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Abstract 
The choice of entry mode, especially the choice between sole proprietorship 
and joint venture, is one of the important strategic decisions for multinational 
corporations to make foreign direct investment. Although there have been a 
large number of empirical studies on the relationship between entry mode 
and enterprise performance, the existing studies have not reached a more 
consistent conclusion on the relationship between them and the influencing 
factors affecting the relationship between them. This paper selects 58 inde-
pendent empirical studies, and uses the Meta-analysis method to integrate the 
empirical results, and obtains the comprehensive results that the equity entry 
mode has a significant impact on corporate performance. At the same time, 
the study also found that the relationship between equity entry mode and en-
terprise performance is affected by the degree of development of the source 
country and host country, enterprise size and other factors. 
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1. Introduction 

Under the tide of economic globalization, more and more enterprises go to the 
international market and compete in a larger market range. The share of foreign 
investment in global FDI by developing economies has reached an all-time high 
of 66 percent as a result of the sharp decline in foreign investment absorbed by 
developed countries, according to a report released by the United Nations Trade 
and Development Organization in October 2018. Half of the world’s top 10 for-
eign capital inflows are destined for developing economies. Thus it can be seen 
that the global outbound investment has changed dramatically, and the devel-
oping countries have occupied a very important position as the host country of 
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enterprises’ outbound investment.  
In the process of enterprise internationalization, enterprises will face the choice 

of entry mode. Entry mode is the cornerstone of multinational corporations’ mar-
ket entry strategy. In the face of the complex and changeable foreign investment 
environment, the rationality and effectiveness of the entry mode of overseas in-
vestment market will directly affect the performance of enterprises. Whether it 
adopts the new green space of the host country or the direct acquisition of the 
host country enterprise, or through the wholly owned hierarchical governance 
model or the joint venture mixed governance model, There are great differences 
in the resources, technology, manpower and risks that enterprises need to invest 
after making the choice of entry mode, so it will have different effects on the 
performance of multinational enterprises. In addition to the internal factors of 
the enterprise that will affect the performance of multinational enterprises, ex-
ternal factors such as the economic environment of the host country will also 
have an impact on the performance of overseas investment of multinational en-
terprises. Therefore, there is a contingency relationship between the entry mode 
of overseas investment market and the level of enterprise performance. What 
kind of entry mode enterprises adopt will have a vital impact on the success of 
enterprises, so that Wind and Perlmutter (1977) define entry mode as the fron-
tier issue of international marketing [1]. Foreign direct investment is one of the 
important means for enterprises to enter the international market. 

Many scholars at home and abroad have studied the relationship between en-
try mode and business performance, but many studies are based on different 
theories and from different perspectives. Therefore, the conclusions of the rela-
tionship between the two are not consistent, even if some studies use the same 
theory to explain, the conclusions may be inconsistent, or even the opposite. At 
the same time, the research literature on the entry mode and performance of 
overseas investment market is rich, which meets the objective conditions for 
meta-analysis. Therefore, this paper plans to use the method of meta-analysis to 
study. Not only the subjectivity of qualitative literature research can be avoided, 
but also the overall estimated results can be obtained through the quantitative 
integration of the existing research results, and the sources of differences be-
tween different literature research results can be found. Therefore, this study it-
self has important theoretical innovation significance. 

