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Abstract

With the rapid growth of emerging market multinational enterprises (EMNEs),
increasing interest has been focused on exploring the internationalization-perfor-
mance (I-P) relationship of EMNEs. Yet findings on the relationship remain con-
tradictory. Although researchers emphasize the home-country-bounded nature of
EMNES, less is known about how home-government features and the EMNES’ polit-
ical mindset affect their internationalization and performance. This study integrates
and extends the literature on the I-P relationship of EMNEs using a meta-analysis
covering a dataset of 218 effect sizes from 186 retrieved studies published between
1998 and 2021. Findings show that the I-P relationship is overall positive, yet it var-
ies across diverse research designs and emerging markets and regions. Also, our
findings indicate that home-country government quality and transformability exert
significant positive impacts on the relationship, while nationalism negatively moder-
ates the government’s impacts on the relationship. This study pushes the boundaries
of EMNE literature through conceptualizing home-government features and incor-
porating consideration of nationalism in this research field.

Keywords Internationalization - Performance - Emerging market multinational
enterprises (EMNEs) - Home-country government - Nationalism - Meta-analysis

1 Introduction

Multinational enterprises (MNEs), defined as firms with at least one-tenth of their
sales distribution in foreign markets or holding a minimum of three foreign subsidi-
aries, are notable players in bridging commercial networks and connections between
countries (Rugman, 1981; Rugman et al., 2016). A burgeoning literature has been
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devoted to explicating the performance implications of internationalization (Bausch
& Krist, 2007; Cuervo-Cazurra et al., 2018; Glaum & Oesterle, 2007; Kirca et al.,
2012), yet traditional arguments based on advanced market MNEs (AMNEs) are
insufficient to explain those from emerging markets (EMNESs). In the past 20 years,
IB researchers have gradually come to acknowledge that, unlike AMNEs, EMNEs
behave in distinctive ways in internationalization, such as in regard to fast-paced
springboard expansion (Luo & Tung, 2007), opaque networking (Buckley, 2018),
and government-created advantages and interventions (Ramamurti & Hillemann,
2018; Rugman et al., 2016), which, implicitly or explicitly, are due to their home
country’s institutional idiosyncrasies. Although there has been a lively conversa-
tion on the internationalization and performance (I-P) of EMNEs, findings have
not reached a consensus. The extant literature, based on differing emerging market
contexts, has produced diversified and inconclusive linear relationships (positive or
negative) (e.g., Holtbriigge & Berning, 2018; Liu et al., 2011), curvilinear relation-
ships (U-shaped, inverted U-shaped, S-shaped, or M-shaped) (e.g., Hsu et al., 2013;
Thomas, 2006; Xiao et al., 2019), or no significant relationships (Wan, 1998).

A widely accepted argument in EMNE research is associated with home-coun-
try government influences (Cuervo-Cazurra et al., 2018; Stoian & Mohr, 2016; Wei
& Nguyen, 2020). One stream of research identifies the unique home government-
created advantages (e.g., providing necessary information, loan access, grant subsi-
dies, or assistance from the government agencies) that motivate and support EMNEs
venturing abroad (Han et al., 2018; Holtbriigge & Berning, 2018; Lu et al., 2014;
Rugman et al., 2016). The other stream captures negative influences of unfavourable
home institutional environments on firm competitiveness, suggesting that the out-
ward FDI by EMNEs is an escape strategy to deal with home-country institutional
voids (Marano et al., 2017; Stoian & Mohr, 2016; Witt & Lewin, 2007). Despite
extensive research effort, these contrasting views indicate that there is a need to
assess home-government impacts on the I-P relationship in a more holistic way.
Nevertheless, little in the literature considers how nationalism, defined as a sense of
national superiority and a feeling that one’s homeland should be dominant (Koster-
man & Feshbach, 1989, p. 271), affects a firm’s internationalization. Nationalism
can fundamentally change the outward motivation and behaviours of MNEs, espe-
cially EMNEs that show a strong motivation to catch up, a spirit of collectivism,
and are deeply embedded in their home-country institutional environments (Bobo-
wik et al., 2014; Johnston, 2017; Rugman et al., 2016; Zhang & He, 2014). To fill
the research gaps and advance the EMNE literature, this study has sought to answer
the following question: How do home-country institutions matter in affecting the I-P
relationship of EMNEs?

To address this question, we adopt a three-level meta-analysis to assess retrieved
data on the I-P relationship, the influence of home-country governments, and the
moderating effects of nationalism. We categorize dimensions of home-country
governments discussed in the rich literature into a static aspect (government qual-
ity) versus a changing aspect (government transformability). First, home-country
government quality refers to the perceived government ability to implement sound
policies, enhance bureaucratic effectiveness, and provide credible commitments to
socio-economic development policies (Rodriguez-Pose & Garcilazo, 2015). The
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extant literature suggests that government quality matters because it directly links
with the degree of home institutional support for or intervention in EMNES’ interna-
tionalization (Han et al., 2018; Lu et al., 2014). Second, government transformabil-
ity captures the extent to which the government is willing to convert political sys-
tems or learn to shift into a different regime for development needs (Deng & Zhang,
2018). Studies suggest that changes of political systems, as reflected by high gov-
ernment transformability, affect the environmental uncertainties of EMNEs’ OFDI
(Cuervo-Cazurra et al., 2018; Kim et al., 2010). Our systematic review process
also identified a missing link in this research field, that is, the influence of EMNEs’
national sentiment. We argue that nationalism, as an institution that reflects the indi-
viduals’ attitudes toward protecting the national interest, moderates the government
impacts on the I-P relationship through disturbing EMNESs’ motivation and purposes
of internationalization (Balabanis et al., 2001; Johnston, 2017).

Using an institutional-based perspective, this study elucidates the puzzle con-
cerning the I-P relationship of EMNEs through a three-level meta-analysis. Our
findings revealed that home-country government quality and transformability posi-
tively affect the I-P relationship of EMNEs, and the sense of nationalism negatively
moderates government’s impacts on the relationship. Overall, this study makes three
contributions. First, findings contribute to resolving an ongoing debate in the EMNE
literature by providing a more precise assessment of the I-P relationship of EMNEs.
Second, although previous studies widely recognize that government quality exerts
significant impacts on EMNEs (Han et al., 2018; Lu et al., 2014; Rugman et al.,
2016), less attention has been devoted to the changing aspect of the governments.
This study extends the institutional-based perspective by proposing a systemic con-
ceptualization that considers both the static and changing aspects of the home-coun-
try government. Third, this study enriches insights of home-country institutional
research by incorporating the effects of nationalism (Arikan & Shenkar, 2021; Con-
tractor, 2021; Zhang & He, 2014). It echoes the recent calls for greater considera-
tion of national sentiments in international business (IB) studies (Arikan & Shenkar,
2021; Contractor, 2021).

