94
records (63,5% of the total sample), followed by Europe (with 13 records, 8,7% of the
total sample) and Latin America (with 4 records, 2,7% of the total sample). In contrast,
host regions are mainly visible in cross-region studies, with 111 records, accounting for
75% of the total sample. North America, Africa and Oceania are the single host regions

with more visible positions.

These observations may reinforce the scenario presented across the literature review,
with Asian economies at the center of the SOEs’ international venturing, thus investing
in developed regions like North America, Europe and Oceania, but also in other

developing areas like Africa (an upward trend).
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4.2. Scientific Roots of the Literature

From our original abstract database, it was possible to analyze the roots of 133 out of
148 records. This analysis led to a scientific roots database composed by 7370

references.

Analyzing the chronological evolution of the scientific roots of the literature on ‘OFDI
by SOEs’ (see Figure 9), it can be observed that our sample mostly cites studies
published in the period 2005-2009. From 2005 to 2009, there are 1620 citations,
accounting for 22% of the total roots database. 2009 is the year with more scientific
roots: 396 citations. More than a half (53,7%) of the total citations correspond to the

time range between 2000 and 2015.

Figure 9: Chronological Evolution of the scientific roots of the literature on ‘OFDI by SOEs’,
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Source: Own calculations
Note: Distribution by 4-year periods.

Combining these facts with a rapid and constant increase in the number of citations
mainly from the period 1980-1984 onwards, we see that the literature that supports the
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articles on ‘OFDI by SOEs’ is still recent. Under this perspective, the last 15 years were

the more influent ones.

Among the vast set of roots’ sources — including academic journals, books, book
chapters, technical reports, conference reviews and others -, a total of 615 journals are

cited by the literature on the OFDI activity performed by SOEs.

The top 20 most cited journals (see Figure 10) account for 25,2% of the scientific roots
database, with a total of 1862 citations. The Journal of International Business Studies is
the most cited journal, being at a considerable distance from the others, with a total of
511 citations (6,9% of the total roots). It is followed by the Strategic Management
Journal, with 216 citations (2,9% of the total roots) and the Academy of Management
Journal, with 143 citations (1,9% of the total roots).

Despite the differences in ranking scales, when comparing the abstract database with
the scientific roots database, we find that the Journal of International Business Studies
and the International Business Review are the only two with presence in both tops of
journals. Another point to consider is the strong presence of Asia-focused journals in
the abstract database (occupying half of the top 6 journals with 3 or more records), in
contrast to the scientific roots database, on whose top 20 most cited journal have only
one Asian-dedicated source: Asia Pacific Journal of Management.

Regarding the scientific fields of study, the most cited journals share the same
classification of the journals from the abstract database - Business, Economics and
Management -, being Management the most prevalent. All journals shown in Figure 10
are indexed on Thomson Reuters - InCites Journal Citation Reports 2014.
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Figure 10: The top 20 most cited journals by the literature on ‘OFDI by SOEs’
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Source: Thomson Reuters - InCites Journal Citation Reports 2014; own calculations
Legend: B — Business; E — Economics; M — Management
Note: The top 20 journals shown are the ones with 28 or more citations by the literature on ‘OFDI by SOEs’.
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The literature on OFDI performed by SOEs cites a total of 3721 distinct authors,
including not only scholars and researchers, but also institutions and organizations like
UNCTAD, OECD or the World Bank, that currently publish articles and reports of high
interest to the global economic scenario and, in particular, to the subject of this study.
Figure 11 shows the authors (excluding institutions and organizations) most cited by the
literature on ‘OFDI by SOEs’; this set of 20 authors accounts for 9,5% of the total

scientific roots database.
Figure 11: The top 20 most cited authors by the literature on ‘OFDI by SOEs’
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Note: The top 20 authors shown are the ones with 21 or more citations by the literature on ‘OFDI by
SOEs’; Brouthers and Johanson are independent authors, being gathered once both have 21 citations.
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The scientific roots database is composed by 5900 distinct studies, published in

academic journals and other kinds of official sources. However, Table 4 only refers to

the most cited journal articles. The top journal articles cited by the literature on OFDI

by SOEs’ merely account for 2,7% of the total roots (203 out of 7370 references).

