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Institutional Distance and the OFDI Entry Mode of Enterprise

Based on the Empirical Test of Chinese Manufacturing A—share Listed Companies

Liu Haiyun Fang Haiyan
(School of Economics, Huazhong University of Science and Technology, Wuhan 430074, China)

(Abstract] This paper uses the logit model to study the relationship of institutional distance and OFDI entry mode between
China and the host country in order to provide a reference for manufacturing multinational companies choosing the correct entry
mode. The study finds that there is an inverted U—shaped relationship between institutional distance and entry mode. When the in-
stitutional distance is near, multinational companies tend to M&A ; after reaching the critical point, they tend to invest in green—
fields. The influence mechanism of institutional distance differs significantly between different host countries and manufacturing sub—
industries. The political distance of OECD countries has a significant influence, while the economic distance of non—OECD coun-
tries has a greater effect. The political distance and economic distance of “Belt and Road” countries have a significant impact on
the entry mode, while the impact of institutional distance in non—“Belt and Road” countries is not significant. In the textile indus-
try, the institutional distance that affects the entry mode is mainly economic distance. For the resource processing industry, politi-
cal distance and cultural distance play a significant role, while just cultural distance affects in mechanical and electronic manufac-
turing industries.

( Key words]) manufacturing; institutional distance; OFDI entry mode; inverted U—shaped; the Belt and Road; logit model
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