2. Theoretical Summary and Hypothesis 
2.1. The Relationship between Equity Entry Mode and Enterprise  

Performance 

The entry mode of enterprises’ foreign investment is an important research field. 
Stopford and wells (1972) is considered to be an early scholar to study this issue. 
They summarized several entry modes of enterprise internationalization choice, 
but did not analyze and explain the theoretical basis of this choice [2]. The early 
scholars’ theoretical research on the entry mode of cross-border investment mar-
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ket is mostly based on the theory of overseas direct investment, the main research 
object is the developed countries, and the developing countries are less involved, 
forming a series of representative theories. Before the 1990s, the monopoly ad-
vantage theory of Hymer (1960), the internalization theory of Buckley and Cas-
son (1976) [3] and the international production compromise theory of Dunning 
(1977) [4] were the most representative. The theory of monopoly advantage em-
phasizes that the decisive factor affecting the international expansion behavior of 
enterprises is monopoly advantage, and puts forward for the first time that the 
overseas investment market should take the market imperfect competition as the 
starting point, that is, only the market is in an imperfect state. Only then can the 
enterprise carry on the marginal expansion by virtue of its own monopoly ad-
vantage. The essence of internalization theory is the expansion of enterprise man-
agement and control based on ownership. It mainly focuses on the transaction 
costs of enterprises operating in overseas markets, and believes that the incom-
pleteness of market information in the host country and the uncertainty of in-
termediate product prices will make enterprises bear higher transaction costs. As 
a result, multinationals can internalize transactions to reduce costs and improve 
corporate profitability. The theory of international production compromise syn-
thesizes the theoretical achievements of its predecessors, and holds that the en-
terprise’s international direct investment is determined by three basic factors: own-
ership advantage, internalization advantage and location advantage, and a more 
complete explanation and analysis of the motivation, direction and location choice 
of overseas investment. 

The early research on the choice of entry mode of overseas investment market 
tends to the perspective of transaction cost. Transaction cost theory shows that 
under the condition of imperfect competitive market, enterprises will try to mi-
nimize costs and maximize benefits in the process of internationalization. In the 
early stage, the people who really began to apply the transaction cost theory to 
the choice of entry mode were Anderson and Gatignon (1986) [5], who took the 
transaction cost as the main research object. On this basis, this paper constructs 
the analysis framework of the entry mode of enterprises’ overseas investment 
market, and focuses on the circumstances under which multinational enterprises 
can choose which strategic model to maximize the rate of return on investment. 
In the real sense, the theory of transaction cost is put forward by Willianmson 
(1975, 1985) [6] [7]. He points out that there is a positive correlation between the 
specificity of assets and the uncertainty of transaction and the degree of control 
of the entry mode of overseas investment market. That is, the higher the degree 
of specificity of assets, the more uncertain factors in trading, the more easily the 
agency problem of enterprises is affected, and the phenomenon of “hitchhiking” 
will become more and more serious. Therefore, enterprises are more inclined to 
choose a highly controlled mode of entry into overseas investment. 

After the 1990s, the environmental uncertainty faced by multinational corpo-
rations is increasing day by day. From the perspective of transaction cost, we pay 
too much attention to the negative impact of opportunism and internal and ex-
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ternal uncertainty. However, it does not take into account the opportunity cost 
of entering the overseas investment market and the choice of entry mode, and 
neglects the value creation potential of overseas investment under uncertain con-
ditions. Therefore, Kogut (1991) [8] and other scholars have introduced the real 
option theory, which is suitable for solving the problem of strategic investment 
under uncertain conditions, and gradually developed into a real option perspec-
tive. From this perspective, the strategic adaptability of multinational enterprises 
under uncertain conditions is increasingly becoming the key to the construction 
of sustainable competitiveness, and the overseas investment market behavior of 
enterprises is essentially a collection of strategic choice rights. Its strategic flex-
ibility and effective management in different real option combinations is the 
source of its competitiveness. 

With the development of economic globalization and information technology, 
the breadth and depth of enterprise internationalization continue to improve, 
and the complex uncertainty caused by multiple institutional environment has a 
more and more important impact on the choice of overseas investment entry 
mode. Based on different theoretical bases and research assumptions, the related 
research has gradually formed three theoretical perspectives: institutional avoid-
ance theory, institutional adaptation theory and institutional synergy evolution 
theory. The representative scholars of institutional avoidance theory are Hir-
schman (1970) [9] and Meyer (2001) [10]. This perspective holds that in the face 
of the “weak institutional environment” of the host country’s lack of credit, un-
stable policies, regulation and imperfect laws, multinational enterprises take into 
account the inefficiency of the market and high transaction costs, or choose not 
to enter, shrink and exit strategies. The theory of institutional adaptation mainly 
follows the research ideas of Rosenzweig (1991) and others, and uses “institu-
tional distance” to explain the influence of the pressure of “imitation isomor-
phism” of the host country’s system on the entry mode of overseas investment 
market [11]. 