2 Literature Review

Considering the unique emerging market context and EMNEs’ firm-specific assets
(FSAs), IB scholars have sought to explore the I-P relationship in the past 20 years
(see Appendix 1). Some studies focus on costs (e.g., liability of country of origin,
liability of foreignness, market adaptation costs) and benefits (e.g., knowledge-seek-
ing, experiential learning, economies of global scale) and discover a linear I-P rela-
tionship (Holtbriigge & Berning, 2018; Liu et al., 2011). Some take a step further
to consider the complexity of international activities at different stages of EMNEs’
internationalization and find curvilinear relationships (Hsu et al., 2013; Thomas,
2006; Xiao et al., 2019). The U-shaped relationship supporters suggest that costs
will outweigh benefits in the early stage of internationalization but fall behind ben-
efits in the mature stage (Chen & Tan, 2012; Gaur & Kumar, 2009). The inverted
U-shaped advocates acknowledging that an optimal degree of internationalization
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exists, viz., the more EMNEs internationalize after reaching the threshold, the
fewer the benefits they can gain (Chen & Hsu, 2010; Liu et al., 2011). The S-shaped
defenders argue that firms will suffer loss in the initial stage of internationalization,
then gain positive benefits in the mature stage, but eventually find internationali-
zation difficult to manage when they are over-expanded (Chen et al., 2012). Some
studies, however, find no significant evidence of the I-P relationship, arguing that it
is the EMNES’ capabilities in cost efficiency rather than internationalization itself
that impact on performance (Wan, 1998). While the linear arguments are chal-
lenged because of ignorance of phases of internationalization, scholars also criticize
that curvilinear arguments are not theoretically convincing because the underlying
assumptions may not occur (Nguyen, 2017; Wei & Nguyen, 2017, 2020).

In explaining the complexity of the I-P relationship in the context of EMNEs, a
commonly adopted view is the institutional-based perspective (Deng & Zhang, 2018;
Peng et al., 2008; Wei & Nguyen, 2017). On the one hand, host-country institutions,
such as regulations, policies and institutional uncertainties, have received wide atten-
tion in IB literature, which reflects the EMNES’ resource-seeking efficiencies and costs
of market adaptation in host countries (Demirbag et al., 2010; Rugman et al., 2014).
In this vein, the I-P relationship deteriorates if there are conflicting goals between
EMNEs and host-country institutions, since these conflicts hinder EMNEs from
embedding in the local environment for the exploration of new business opportuni-
ties and FSAs development (e.g., Demirbag et al., 2010; Rugman et al., 2014). On the
other hand, in contrast to AMNEs, EMNEs rely more on parent-centric approaches,
which means that EMNEs are constantly affected by home-country institutional sup-
port or constraints in making their outward investment decisions, including target-
country selection, mode and speed of entry, and ownership structure (Holtbriigge &
Berning, 2018; Wei & Nguyen, 2017). Hence researchers conclude that it is impor-
tant to consider institutional dimensions that are specific to a home-country context in
understanding the internationalization of EMNEs (Yiu et al., 2007).

Through our literature review, we identified two important gaps that remain unad-
dressed. The first gap is that, although home-country institutional influences are dis-
cussed in IB literature, there is a lack of systemic conceptualization of the home
government’s role. Compared with developed countries, government is an essential
part of institutions that lead economic development in emerging countries (Peng
et al., 2008; Wang et al., 2012; Wu & Zhao, 2015). It shapes other institutions in
the country, establishes business climates, and affects the development of FSAs that
are critical to the EMNEs’ global competitiveness (Ramamurti & Hillemann, 2018).
Hence the existing arguments on home-government influences need to be system-
atically summarized and categorized specifically for the EMNE research context.
Based on the extant literature, we propose two main features of home governments
that affect the ways that EMNESs internationalize. These are a static aspect — home-
government quality combines the evaluations of governments in providing sound
policies and regulative effectiveness (Cuervo-Cazurra et al., 2018) — and a changing
aspect — home government transformability that takes into account the transforma-
tions of home-country institutions and the learning attitude of governments (Peng
et al., 2008; Wan & Hoskisson, 2003).
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The second gap we identified is that previous studies lack consideration of
how nationalism, as an important institutional factor, affects EMNEs’ motiva-
tion and preferences to internationalize. Although nationalism has been discussed
in cross-national research, its impact on MNEs, especially on EMNEs that are
largely affected by their home-country context and committed to improving the
national status quo, remains underexplored (Balabanis et al., 2001; Druckman,
1994; Johnston, 2017). In recent decades, nationalism has been on the rise and
has constantly shaped firms’ international strategies and performance (Johnston,
2017; Zhang & He, 2014). Research shows that, compared with developed mar-
kets, the relative backwardness in political, economic, and education develop-
ment in emerging markets is more likely to lead to a stronger sense of nationalism
in individuals (Druckman, 1994; Johnston, 2017). Hence nationalism is of great
significance in EMNE research, since these firms have a unique home-country-
bounded nature and exhibit strong catch-up ambitions to achieve national goals
(Cuervo-Cazurra et al., 2018; Luo & Tung, 2007; Wei & Nguyen, 2017). With a
sense of nationalism, EMNEs become more intertwined with home-country gov-
ernments and more prone to consider national security and interests in designing
international strategies (Balabanis et al., 2001). Hence this study is positioned to
address the research gaps by testing the moderating effects of home-country gov-
ernment quality and transformability on the I-P relationship of EMNEs and by
examining how nationalism moderates government influences on the I-P relation-
ship of EMNEs.

3 Hypothesis Development

In emerging countries, government influences are evident and can be exerted on a
broad range of firms’ decision-making and strategies (Cuervo-Cazurra et al., 2018).
Compared with AMNEs, EMNEs are “deeply rooted and embedded in” the home
country’s institutional system (Rugman et al., 2014, p. 9), and hence the govern-
ment is often regarded as their principal stakeholder as well as their largest partner.
From a static aspect, home governments spell out the ‘rules of the game’ with which
firms need to comply both in domestic markets and during their overseas ventur-
ing (Peng et al., 2008; Ramamurti & Hillemann, 2018; Wan & Hoskisson, 2003;
Wei & Nguyen, 2017). Government influences can turn into advantages or disad-
vantages for EMNES’ internationalization by making their FDI more intertwined
with their home country’s political considerations (Rugman et al., 2014; Stoian &
Mohr, 2016). These influences, as reflected by the quality of the home government,
help EMNEs develop FSAs and heavily shape their propensity for taking risks over-
seas (Hennart, 2012). From a changing aspect, the transformation of the home gov-
ernment and changes incurred in institutional conditions exercise EMNEs’ uncer-
tainty management capability and their ability to internationalize (Cuervo-Cazurra
et al., 2018; Wei & Nguyen, 2017). Hence examining home-government influences
through static and changing aspects provides considerable explanatory power on the
complexity of the I-P relationship of EMNE:s.

@ Springer



208 S.Wuetal.

3.1 Home-Government Quality and EMNEs’ Internationalization

Home-country government quality captures the perceived effectiveness of the
government’s formulation and implementation of sound policies, protection of
property rights, and distribution of resources, which also represent the credibil-
ity of the government’s commitment to implementing policies (Kim et al., 2010;
Wan & Hoskisson, 2003). In the IB field, it is well-established that home-coun-
try government quality affects EMNEs’ internationalization in manifold ways.
One stream of research attributes the rapid expansion of EMNEs to country-
specific advantages brought by the government, arguing that sufficient govern-
ment support is the key to facilitating these global latecomers to compete and
build world-class technologies (Rugman et al., 2014; Wan & Hoskisson, 2003;
Wu et al., 2021). Another research stream presents an institutional escape view,
arguing that EMNEs internationalize to escape from home-country regulatory
and institutional voids, such as poor intellectual property rights protection, lack
of market intermediaries, and inefficient legal systems (Marano et al., 2017;
Stoian & Mohr, 2016; Witt & Lewin, 2007). This stream of work also holds that
dysfunctional government and uncertain institutional environments in emerging
countries determine EMNEs’ liability of origin in venturing abroad (Cuervo-
Cazurra et al., 2018; Stoian & Mohr, 2016). Although approaching the issue
from different angles, these research streams share common ground in EMNE
research — the quality of home-country government is salient for EMNEs.