Table 4: The most cited journal articles by the literature on ‘OFDI by SOEs’ (>10 citations)

Rank Year
1 2007
2 2008
3 2005
4 2012
5 2010
6 2009
7 2007
8 2008
9 2012

Author

Buckley, Peter J.;
Clegg, Jeremy;
Cross, Adam R.; Liu,
Xin; Voss, Hinrich;
Zheng, Ping

Morck, Randall;
Yeung, Bernard;
Zhao, Minyuan

Child, John;
Rodrigues, Suzana

Cui, Lin; Jiang,

Fuming

Luo, Yadong; Xue,
Qiuzhi; Han, Binjie

Deng, Ping

Luo, Yadong; Tung,
Rosalie

Peng, Mike; Wang,
Denis; Jiang, Yi

Ramasamy, Bala;
Yeung, Matthew;
Laforet, Sylvie

Title

The determinants of Chinese
outward foreign direct
investment

Perspectives on China's outward
foreign direct investment

The internationalization of
Chinese firms: A case of
theoretical extension?

State Ownership effect on firm’s
FDI ownership decisions under

institutional pressure: A study of
Chinese outward-investing firms

How emerging market
Governments promote outward
FDI: experience from China

Why do Chinese firms tend to
acquire strategic assets in
international expansion?

International expansion of
emerging market enterprises: A
springboard perspective

An institutional-based view of
international business strategy: A
focus on emerging economies

China’s outward foreign direct
investment: Location choice and
firm ownership
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Journal

Journal of
International
Business
Studies

Journal of
International
Business
Studies

Management
and
Organization
Review

Journal of
International
Business
Studies

Journal of
World Business

Journal of
World Business

Journal of
International
Business
Studies

Journal of
International
Business
Studies

Journal of
World Business

Citations

26

22

21

17

16

16

15

13

12



Hoskisson, Robert

E.; Eden, Lorraine; . . . Academy of
10 2000 Lau, Chung Ming; Strategy in emerging economies IJ\{I)zr:gglement 12
Wright, Mike
The internationalization process Journal of
Johanson, Jan; O i1 T, 3 T0Es] @) International
11 1977 SR knowledge development and . 12
Vahlne, Jan-Erik . ) . Business
increasing foreign market .
X Studies
commitments
. . s Foreign acquisitions by Chinese
Rui, Huaichuan; Yip, .. ~° . Journal of
12 2008 George S. firms: A_strateglc intent World Business 11
perspective
i I . Academy of
13 2002 Xu, Dean; Shenkar, Instlt_utlo_nal dlstance_and the Management 10
Oded multinational enterprise Review

Source: Own calculations
Note: The top journal articles shown are the ones with 10 or more citations by the literature on ‘OFDI by
SOEs’.

In spite of being a ranking with very recent “scientific roots”, we shall point out the
existence of a “classic study” from the 1970s: “The internationalization process of the
firm. A model of knowledge development and increasing foreign market commitments”
by Johanson and Vahlne (1977). Two other “classic studies’ with some visibility (9
citations each) are not included in this ranking, but shall be mentioned: “Theory of the
firm: managerial behaviour, agency costs and ownership structure” by Jensen and
Meckling (1976) and “The effect of national culture on the choice of entry mode”, by
Kogut and Singh (1988).

4.3. Scientific Influence of the Literature

The scientific influence of the literature on OFDI activity performed by SOEs is here
analyzed through the records and sources that cite the literature under study. The
scientific influence database is composed by 884 citations, corresponding to 82 records

of the abstract database.

The chronological evolution of the citations to our literature (see Figure 12) makes it
clear that the articles on ‘OFDI by SOEs’ are mostly cited by very recent studies.
Similarly to the abstract database, the peaks ate registered in 2013 and 2014, which
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shows that studies are citing the most recent ones on our topic, published in the same

year or the year before.

Figure 12: Chronological Evolution of the scientific influence of the literature on ‘OFDI by
SOEs’, 1992-2015
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The increase of citations is more visible as from 2008 — once again, similarly to what
was observed in the abstract database -, but the period between 2010 and 2015 is the
most representative in terms of scientific influence: with 688 references, accounting for
77,8% of the total sample.

Linked to the chronological evolution of the literature and its scientific roots, the data
on the scientific influence reinforces the assumption that we are studying an emergent
topic that has been “under the radar” of academic communities around the world, yet

under so much debate lately.

53



Among academic journals, books, book chapters, technical reports and conference

reviews, the literature on ‘OFDI by SOEs’ is cited by a total of 399 distinct sources.

Figure 13 (on the next page) shows the 70 top citing academic journals, i.e., the ones
with 3 or more citations. Once again, the Journal of International Business Studies leads
the rank; this time, as the journal with more citations to the literature (42 records).

Asia-focused journals win here great visibility, with 14 titles in the top 70: Asia Pacific
Journal of Management, China Economic Review, Asian Business and Management,
China and World Economy, China Quarterly, Asia Pacific Business Review, Chinese
Management Studies, Journal of Chinese Economic and Business Studies, Journal of
Contemporary China, Pacific Review, Asia Europe Journal, China Economic Journal,

China Report and Pacific Affairs.