At present, due to the limitations of theoretical basis and research perspective, 
there are competitive academic viewpoints and contradictory research results. 
The traditional transaction cost theory pays too much attention to the adverse 
effects of transaction cost and “opportunism” on the market expansion efficien-
cy of multinational corporations with monopoly advantages. From the perspec-
tive of real options, it emphasizes the effect of the choice of entry mode on the 
long-term value creation of enterprises’ overseas investment market under the 
condition of environmental uncertainty. From the perspective of institutional 
basis, this paper grasps the important coordinating role of institutional envi-
ronment on the decision-making and behavior of enterprises entering the over-
seas investment market. However, no matter which theoretical perspective it is 
based on, scholars believe that entry mode will have an impact on enterprise 
performance. Through the summary of the existing research theories, we put 
forward some research hypotheses:  
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Hypothesis 1: equity entry mode is beneficial to improve enterprise perfor-
mance. 

2.2. The Regulating Factors of Equity Entry Mode and Enterprise  
Performance 

Performance measurement can be divided into two categories: objective mea-
surement and subjective measurement. Among them, the objective measurement 
indicators mainly include profit margin, return on assets, sales growth rate and 
other financial indicators, as well as the number of patent applications, the 
number of employees and other non-financial indicators; The subjective mea-
surement indicators mainly include the performance satisfaction of the senior 
management of the company to the subsidiary and so on. The source of objec-
tive index is clear and relatively accurate, while the subjective index is the per-
ceived performance evaluation of senior managers. Compared with objective 
performance, subjective measurement is more random. But at the same time, it 
may also be able to reflect some objective ways cannot observe the performance. 
Therefore, we speculate that the relationship between equity entry mode and 
corporate performance may be affected by the way of performance measure-
ment. 

In the early research on entry mode and enterprise performance, most of 
them take the enterprises of the United States, Japan, Europe and other devel-
oped countries as the main research object. In recent years, with the develop-
ment of emerging economies, China, Central and Eastern Europe and other 
“emerging economies” have gradually become the main research areas. This is 
not only because of the huge differences in the social environment between de-
veloping and developed countries, but also because of the nearly half and increa-
singly important position of developing countries in absorbing global outward 
investment. Therefore, in this study, the source countries of sample enterprises 
are classified into two methods: one is to divide the source countries of sample 
enterprises into developed and developing countries; the other is to divide the 
source countries of enterprises into emerging economies and non-emerging 
economies. 