We argue that a high-quality government moderates the I-P relationship of
EMNESs through reducing liability of country of origin and supporting their
FSAs development. First, the healthy supply of regulations by high-quality
government enables EMNEs to enjoy the benefits of efficient market transac-
tion mechanisms and fair competition, thereby increasing their willingness to
participate in global competition (Wan & Hoskisson, 2003; Wei & Nguyen,
2017). In this aspect, firms can avoid the misalignment of goals with their home-
country government and become more likely to gain access to those complemen-
tary resources that are essential for improving competitiveness (Rugman et al.,
2014). Second, since well-established factor markets and effective protection
of intellectual property rights reduce the firms’ pressure in dealing with home-
country institutional uncertainties, EMNEs can constantly invest more in FSAs
development (i.e., technology, managerial expertise, and global brands). Con-
sequently, EMNESs can explore their true potential in international competition
(Cuervo-Cazurra et al., 2018; Hennart, 2012; Wei & Nguyen, 2017). Third, the
credibility of the home-country government helps EMNEs reduce the liability
of origin by improving their global image, which facilitates their foreign market
embeddedness and implies improvement of the I-P relationship (Wei & Nguyen,
2017). Based on the above, we hypothesize:

Hypothesis 1: Home-country government quality is positively associated
with the internationalization-performance relationship of EMNEs.
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3.2 Home-Government Transformability and EMNEs’ Internationalization

Government transformability is defined as the government’s “capacity to create a
fundamentally new system when ecological, economic, or social (including polit-
ical) conditions make the existing system untenable” (Walker et al., 2004, p. 3). It
consists of complex policies, rules and regulations and changes that constitute the
home-country institutional framework (Kim et al., 2010). Drawing on the institu-
tional-based perspective, government transformability is more adaptability-driven
compared with government quality, which is more efficiency-driven, because it
captures the speed of institutional changes (Peng et al., 2008; Wan & Hoskis-
son, 2003). While home-country government quality moderates the I-P relation-
ship through affecting EMNEs’ FSAs development, government transformability
mainly influences EMNES’ capability in managing uncertainty in foreign coun-
try operations (Aulakh & Kotabe, 2008; Wan & Hoskisson, 2003). First, extant
EMNE research has a lively discussion around why EMNEs can develop better
uncertainty management capability in internationalization compared with their
advanced-market counterparts (Wei & Nguyen, 2017). Scholars argue that gov-
ernment transformation in the home country forces EMNEs to respond to insti-
tutional changes by actively acquiring market information, diversifying risks in
operations, and preparing for changeable decisions (Cuervo-Cazurra et al., 2018).
EMNE:s gradually become more resilient and proficient at managing abrupt insti-
tutional changes (Cuervo-Cazurra et al., 2018).

Second, when the home-country government adopts an open mindset in trans-
forming existing institutional settings for better national development, it further
encourages EMNEs to actively learn new knowledge and change their traditional
business routines for global competition (Wan & Hoskisson, 2003). In times of a
government’s rapid transformation, EMNEs are more likely to gain institutional
support for pursuing high outbound international diversification or for taking
risk to operate in favourable business locations (Wan & Hoskisson, 2003). In this
regard, government transformability fosters the EMNEs’ FSAs exploration and
leads them to embrace a long-term view in order to prepare for abrupt changes in
foreign countries (Cuervo-Cazurra et al., 2018; Wan & Hoskisson, 2003). Over
time, EMNEs become capable of reconfiguring resources for market adaptation
(Aulakh & Kotabe, 2008).

Third, high government transformability implies that governments are not
rigid and inflexible, but willing to get access to a broader range of knowledge
sources and become more connected with global networks (Li et al., 2018). The
changes of home-country government then offer EMNEs networking advantages
and enable them to reduce the liability of foreignness in host countries. Taking
these together, we hypothesize:

Hypothesis 2: Home-country government transformability is positively asso-
ciated with the internationalization-performance relationship of EMNEs.

@ Springer



210 S.Wuetal.

3.3 The Moderating Effects of Nationalism

The resurgence of nationalism in recent decades has received comparatively less
attention from IB researchers, despite its pronounced impacts on the involvement of
politics in firms’ internationalization (Arikan & Shenkar, 2021; Contractor, 2021;
Zhang & He, 2014). In line with the institutional-based perspective, nationalism, as
a belief in national superiority and hostile attitudes to outgroups (i.e., other nations),
exerts profound and enduring impacts on EMNESs (Balabanis et al., 2001; Kosterman
& Feshbach, 1989). This is because researchers find that the relative backwardness
of economic, sociocultural and political development in emerging markets is more
likely to lead to nationalistic behaviours of firms (Balabanis et al., 2001; Druckman,
1994; Johnston, 2017). For example, Balabanis et al. (2001) suggest that nationalism
is a political and economic phenomenon that affects the degree to which individu-
als are “motivated to help their country” (pp. 159—-160). Zhang and He (2014) also
argue that individuals’ sense of nationalism is linked with their home country’s need
to upgrade economic and institutional infrastructure in order to advance national
competitiveness (p. 214).

Moreover, many emerging countries have higher levels of collectivism and power
distance compared to developed countries such as Chile, China, Indonesia, South
Korea, and Thailand (Hofstede, 2001). Hence researchers suggest that firms from
emerging countries are more willing to fight for their countries, as they are more
likely to feel obligated to protect their national interests and care about social wel-
fare (Bobowik et al., 2014). In addition, the impacts of nationalism on EMNEs
are evident in their expansion path and catch-up momentum (Zhang & He, 2014).
Previous studies show that nationalistic firms often act in an aggressive manner to
show their loyalty and normative commitment to their home countries (Druckman,
1994; Johnston, 2017). In the IB field, EMNEs often embrace aggressive postures
in international expansion (Luo & Tung, 2007; Shirodkar & Shete, 2022). In order
to enhance competitiveness, these global market latecomers tend not to follow the
traditional incremental expansion path but adopt a springboard approach to aggres-
sively acquiring foreign assets (Luo & Tung, 2007; Wei & Nguyen, 2020). Hence
the unique home-country-bounded nature and competitive attitudes of EMNEs
imply the importance of considering the impact of nationalism on their international
operations.