The vast majority of the journals focus Business, Economics and Management (just like
in the abstract and scientific roots databases), however, there are some other fields of
study starting to show as being influenced by our literature. That becomes clear with the
presence of journals like the International Journal of Human Resource Management,
Energy Policy and Resources Policy. This may mean that the topic we are hereby
studying can have reflections in other fields of economy and society, thus having a great

potential for further investigation.
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Figure 13: Top journals that most cite the literature on ‘OFDI by SOEs’ (>3 citations)
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Figure 13 (continued)
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Note: The top 70 journals shown are the ones with 3 or more citations to the literature on ‘OFDI by
SOEs’.



5. Limitations

By comparing the literature review of the present dissertation with the most prominent
sources, titles and authors obtained within the search in SCOPUS and WoS, it is
possible to observe that there are several important studies not identified by neither of
the two databases. This might be considered a limitation of the present study, opening

new opportunities for further investigation within this topic.
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6. Conclusions

The last decade has seen SOEs gain a crucial role as outward foreign direct investors,
leading to important and often controversial debates at the economic and geopolitical
levels. Being an emergent topic and a little-studied subject of international economics
and international business, the present dissertation was based on two objectives of
research: to undertake a comprehensive literature review and to implement a
bibliometric study of the existing literature, with potential to pave the way for future

studies on OFDI activity by SOEs. To date, no study under this format was found.

Following an in-depth literature review, we had the opportunity to organize and classify
the dedicated literature, unveiling its main contributions and contributors, trends and
patterns. Then, using the bibliometric techniques, we were able to disclose and depict its
scientific roots (studies that served as basis to the literature) and scientific influence

(literature’s impact on other studies).

Within this bibliometric analysis, we have built up three key databases: the first one
with all the studies published on the topic ‘OFDI by SOEs’ — 148 records -, organized
by author’s name, title, year of publication, source and abstract, and classified by key
topic, home country, host country and geographical area (home and host region); the
second database, with 7370 citations extracted from the original records, which allowed
us to identify the scientific roots of the literature, including authors, titles, sources and
chronological data; finally, a third database was created from the 884 references to the
literature, unveiling its scientific influence, i.e., the impact of the literature on other

academic sources citing it.

It is confirmed that the literature on the OFDI performed by SOEs is very recent, with a
significant growth in the publication rate as of 2007-2008; therefore, by the beginning
of the global financial crisis. The Journal of International Business Studies is by far the
most important outlet within the literature on ‘OFDI by SOEs’; however, the strong

presence of Asia-focused journals should also be emphasized.

Regarding the main trends and patterns of research, the key topics mostly addressed by
the literature are ‘OFDI Regulatory Frameworks’, ‘Governance and Firm Performance’
and ‘IM&As’. The “hot topics” on ‘OFDI by SOEs’ are precisely some of the most
controversial within the global sphere, by raising major concerns in terms of political
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and international relations between countries. China is leading not only the international
venturing of SOEs - as the key home country -, but also the literature dedicated to this
topic. North America, Europe and Oceania are becoming the main destinations of OFDI

flows from China’s public companies.

The scientific roots largely reflect the patterns of the literature, particularly as regards
publication chronology and ranked journals; once again, with the Journal of
International Business Studies taking the lead. John H. Dunning, Peter J. Buckley,
Yadong Luo and Mike W. Peng are the authors most cited by the literature on ‘OFDI by
SOEs’. It is also clear that the top cited articles are very recent, most of which published
from 2007 onwards.

As for the scientific influence, our recent literature on the OFDI activity performed by
SOEs impacts also very recent studies: 2014 was the peak year both for publications
and for the studies influenced by those publications. The literature mostly impacts
outlets in the Business, Economics and Management fields, being the Journal of
International Business Studies the one that most publishes, influences and is more
influenced. Similarly to its presence within the original literature, Asia-focused journals

stand out among the most influenced sources.

The recent global financial crisis has been changing the world economy as we knew it.
Emerging economies are taking new roles while the developed ones are readjusting
theirs. Given the simultaneous relevance and emergence of the phenomenon of State-
Owned Enterprises as key outward foreign direct investors, we believe that the present
study has brought to light a vast and systematic overview on the subject, pointing out
key areas of impact, main countries and sectors involved, as well as a detailed profile of
authors, sources and studies that comprise the dedicated literature, its scientific roots

and influence.

The present dissertation leaves a trace for much-needed bibliometric studies that may
undertake detailed investigations on OFDI activity by SOEs, using different
bibliographic databases, and with particular focus in specific regions and sectors. Thus,
the scientific community would be provided with a better understanding of motivations
and strategies, weaknesses and safeguards of home and host countries, within SOE’s

international investments.
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