Comparing the two entry modes of sole proprietorship and joint venture, 
there are many differences in the impact on the operation and management of 
the company. Woodcock and Beamish (1994) found that the performance of en-
terprises that choose new governance mode of greenfield to enter the host coun-
try market is better than that of enterprises that choose joint venture and other 
mixed governance mode, while the performance of enterprises that use joint 
venture mixed governance mode to enter the host country market is higher than 
that of enterprises that use acquisition entry mode to invest in overseas markets 
[12]. Pan, Li and Tse (1991) also believe that the entry mode of joint venture is 
higher than the operating performance brought about by acquisition [13]. Li and 
Guisinger (1991) takes the failure rate as the proxy variable of performance, the 
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results show that the failure rate of newly-built sole proprietorship is the lowest, 
M & A is the highest, and there is no significant difference in the failure rate of 
joint ventures [14]. Nitsch et al. (1996)’s research on Japanese foreign direct in-
vestment in Europe shows that the performance of newly-built sole proprietor-
ship is better than that of joint venture, and the performance of joint venture is 
better than that of cross-border mergers and acquisitions [15]. Through empirical 
analysis, Zahra, Ireland and Hitt (2000) concluded that the adoption of high-control 
overseas investment market entry mode to enter the host country market has a 
significant positive effect on transnational performance [16]. Brouthers and George 
(2004) proposed that there is a discretionary relationship between overseas in-
vestment market entry mode and transnational performance [17]. From the 
perspective of transaction cost, in the case of newly-built sole proprietorship, the 
enterprise usually replicates its successful behavior in a foreign market, and the 
enterprise usually has suitable resources and assets, so the cost caused by re-
source demand is relatively small (Woodcock et al., 1994). Under the conditions 
of a joint venture, the costs of the joint venture include finding a suitable joint 
venture partner, losing sole control over the company’s core resources (Kim and 
Hwang, 1992 [18], Kogut and Zander, 1993 [19]), and integrating the assets with 
the partner’s assets, at the same time, the assets should be coordinated with the 
objectives and strategies of the joint venture. Therefore, the cost of a joint ven-
ture is higher than that of a sole proprietorship. From the perspective of man-
agement control, the cost of operation and management of a joint venture is 
higher than that of a wholly-owned enterprise because of the shared ownership, 
whether from the perspective of the initial negotiation on the right of control or 
in the later stage of business management (Beamish and Banks, 1987 [20]; Kill-
ing, 1983 [21]). In order to manage effectively, the joint venture must take a cer-
tain period of time to establish an appropriate management system, and requires 
the attention of the management of both sides. On the contrary, the newly-built 
sole proprietorship enterprise makes it have full control from the establishment 
to cancellation of the enterprise (Hill et al., 1990), which can also avoid the con-
flict of interests or mode of operation of both parties, and the performance 
should be relatively good [22]. Transaction cost theory and internalization theory 
believe that joint venture is an effective way to organize overseas markets, be-
cause it helps to solve the opportunism and uncertainty (Bearnish & Banks, 
1987) caused by international operation. Some scholars believe that having a 
cooperative investor in the host country is actually a mechanism, which helps to 
reduce the risk of institutional conflicts between overseas subsidiaries and the 
host government, and also helps to eliminate outsider disadvantages (Zaheer, 
1995) [23]. However, Vanhonacker (1997) believes that the sole proprietorship en-
terprise does not need to negotiate with the partner, so the establishment speed 
of the sole proprietorship enterprise is faster than that of the joint venture, at the 
same time, the sole proprietorship enterprise does not need extensive technical 
guidance, and the sole proprietorship enterprise gives foreign investors the au-
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thority to establish, manage and protect production processes and processes to 
achieve cost savings [24].  

Therefore, we believe that different ownership structure may affect the rela-
tionship between entry mode and performance. 

The environment of the host country is one of the factors that must be consi-
dered when enterprises invest abroad. Therefore, the degree of development of 
the host country often directly affects the decision-making of enterprises’ foreign 
investment. Different levels of development in host countries often bring differ-
ent opportunities or challenges to entrants. Compared with developed countries, 
although emerging economies have drawbacks such as incomplete systems and 
large economic fluctuations, However, the rapid growth of outward investment 
in emerging economies, the strong intention to develop the capacity of local 
multinational enterprises, and the active participation of home governments in 
supporting outbound investment by local enterprises and creating an environ-
ment conducive to the inflow of foreign capital. All of these may bring develop-
ment opportunities to the entrants. Over the past decade, emerging economies 
have become the top ten high-frequency keywords in model research. Therefore, 
this paper divides the types of host countries into emerging economies and non- 
emerging economies.  

Hypothesis 2: performance measurement, source country type of sample en-
terprise, ownership structure and host country type can adjust the relationship 
between entry mode and enterprise performance. 

3. Method 

Comprehensive and systematic collection of relevant research literature is the 
basis to ensure high quality meta-analysis. What we collect is the research lite-
rature written in English, but not the Chinese research literature, mainly because 
the sample countries and regions in the English literature cover a wide range of 
countries and regions.  

We ensure the systematicness and accuracy of document retrieval through the 
following four channels: first, In Cambridge Journals online, Elsevier SDOL, 
Emerald, JSTOR, Springer Link, EBSCO, Wiley-Blackwell and other databases, 
“entry mode”, “joint venture”, “Performance”, “WOS” were used as keywords 
for literature retrieval. Second, the international authoritative management jour-
nals or journals with a large number of published articles are specially searched, 
such as Academy of Management Journal, Strategic Management Journal, Jour-
nal of International Business Studies and so on. Third, it carries on the special 
retrieval to the scholars who have been engaged in the research of dual ability for 
a long time to find the articles that accord with the topic; fourth, track the refer-
ences of the comprehensive or empirical research articles to see if there are any 
omissions in the literature.  