We argue that a sense of nationalism undermines the positive effects of govern-
ment quality on the I-P relationship. In the literature, nationalism is considered an
important factor affecting the links between government policies and firm actions
(Druckman, 1994). From the benefit-taking perspective, nationalism shifts EMNESs’
attention toward the set of government policies in promoting OFDI, which can
mitigate the FSAs development benefits provided by a high-quality government.
EMNESs, under the influence of nationalism, tend to perceive that part of their inter-
nationalization duty is to protect the domestic market and enhance home-country
development (Balabanis et al., 2001). Rather than using government-supported
resources to cooperate with host-country stakeholders, nationalism guides EMNEs
to pursue national interest and security in their foreign operations (Balabanis et al.,
2001; Bonikowski & DiMaggio, 2016). The “my country first” and “willing to fight”
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nationalist approaches further hinder EMNEs from leveraging preferential FDI
policies to develop market-related capabilities and FSAs (Johnston, 2017; Morse &
Shive, 2011). As a consequence, although high-quality government helps EMNEs
eliminate their disadvantaged position by improving their global image, their nation-
alistic behaviours and self-protection attitude may reduce such advantages (Druck-
man, 1994).

From the cost-reduction perspective, the sense of national pride and hostility
toward foreign outsiders shapes firms’ perceptions of the content and meaning of
governments’ FDI-supporting policies, which induces firms to adopt practices that
are not consistent with previous ones (Geng et al., 2016; Reay & Hinings, 2009).
Under nationalistic institutional settings, firms tend to adopt actions that commit
to the home country’s economic, social and political status quo (Druckman, 1994).
Their self-protection attitudes and commitment to their home country lead them
to face greater liability of foreignness (LOF), which weakens government-created
advantages in improving the I-P relationship. Although emerging market govern-
ments strive to provide resources and policy support to encourage EMNESs that are
learning and embedding in foreign countries, nationalism changes the firms’ minds
and forces them to navigate new routes in internationalization (Chen et al., 2021;
Geng et al., 2016). Consequently, firms will face higher costs for FSAs exploita-
tion and a deteriorating I-P relationship (Kaldor, 2004). One recent example may
be the 2021 backlash by AMNEs such as Hennes & Mauritz (H&M) over Xinji-
ang cotton in China. Due to perceived negative influence on home-country national
interest, Alibaba and other large e-commerce Chinese EMNEs withdrew their coop-
eration from the H&M clothing brand (Canales, 2021). Despite the Chinese gov-
ernment encouraging their firms to seek cooperation with global brands, national-
ism has changed these firms’ attitudes toward global cooperation. Hence we observe
that nationalism shapes the EMNESs’ behaviours and attitudes, thus moderating the
impacts of home-government quality on the I-P relationship. Hence, we propose:

Hypothesis 3a: A sense of nationalism negatively moderates the effect of home-
government quality on the internationalization-performance relationship of
EMNEsg.

We suggest that the uncertainty-managing advantages created by home-govern-
ment transformability are reduced with a sense of nationalism. First, previous stud-
ies find that nationalism leads firms to become less strategic-focused (Balabanis
et al., 2001; Kaldor, 2004). Although home-country governments actively change
the institutional settings to offer their firms a broader range of options for ventur-
ing abroad, firms often embrace a stereotyped view in internationalization. The ste-
reotypes generally consist of perceptions such as “You should support your country
even when it is wrong” (Johnston, 2017, p. 28), or perceiving the host country as
“a simple, single-minded aggressive enemy”” (Druckman, 1994, p. 51). As a result,
firms will make decisions without designing a comprehensive strategic plan for that
action (Druckman, 1994). Moreover, nationalism is regarded as “negative interna-
tionalism” in the literature; it strengthens firms’ exclusions of others and offers lit-
tle empathy for other nations’ welfare (Balabanis et al., 2001, p. 162). In this vein,
although government transformations encourage EMNEs to develop FSAs and
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integrate into the global network, nationalism makes them less likely to seek coop-
eration with firms from other nations. By changing the signals provided by govern-
ment transformations, nationalism offers a new but confusing signal to EMNEs and
adjusts their ways of decision-making in foreign countries. As a result, it weakens
the advantages of government transformation in enhancing the I-P relationship.

Second, nationalism changes EMNEs’ motivation for learning to manage uncer-
tainties in foreign markets. Through a set of institutional transformations, a home
government directs EMNEs toward learning, adapting and exploring new oppor-
tunities for long-term development (Cuervo-Cazurra et al., 2018; Wan & Hoskis-
son, 2003). Yet, when EMNEs embrace an exaggerated national self-image, they are
likely to fall into a ‘success trap’: they perceive their home country as superior to
host countries, and thus become less likely to adjust themselves to fit into and learn
from the new environment (Johnston, 2017; Kaldor, 2004). With a sensitivity to the
needs of others, they tend to adopt aggressive actions to take advantage of the target
country rather than being a humble learner or long-term partner (Druckman, 1994).
Consequently, the government’s transformation efforts in enhancing their firms’
ability to deal with uncertainties and enhance performance in internationalization
will be in vain. In addition, even though their home-country governments strive to
transform themselves to become more connected with global networks, the domi-
nance of nationalism makes firms less likely to follow the pace of their government
(Li et al., 2018). As a result, EMNESs’ capabilities developed for FSAs exploitation
in response to home-government transformations may no longer function in the host
country (Johnston, 2017; Kaldor, 2004). We thus hypothesize:

Hypothesis 3b: A sense of nationalism negatively moderates the effect of
home-government transformability on the internationalization-performance
relationship of EMNEs.

4 Meta-Analysis
4.1 Research Design

Our empirical context is those MNEs that originated from countries identified as
emerging countries by the International Monetary Fund (IMF), the Market Potential
Index (MPI), and BBVA Research (Zhou et al., 2016). To synthesize existing find-
ings on the internationalization-performance of EMNEs, we adopted a meta-analysis
method and followed established guidelines (Hunter & Schmidt, 2004). Compared
with individual studies that often lack statistical power to strengthen their arguments
due to inevitable sampling errors, meta-analysis as a statistical research synthesis
method enables the aggregation of results across independent studies while correct-
ing for a variety of statistical artefacts (Hunter & Schmidt, 2004; King et al., 2004).
By using a meta-analysis, we can provide extensive summaries of previous findings
and push forward the boundaries of current research by testing the impacts of home-
country government and their sense of nationalism (Rothstein et al., 2006). It is also
noteworthy that meta-analysis is becoming a widely recognized research method
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and is gaining more acceptance in various research fields, because it helps schol-
ars obtain a more in-depth assessment of relationships between different variables
(Bachrach et al., 2019; Cao et al., 2018; Ding et al., 2021).

To identify relevant studies on the I-P relationship of EMNEs, we searched for
studies by using the Web of Science, EBSCO Business Source Complete, ProQuest,
and Google Scholar (Miao et al., 2017; Wenke et al., 2020). We designed two key-
word strings by following existing studies (Kirca et al., 2012; Marano et al., 2016,
p. 1): the first-order string is “internationalisation OR internationalization OR glo-
balisation OR globalization OR cross-nation* OR cross-border* OR International*
OR multination* OR transnation*)”, AND 2) the second-order string is “firm* OR
compan®* OR business* OR corporat* OR enterprise* OR commerc* OR trad*
OR investment*”. We also conducted targeted research from leading journals in
the management and IB fields, such as Academy of Management Journal (AMJ),
Journal of International Business Studies (JIBS), Strategic Management Journal
(SM)), Journal of World Business JWB), Journal of Business Research (JBR),
Management International Review (MIR), International Business Review (IBR),
Asia Pacific Journal of Management (APIM), Journal of International Management
(JIM), and Global Strategy Journal (GSJ), among others. After gathering the initial
set of articles, we manually searched the reference lists of previous literature reviews
and meta-analyses to avoid missing relevant articles (Bausch & Krist, 2007; Ding
et al., 2021; Miao et al., 2017; Tang & Gudergan, 2018).

We used three inclusion and exclusion criteria to determine the final sample
(Miao et al., 2017). First, we excluded studies that analysed the I-P relationship by
focusing on those home countries that are not listed as Emerging Economies (King
et al., 2004). Those primary studies that used multiple emerging markets data and
did not use different panels to separate firms from different emerging markets for
analysis were also excluded. Second, following existing studies, we excluded arti-
cles that targeted born-global firms, exporting small- and medium-sized enter-
prises (SMEs), and the international activities by top management teams (TMT)
(De Clercq et al., 2012; Nguyen, 2017; Rodriguez-Ruiz et al., 2019; Rugman et al.,
2016). Third, those studies that used purely qualitative studies or were quantitative
but have not reported statistical description, correlations of variables and sample
size were excluded (Wenke et al., 2020). In sum, our systematic review processes
yielded 186 published articles with 218 samples from 1998 to 2021 (September).
Details of the systematic review procedure are shown in Fig. 1.

4.2 Coding and Measures

To code the collected sample studies, we used a random sampling method to select
30 sample studies and, based on the selected sample, we designed a protocol to
extract data from the studies. Because meta-analysis does not allow us to test the
causal relationship between internationalization and performance, we checked the
research design and variable measurements in each study to mitigate reverse causal-
ity concerns (Hunter & Schmidt, 2004). The dependent variable is the effect size
of the relationship between internationalization and firm performance, which was
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Other sources (Journal
websites, review
article references)

Databases searching

Studies screened
based on titles,
keywords, and
abstracts
(N=1118)

Studies excluded
(N=374)

Screening H Identification ‘

Full-text assessed Eligibility based on:
based on the three 1) Home country

inclusion and 2) EMNEs

exclusion criteria 3) Quantitative research
(N=744) Studies excluded(N=558)

H Eligibility H

Studies included in
meta-analysis
(N=186;

I-P effect sizes=218)

Included

Fig. 1 PRISMA flow diagram. PRISMA means preferred reporting items for systematic reviews and
meta-analyses

calculated following Hunter and Schmidt (2004) by using Pearson’s correlation
between the two variables reported in the primary studies.

Explanatory variables: We used multi-items to construct the three home-coun-
try institutional variables and adopted confirmatory factor analysis to test construct
validity. Home-country government quality was operationalized using four items
from the World Economic Forum (WEF) and Global Competitiveness Index (GCI)
following existing studies; this measures individuals’ perception of government’s
effectiveness, credibility, stability and taxation incentives (Dikova & Van Witteloos-
tuijn, 2007; Fogel, 2006; Fullerton, 1982). The construct validity and reliability were
ensured (Cronbach’s alpha=0.856, AVE=0.717, CR=0.906). Home-government
transformability was measured using three items extracted from the Bertelsmann
Transformation Index (BTI), which indicates the government’s creativity, flexibility
and adaptability (Pavitt & Walker, 1976; Witt & Lewin, 2007; Young et al., 2018).
Confirmatory factor analysis shows that the validity and reliability of this construct
were established (Cronbach’s alpha=0.901, AVE=0.883, CR=0.958). Following
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previous studies in measuring “nationalism”, we collected data from the World Val-
ues Survey (WVS) and used four items to construct generalized nationalism. These
items indicate whether individuals are willing to fight for their country (Ariely,
2012), whether they feel pride in their nation’s institutions (Bobowik et al., 2014;
Huddy & Khatib, 2007), and their perceived importance of national politics (Bon-
ikowski, 2016). The construct validity and reliability were satisfactory (Cronbach’s
alpha 0.849, AVE=0.585, CR=0.916) (see Appendix 2). The correlation between
these dimensions shows a significant positive relationship (see Appendix 3).

Study-level coding: Following existing literature, we coded internationalization
into three subgroups: depth of internationalization, breadth of internationalization,
and duration of internationalization (Abdi & Aulakh, 2018; Nguyen, 2017). Depth
of internationalization refers to those retrieved studies using standardizable indi-
cators such as foreign sales to total sales, foreign assets to total assets, or foreign
employees to total employees to measure internationalization (Nguyen, 2017). Stud-
ies that focused on the geographical dispersion of EMNEs and the count number of
host countries were grouped in the breadth of internationalization (Nguyen, 2017).
For those using time-based measures such as the number of years since the EMNE
has entered the foreign market, we coded them in the duration of internationalization
subgroup (Abdi & Aulakh, 2018). We clarified firm performance into four groups
following existing systematic reviews (Bausch & Krist, 2007; Ding et al., 2021;
Nguyen, 2017). Financial performance refers to accounting-based measures such as
return on assets (ROA), return on equity (ROE), and return on sales (ROS) (Nguyen,
2017). Innovation performance includes measures such as total number of patents or
patent citations, number of new products, new product sales, and other innovation-
related variables (Ding et al., 2021; Fu et al., 2018). Growth-orientated performance
includes measures such as sales growth, increase in market share, or productivity
growth (Hu et al., 2019). Composite measures comprise those using a combination
of the categories above or multiple items to capture managers’ perceptions of firm
performance (Trapczynski & Banalieva, 2016).

We also included a set of study-level variables to control for sample heteroge-
neity. Compared with large and old EMNEs, SMEs and young ventures generally
face deficiencies in resources and capabilities (Lu & Beamish, 2001). We followed
the definitions of SMEs provided by the Small Business Administration (SBA)
and Internal Revenue Service (IRS)l to code the collected studies, based on their
reported statistics” of firm size (1=SMEs, 0 otherwise) (Lu & Beamish, 2001) and
reported average firm age (1 =above 15, 0 otherwise) (Fan et al., 2021). Compared
with export, franchising and other non-equity modes, a higher degree of foreign con-
trols exposes EMNEs to greater environmental risks in host countries (Tseng & Lee,
2010). We thus controlled entry modes based on whether the entry involved equity

! The SBA defines SMEs based on the number of employees: firms with fewer than 500 employees are
regarded as SMEs; The IRS classifies SMEs based on the total assets: firms with total assets of $10 mil-
lion or less are SMEs.

2 For sample studies that reported logarithm transformed values of firm size or age, we back-transformed
the value before coding.
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controls over foreign operations: 1 equals equity modes such as wholly-owned sub-
sidiary (WOS), mergers and acquisitions (M&As), or shared control joint ventures
(JVs) (Tseng & Lee, 2010). Publicly listed firms often have better access to financ-
ing sources; we coded firm status as 1 if studies focused on listed firms, and O other-
wise (Shi et al., 2012). We coded state ownership based on the statistics reported in
retrieved studies, as state-owned firms are more likely to achieve home-government
support (Fan et al., 2021; Wei & Nguyen, 2017). We also coded those studies that
controlled R&D expense into a subgroup because firms’ knowledge-based FSAs
and intangibility affects their international strategies and performance (Nguyen,
2017). Moreover, target country environments affect EMNEs’ capability to deploy
and exploit FSAs (Nguyen, 2017). Since most of the studies included in our sam-
ple pool did not clarify the target countries of EMNEs, we used three subgroups
to distinguish target-country heterogeneity, including targeting developing countries
(e.g., Yayla et al., 2018), targeting developed countries (e.g., Holtbriigge & Berning,
2018), and others that have not mentioned specific target countries (e.g., Nicholson
& Salaber, 2013).