After rigorous screening, we obtained 97 effect values from 60 independent 
samples from 58 studies published between 1997 and 2018. 
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4. Result 
4.1. Results of Heterogeneity Test and Meta Integration 

When the heterogeneity included in the study is evaluated by Q test and statis-
tics, if p > 0.1 and ≤50%, it shows that there is no obvious heterogeneity in the 
sample effect value, so the fixed effect model should be adopted. On the con-
trary, the random effect model should be adopted. In this study, 97 effect values 
were included for analysis, because p < 0.1, so the random effect model was used. 
Through the integration of the effect values, the results are as follows: 

The weighted average effect value of uncorrected reliability is −0.03 (95% CI: 
−0.057 - −0.001), and the weighted average effect value of reliability correction is 
−0.003 (95% CI: −0.026 - −0.020). It shows that there is a weak negative correla-
tion between entry mode and performance, and it is statistically significant. 
This result shows that the equity entry mode has a weak negative impact on 
enterprise performance. Multinational corporations save costs by choosing entry 
mode, which may have a negative impact on the market share and employee sa-
tisfaction of their subsidiaries. This further demonstrates the weakness of trans-
action cost theory, that is, focusing on cost minimization rather than value 
maximization (zhao et al., 2004) [25]. At the same time, the equity entry mode 
has more resources than the non-equity entry mode, and the enterprise income 
may not completely cover the enterprise input in the short term, so there is a 
negative correlation between the equity entry mode and the enterprise perfor-
mance. 

4.2. Publication of Bias Assessment Results 

There is evidence that statistically significant studies are more likely to be pub-
lished, while some studies that do not have significant statistical results are re-
duced to “drawer files”. This tendency leads to the use of published analysis to 
distort the true effect. Especially when the sample size of the study is small 
(Hedges, 1984) [26]. At present, the most commonly used bias detection me-
thods are inverted funnel diagram method and insecurity factor method, but 
both of them cannot quantitatively detect publication bias. Beg method and Eg-
ger rule can be used to quantify the bias. In this paper, the classical Egger me-
thod and Begg method are used to test. The P value of Begg test was 0.545 > 0.05, 
indicating that there was no obvious publication bias, while the P value of Egger 
test was 0.917 > 0.05, which also suggested that there was no obvious publication 
bias. 

4.3. Regulation Effect Analysis 

In this paper, we do not add the classification variable of the host country in 
model 1. In model 2, we add whether the host country is a classification variable 
of emerging economies. The results are shown in Table 1. 

Comparing the results, we can find that the type of performance measurement 
in model 1 and model 2 has no significant effect on the relationship between equity  
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Table 1. Meta-regression results of equity entry mode and enterprise performance. 

Table head 
Correlation-based calculation 

Model 1 Model 2 

Performance measurement 
0.030 

(0.354) 
0.033 

(0.299) 

Country of origin  
(Emerging economies or not) 

−0.251** 
(0.003) 

−0.229** 
(0.006) 

Country of origin  
(Developed or not) 

−0.268** 
(0.009) 

−0.251* 
(0.013) 

Ownership structure 
−0.072 
(0.070) 

−0.081* 
(0.038) 

Host country type  
−0.067* 
(0.035) 

Constant 
0.271* 
(0.019) 

0.286* 
(0.011) 

Variance 2.38* 2.75* 

Adj R2 24.78% 32.52% 

 
entry mode and enterprise performance. This shows that although the objective 
measurement of performance is relatively accurate, subjective measurement of 
performance has a certain randomness, but no matter which performance mea-
surement method is used will not affect the relationship between equity entry 
mode and enterprise performance. 