Country-level controls: At the country level, we controlled cultural influences
by using home country power distance and individualism collected from Hofstede
Insights (Smith & Hume, 2005). Previous research suggests that the two cultural
dimensions significantly affect EMNEs’ international behaviours and decisions
— power distance affects their tolerance of power inequities and individualism meas-
ures the relative importance of firms’ own views and the societal members’ welfare
(Smith & Hume, 2005). Trade openness was controlled using export intensity, since
this reflects the home country’s openness to trade and the likelihood of OFDI of
EMNESs (Ozturk et al., 2021). The intensity of local market competition and labour
market characteristics affects the EMNESs’ propensity to internationalize; hence we
controlled market concentration and labour market flexibility using data collected
from GCI (Dikova & Van Witteloostuijn, 2007). Quality of education is an impor-
tant social-economic development indicator to reflect the prevalence of emphasis on
R&D and knowledge-based assets; hence we collected data from GCI and controlled
the quality of the education system in the home country (Fogel, 2006).

4.3 Meta-Analysis Procedures

We conducted a meta-analysis to examine the I-P relationship of EMNE:s, following
the Hedges and Olkin—type meta-analytic procedure to test the heterogeneity of the
relationship. We used the three-level hierarchical linear modeling (HLM) method
to test the influences of home-country government and the moderating effects of
nationalism on the relationship, because retrieved studies are nested within differ-
ent emerging economies (Rabl et al., 2014). The three-level HLM model is set as
follows:
Level 1 model:

_ 2
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Level 2 model:

Poir =0gox + B Performancemeasuresy;,
+ p,Internationalizationmeasures;,
+ pyStudylevelheterogeneitycontrols(dummy),;,

Level 3 model:

Soix =Yooo + v1Homecountryexplanatoryvariablesy,

+ y, Countrylevelcontrolsy;, + V.

Level 1 of the model focuses on firms and establishments, Level 2 is based on the
grouping of studies, and Level 3 is based on country-level variables (Fischer &
Mansell, 2009). ESijk is the Fisher’s effect size, o-ék is the sampling variance of Level
1 (firm level). Uy is the sampling variance of Level 2 (study level) and V;, is the
sampling variance of Level 3 (country level). y, is the regression coefficient of Level
3 and &y, is the intercept of Level 2. We use the full maximum-likelihood estima-
tion method to conduct the analysis and all the variables are added in the model as
grand-mean centered (Fischer & Mansell, 2009; Rabl et al., 2014). We chose the
random-effect analysis technique in our meta-analysis, because internationalization
strategies and paths differ across emerging markets, and the sample studies have
highly heterogeneous effect sizes (Rabl et al., 2014).

5 Results

Tables 1 and 2 offer the meta-analysis results of the I-P relationship based on study-
level subgroups (Table 1) and emerging economies/regions subgroups (Table 2).
In Table 1, both the unweighted mean effect size (Z%= 0.077) and weighted mean
effect size (Z°= 0.017) are positive, indicating an overall positive I-P relationship.
The weighted effect size of the breadth of internationalization (Z°= 0.115, Z’=
0.104) is larger than depth and duration measures (Z= 0.054, Z’= 0.007), suggest-
ing that studies examining the I-P relationship through the number of foreign coun-
tries will find a better performance of EMNE:s. In performance subgroups, the effect
size of internationalization-innovation performance (Z%= 0.124, Z’= 0.149) is larger
than internationalization-financial performance (Z%= 0.035, ZP=0.002), indicating
that EMNEs generally gain more learning benefits than financial profits in foreign
countries. Interestingly, although only a few studies present specific target countries
(K=25), we find that those studies targeted at developed countries have slightly
larger unweighted and weighted mean effect sizes (Z= 0.063, Z’= 0.068), com-
pared with those targeted at developing countries (Z%= 0.024, Z’= 0.059). This find-
ing lent supports to previous EMNE research that suggests latecomers can access
strategic assets and earn more benefits when they enter advanced markets (Luo &
Tung, 2007; Tang & Gudergan, 2018).
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The percentage of variance due to artefacts caused by between-studies varia-
bility (I%) is greater than 75%, showing a high heterogeneity among all the sample
subgroups. In the heterogeneity test, the Q statistic (X*= 4311.58) showed a sig-
nificant level of 99%, indicating that the effect size of the full sample is heteroge-
neous. The Q values of the heterogeneity test are all significant in all subgroups
except entry modes, which shows that the grouping method is valid based on the
sample statistics and the I-P relationship is less heterogeneous between equity
modes and other entry modes (Hunter & Schmidt, 2004).

Table 2 shows the meta-analysis by countries and regions with K> =2. Except for
Indonesia (Z%= —0.074, Zb= —0.026), Iran (Z°= —0.272, Z’= —0.272) and Mexico
(Z°= —0.023, Z= —0.016), the mean weighted effect sizes of other economies are all
positive. The most research samples are Chinese EMNEs (K=112, N=147,065), with a
mean weighted effect size of 0.070 and a mean unweighted effect size of 0.024. The 95%
confidence intervals (CIs) include zero, which means no statistically significant differ-
ence between these subgroups (Rabl et al., 2014). It is observed that most of the country-
level subgroups are statistically significant, except for Colombia (Cls= —0.053/0.163),
Hong Kong (CIs= —0.070/0.117), Indonesia (CIs= —0.060/0.009), South Korea (CIs=
—0.005/0.040), Mexico (CIs= —0.093/0.062), Russia (Cls= —0.019/0.050), Turkey
(CIs= —0.012/0.136), and Vietnam (CIs= —0.003/0.003). A large number of studies
focus on the Confucian Asia region (K=156, N=178,612) and find positive effect sizes
(Z°= 0.069; Z"= 0.042). The largest effect size across different regions is in South Amer-
ica (Z%= 0.490; Z’= 0.132), followed by Africa and Middle East (Z?= 0.153; Z’= 0.104),
and Latin America (Z°= 0.016; Z’= 0.009). The Q statistics show that the heterogeneity
of groupings of some countries and in Latin America is not significant, which may be
attributed to the small number of sample studies in these countries (Rabl et al., 2014).

Table 3 shows the results of hypothesis testing using three-level HLM in meta-
analysis. The variance inflation factor (VIF) values of the variables in all models
and the mean VIF (2.15) are below the threshold value 5, indicating that multi-
collinearity is not a concern in this study (Kalnins, 2018). Home-country govern-
ment quality exerts significant positive impacts on the I-P relationship of EMNEs
(B=0.093, p=0.004), indicating that, as government quality improves by 1 SD,
the I-P relationship enhance approximately 0.093. This confirms that high-qual-
ity home governments can promote the internationalization of EMNEs through
developing sound business regulations and policies, which also help firms reduce
transaction costs and enhance their competitiveness in international activities
(Marano et al., 2016). Table 3 shows that increasing government transformability
can lead to a better I-P relationship (f=0.057, p=0.047). That is, home gov-
ernment with high creativity, flexibility and adaptability promotes and supports
EMNEs’ foreign market exploration and exploitation activities, leading to positive
performance outcomes (Lu et al., 2014; Young et al., 2018). Thus hypothesis 1
and hypothesis 2 are supported.

In testing the moderating effect of nationalism, we find that the coefficient of
the interaction term of government quality and generalized nationalism is nega-
tive and marginally significant (B= —0.063, p=0.078). That is, as EMNEs’
generalized nationalism increases by 1 SD, the impacts of government quality
on EMNEs’ performance will decrease by 0.063. Similarly, the interaction of
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government transformability and generalized nationalism exerts significantly
negative impacts on the I-P relationship (= —0.090, p=0.013). If the general-
ized nationalism increases by 1 SD, the impact of government transformability on
EMNESs’ internationalization performance will decrease by 0.090. Thus hypoth-
eses 3a and 3b, which propose that the sense of nationalism negatively moder-
ates the effects of home-country government influences on the I-P relationship of
EMNEs, are supported.

We conducted a set of additional tests to check the non-publication bias and
robustness of our findings. First, we adopted the “trim-and-fill”, cumulative meta-
analysis, fail-safe N (FSN) to test the non-publication bias following previous stud-
ies (Cao et al., 2018; Hunter & Schmidt, 2004). Results of the tests show that our
results are not susceptible to non-publication bias. There are no imputed missing
studies found in the trim-and-fill test, and the funnel plot’s symmetry in Appen-
dix 4 shows that publication bias is not a concern (Cao et al., 2018). Second, we
adopted Harman’s single-factor test to re-examine the moderating effects of home-
country government quality and transformability on the I-P relationship (Harman,
1967). Results in Table 4 show the same direction of regression coefficient as that in
our main tests. Third, although we did not include studies focusing on born-global
firms in our meta-analysis, some instant exporters and firms that overly focused on
domestic markets might not be regarded as EMNEs (Rodriguez-Ruiz et al., 2019;
Rugman et al., 2016). We thus revised the sampling approaches and removed those
studies that claimed firms as EMNEs but merely reported the firms’ export activi-
ties (N=20). We re-tested our hypotheses using this subsample and found that the
results remain unchanged (see Table 4). Detailed results are shown in Appendix 5.

Fourth, we estimated home-country influences using the traditional meta-regres-
sion approach and present the bubble plots in Fig. 2. The impacts of government
quality, transformability, and the moderating effects of nationalism on the I-P rela-
tionship remain the same as our main tests. Therefore, our findings are robust to the
consideration of non-publication bias, different samples, alternative variables, and
different empirical approaches.

6 Discussion and Implications

Although the relationship between internationalization and performance of EMNEs
has received increasing attention from IB researchers in the past two decades, find-
ings are mixed and inconclusive (Holtbriigge & Berning, 2018; Liu et al., 2011; Wei
& Nguyen, 2020). This study aims to provide a more comprehensive view of the
relationship by analysing existing primary studies through a meta-analysis. Given
the home country-bounded nature of EMNEs compared with that of AMNEs, we
propose that the role of home-country institutions should be adequately consid-
ered in the EMNE context (Luo & Tung, 2007; Wei & Nguyen, 2017). Drawing
on an institutional-based perspective, this study navigates the variations of the I-P
relationship by taking into account the influences of home-government quality and
transformability and rising nationalism in changing EMNEs’ outward motives. Our
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Fig.2 Bubble plots of meta-regression estimates. The fitted regression line was plotted with the circles
representing estimates from each study; the inverse of the within-study variance determines the circle
size

findings generate novel insights into the literature, present fruitful managerial impli-
cations, and open up a broad range of future research avenues.

6.1 Theoretical Implications

This study extends the current literature in three ways. First, it focuses on the EMNE
context and provides a clearer picture of the mixed findings on the I-P relationship
of EMNEs. Although IB researchers have systematically reviewed the I-P relation-
ship, arguments drawn from examinations of MNEs cannot explain the relationship
of EMNEs (Hennart, 2012; Luo & Tung, 2007). In this study, we explain the unique
home-bounded nature and latecomer characteristics of EMNEs and highlight the need
to distinguish EMNEs and AMNE:s in I-P relationship research. Through a meta-anal-
ysis, we consolidate available evidence on one of the most researched questions in the
IB field with as-yet inconclusive findings (Lindner et al., 2018). Our findings generate
strong quantitative conclusions based on the results of the I-P relationship provided in
primary studies. We also disentangled the key determinants of the I-P relationship of
EMNEs, such as firm characteristics, research settings, and home-country heterogene-
ity. We argue that research in this field should go beyond estimating the magnitude and
sign of the relationship to focus more on investigating underlying factors at the manage-
rial-, firm-, industry- and country-level that affect the relationship (Lindner et al., 2018;
Oesterle & Wolf, 2011). Our study also responds to calls for using the meta-analytical
approach to resolve inconsistent arguments in the IB field (Lindner et al., 2018).
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Second, we identify that one central component of EMNE research lies in discus-
sion of home-country institutional influence (Cuervo-Cazurra et al., 2018; Stoian &
Mohr, 2016; Wei & Nguyen, 2020). Studies suggest that EMNEs are more embedded
in home-country contexts and their FSAs are built upon the support or intervention
by home-country government compared with AMNEs (Rugman et al., 2014; Wei &
Nguyen, 2017). Embracing this insight, we integrate the institutional-based perspec-
tive to explain the I-P relationship of EMNEs. We systematically identify two com-
plementary aspects of home-government features: government quality from a static
aspect and government transformability from a changing aspect. In this vein, we
extend the application of the institutional-based perspective in IB research by adding a
holistic view of the role of home-country government in investigating the I-P relation-
ship of EMNEs. We suggest that home-government quality moderates the relationship
through affecting EMNEs’ FSAs development, while home-government transform-
ability influences EMNESs’ uncertainty-managing capability in foreign markets. Our
findings not only reaffirm the previous arguments of the impacts of government qual-
ity on EMNES’ internationalization but also shed light on the influence of the other
side of the coin. That is, the transformability of home governments also plays a role in
shaping the I-P relationship of EMNEs. Hence the multifaceted roles of the home gov-
ernment are revealed, which to an extent enriches the institutional-based perspective.

Third, although the past two decades have witnessed the rise of nationalism, its
impact on EMNESs has received surprisingly limited attention (Arikan & Shenkar,
2021; Contractor, 2021). This study fills the research gap and enriches the institu-
tional-based perspective by integrating nationalism as an important home-country
institutional factor affecting EMNEs. We suggest that EMNEs’ outward motives are
shaped by the nationalism sentiment, given these firms are more rooted in their home
countries (Balabanis et al., 2001; Druckman, 1994; Johnston, 2017). In addition, the
long-standing collectivist culture in many emerging countries leads to their firms
being more committed to fulfilling the national economic, sociocultural, and political
goals in internationalization (Bobowik et al., 2014; Druckman, 1994; Hofstede, 2001).
Therefore, by providing new signals to guide firms toward adopting new practices,
nationalism moderates the government’s impacts on the I-P relationship (Balabanis
et al., 2001). This study constructs a generalized nationalism variable and finds that
nationalism negatively moderates the impacts of home-country government’s impacts
on the I-P relationship. Our findings generate fresh insights into the EMNE literature
and enrich the institutional-based perspective by adding a new aspect home-country
institution (i.e., nationalism) into IB research. Moreover, we cater to the recent call
for answering how heightened nationalism affects EMNEs (Arikan & Shenkar, 2021;
Contractor, 2021; Zhang & He, 2014). Findings in this research also create challenges
and opportunities for future research to test how national sentiments shape the interna-
tional strategies of EMNEs, and MNE:s in general.