Whether the country of origin of the sample enterprise is an emerging econ-
omy or not has a significant negative regulatory effect on the relationship be-
tween equity entry mode and enterprise performance. The possible reason for 
this result is that, despite the rapid growth of outward investment in emerging 
economies, the capacity development intentions of local multinationals are strong. 
However, this strong development motivation may promote the blind expansion 
of enterprises, which is not conducive to the improvement of enterprise perfor-
mance and even the risk of investment failure. On the other hand, the home 
country government, as an emerging economy, is actively involved in supporting 
the outbound investment of local enterprises, but the support of the home coun-
try government may not be conducive to the adaptation and survival of enter-
prises in foreign markets. Therefore, it may not be conducive to the performance 
of OFDI enterprises. 

Whether the country of origin of the sample enterprise is a developed country 
or not also has a significant negative regulatory effect on the relationship be-
tween equity entry mode and enterprise performance. This shows that having a 
good home country foundation does not ensure that enterprises can achieve better 
performance in the international market. It may even affect the performance of 
enterprises because of the great differences between the economic and institutional 
environment of the host country and the environment of the home country. 

Without considering the type of host country, the impact of ownership struc-
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ture on the relationship between entry mode and enterprise performance is 
not significant, but whether the host country is a classified variable of emerg-
ing economies, Ownership structure has a significant negative impact on the 
relationship between entry mode and enterprise performance. This may be be-
cause the rapid economic development of emerging economies has led to rapid 
changes in its system, culture and other aspects of society. The rapidly changing 
external environment has brought many uncertain factors and risks to the sur-
vival and development of enterprises. At the same time, many emerging econo-
my countries still have the problem of imperfect laws and systems. Therefore, 
when an enterprise enters an emerging economy, if it chooses the sole proprie-
torship entry mode, the risk of excessive concentration may have a bad impact 
on the enterprise performance, while the joint venture entry mode can enable 
the entering enterprise to share the risk with its partners. The joint venture model 
also helps to reduce the risk of institutional conflicts between overseas subsidi-
aries and host governments and to eliminate the disadvantage of outsiders (Za-
heer, 1995). 

5. Conclusion and Enlightenment 
5.1. Conclusion 

This paper systematically codes 58 empirical literatures on the relationship be-
tween entry mode and enterprise performance from 1997 to 2018. By using the 
method of meta-analysis, this paper makes a systematic analysis of the relation-
ship between equity entry mode and enterprise performance and the factors that 
may affect the relationship between them, and draws the following main conclu-
sions: in general, there is a significant negative correlation between equity entry 
mode and enterprise performance. Compared with the non-equity entry mode, 
the equity entry mode invests more resources, and the enterprise performance 
may not be able to cover the resources invested in the short term. At the same 
time, some enterprises choose foreign direct investment, often in order to seek 
the long-term survival and success of enterprises, so the maximization of profits 
in the short term may not be the main goal of enterprises. Although the conclu-
sion of the integration analysis is that there is a significant negative correlation 
between the equity entry mode and the performance, the heterogeneity test results 
in the integration analysis are significant, indicating that there is still obvious 
heterogeneity. That is to say, there are important regulatory variables that form 
the difference between equity entry mode and performance. Therefore, this pa-
per further makes a meta-regression analysis of the regulatory variables which 
may affect the relationship between the two. From the results of meta-regression 
analysis, we can draw the following conclusions: the relationship between entry 
mode and performance is regulated by the source country type, ownership 
structure, company size and host country type of the sample enterprise. These 
factors have a significant negative impact on the relationship between equity en-
try mode and enterprise performance. 
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5.2. Limitation 

We mainly analyze the overall effect of entry mode on enterprise performance. 
Although in the process of analysis, this paper follows the previous practice and 
selects the relevant empirical research from the first-class journals. However, 
this does not completely rule out the possibility that there may be some highly 
relevant and important theoretical research in journals other than these journals. 
At the same time, this paper is based on the existing empirical research is mainly 
based on the ownership of the entry model, other entry models based on fran-
chise or license management may also be related to enterprise performance. 
However, it is not discussed in this study, which can become a direction of fu-
ture research. 
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