6.2 Managerial Implications

Our study also has managerial implications for emerging market policy makers and cor-
porate managers in charge of international business. The new evidence provided in this
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study suggests that not only does home-government quality affect EMNESs but also gov-
ernment transformability, which shapes EMNE internationalization and performance.
Hence we suggest emerging country governments spend more effort improving institu-
tional transparency, decision-making quality and policy sustainability (Wan & Hoskis-
son, 2003) in order to support their firms in developing FSAs and reducing liability
of origin in foreign markets. Governments should also develop innovative and flexible
political systems to connect with local society and global networks, thereby enabling
their firms address uncertain management capability and embed in new institutional
environments so as to reduce liability of foreignness (Li et al., 2018).

Our findings of the negative impacts of nationalism on EMNEs’ internationali-
zation draw attention to the importance of managing political risk in internation-
alization (Zhang & He, 2014). We suggest that government officials build up more
liberalized markets and minimize the impacts of nationalism in business. Decision-
makers of EMNEs should avoid using excessive protective practices but rather adopt
non-market strategies, such as corporate social responsibility actions, and enhance
interactions with host-country stakeholders (Marano et al., 2016; Wu et al., 2021).
They also need to adopt more flexible governance structures in order to adapt to
changing policy initiatives (Luo & Tung, 2007). By doing so, firms can enhance
their global legitimacy and alleviate the negative impacts of nationalism on their
international expansions and performance.

6.3 Limitations and Future Research

We acknowledge this study is subject to several limitations, which also suggest
future research directions. First, meta-analyses are inherently limited in indicating
causality, unless primary studies provide clear statements on the causal relation-
ship between variables and thereby allow making inferences (Bachrach et al., 2019;
Jeong & Harrison, 2017). This is also a common limitation indicated by other meta-
analyses (cf., Cao et al., 2018). To mitigate reverse causality concerns, we tested the
reverse causality issue by using a two-sample t-test and the result was insignificant
(t=0.609, p=0.543), indicating that reverse causality is not a concern. We suggest
future studies pay attention to potential causality concerns and use lagged interna-
tionalization variables to test the I-P relationship.

Second, although studies that examine the I-P relationship of born-global firms and
exporting SMEs are not included in this research, we find that some studies did not
specify the degree of internationalization by EMNEs, such as the foreign sales ratio
or the number of foreign subsidiaries. Hence the extent to which the sampled firms in
some studies can be counted as EMNEs by following the two criteria (i.e., a ratio of
foreign sales/total sales of 10%; minimum three foreign subsidiaries) is doubtful (Rug-
man et al., 2016; Wei & Nguyen, 2020). Future research should also clearly distinguish
domestic and foreign market performance of EMNEs, thus enabling us to justify the
marginal effects of internationalization performance (Nguyen, 2017).

Third, although we searched for articles relevant to internationalization of
EMNEs with our best endeavours, we failed to include all studies, especially
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unpublished articles or important studies published in other major languages. In line
with other meta-analyses (e.g., Cao et al., 2018; Fischer & Mansell, 2009; Jeong &
Harrison, 2017; King et al., 2004), the number of articles included in our study can
only be considered a large sample not the total population of studies on the I-P rela-
tionship of EMNE:s. In addition, our study is also limited in dealing with substitute
explanations and firm-level and country-level omitted variables. We cannot control
the host country’s characteristics, as most of the primary studies did not specify the
target countries of EMNEs. Without this information, we are unable to examine how
the sense of nationalism in host countries, both in emerging or developed countries,
affects the EMNE:s. This limitation is also found in previous meta-analyses in MNE
research (Bausch & Krist, 2007; Ding et al., 2021; Tang & Gudergan, 2018). Hence
we suggest future studies on this topic specify target countries and conduct primary
research to examine how home and host country nationalism affects EMNEs and
AMNE:s. Researchers can also consider within-EMNE differences in studying the
relationship. For example, consideration of EMNEs’ marketing expenses or distin-
guishing EMNESs from different cultural/ideological clusters may detect significantly
different degrees of I-P relationship (Wang et al., 2012).

Fourth, overlapping coding is a common limitation of the meta-analytic approach
(Jeong & Harrison, 2017). At study level, some studies in our sample adopted sur-
veys or interviews to measure EMNEs’ overall performance, which may simultane-
ously cover a firm’s financial performance, innovation or/and other performance. To
completely eliminate possible overlaps in coding, future meta-analytical research on
this topic should have a more comprehensive variable coding method — for example,
by contacting the authors of the collected studies and inviting them to explain how
they measured the variables used, so that sample studies can be coded into more
specific subgroups. Our study is also limited in further exploring linear and cur-
vilinear relationships, although these may exist. Because most primary studies did
not report the correlation between the square (or cube) term of internationalization
and performance, we can only assess the effect size of the relationship. Hence we
encourage future studies to test different types of curvilinear relationships using a
comprehensive EMNE dataset and diversified analytical methods.

7 Conclusion

Despite the widespread attention to the rise of EMNESs, the relationship between
internationalization and performance remains an under-addressed issue. This study
adopts a meta-analysis to fill the research gaps and provide fresh insights into the
EMNE literature. Based on a large body of available evidence, we find that overall
internationalization benefits EMNESs, and the existence of this positive relationship
is contingent upon firms’ home-country government and their sense of national-
ism. Our research explicates the home-country-bounded nature of EMNEs and adds
value to the institutional-based perspective by identifying the diverse home-country
government features and considering the influence of nationalism. We hope that the
novel findings in this study provide a stepping stone for future research in this topic.
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Appendix 3: Correlation matrix of the constructed variables

1-1 1-2 1-3 14
Government Quality
1-1 1
1-2 0.911** 1
1-3 0.814%* 0.806%* 1
14 0.293%%* 0.2827%%* 0.440%* 1
Government Transformability 2-1 2-2 2-3
2-1 1
2-2 0.877** 1
2-3 0.830%* 0.746%*
Generalized Nationalism 3-1 3-2 3-3 34 3-5
3-1 1
3-2 0.479%%*
3-3 0.561%* 0.953** 1
34 0.556%* 0.669** 0.728%* 1
3-5 0.545%* 0.137* 0.272%* 0.458%* 1

**_Correlation is significant at the 0.01 level; *. Correlation is significant at the 0.05 level

Appendix 4: Trim and Fill for Publication Bias Test

Filled funnel plot with pseudo 95% confidence limits

theta, filled

s.e. of: theta, filled

theta.filled means the effect size after trim and fill in the metaregression; s.e.theta is
the vector comprising standard errors of effect size estimates.
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