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Abstract: In pursuit of green, low-carbon, and sustainable development, Belt and Road Initiative (BRI)
countries urgently require overseas investment in green projects. However, these investments face
significant geopolitical risk (GPR) challenges. This study thoroughly investigates how GPR influences
the foreign ownership decisions of Chinese enterprises investing in green projects in BRI countries.
It further examines the dual moderating effects of corporate green technology capability and host
green governance on this relationship. Empirical analysis was conducted using the fractional logit
model, analyzing green overseas investment data from Chinese listed companies spanning from
2013 to 2022. The findings revealed the following: (1) high GPR leads Chinese enterprises to opt
for low-ownership entry modes in their BRI green investments; (2) the negative impact of GPR on
foreign ownership decisions can be offset by improving enterprises’ green technology capability; and
(3) in BRI countries with advanced green governance, the negative impact of GPR on the foreign
ownership-level decisions of Chinese enterprises is mitigated, and the moderating effect of corporate
green technology capability is magnified. This study offers vital insights for multinational enterprises
(MNEs) formulating their foreign entry ownership strategies for green overseas investments based
on enterprise characteristics and host country conditions to effectively mitigate the impacts of GPR.
Similarly, it offers important implications for host countries on attracting more green investments by
enhancing their green governance levels to counteract GPR.

Keywords: GPR; green overseas investment; foreign ownership decision; BRI; corporate green
technology capability; host green governance

1. Introduction

In pursuit of green, low-carbon, and sustainable development, countries within the
Belt and Road Initiative (BRI) (detailed in the Appendix A) critically require overseas
investments in green projects to mitigate the global increase in CO2 emissions [1–4], which
contribute to climate change issues such as global warming, rising sea levels, species ex-
tinction, and extreme weather events [5]. These environmental challenges pose significant
threats to both the living environment and the economic growth of human society [6].
Notably, BRI countries account for 41% of global CO2 emissions [7], with most still cate-
gorized as emerging economies at the early stages of the Environmental Kuznets Curve
(EKC) [8,9]. These nations are characterized by substantial energy consumption, significant
carbon emissions, and delicate ecosystems, striving to balance economic growth with CO2
emission control [10]. Green overseas investment by multinational companies involves
undertaking projects in host nations that adhere to principles and goals such as energy
efficiency, emission reduction, and environmental pollution control [7,11]. These projects
often incorporate renewable energy sources like solar, wind, and hydropower, along with
initiatives that promote pollution prevention and ecological restoration [1–4]. The inflow
of high-quality green foreign investment can expedite the adoption of clean technologies
and sophisticated management systems, significantly reducing the CO2 emissions in BRI
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countries [2,3,12], refining their industrial structures, and playing a pivotal role in realizing
green, low-carbon development. A report by Tsinghua University Center for Finance and
Development, Vivid Economics, and the Climateworks Foundation (2019) suggests that
BRI countries would require an additional USD 12 trillion in green investment from 2016 to
2030 to comply with the Paris Agreement [13] (pp. 22–23).

However, geopolitical risk (GPR), often associated with investments in BRI countries,
presents a significant challenge [11]. GPR includes uncertainties stemming from political
extremism, war, terrorist attacks, and international political tensions [14,15]. Spanning three
continents—Europe, Asia, and Africa—the BRI covers nearly all crucial strategic hubs along
the route, with several countries located in what are referred to as the ‘fragmented zone’
and ‘contested zone’ of geopolitics [12,16], characterized by significant political instability
and conflicts. In the global context driven by geopolitical tensions and state interventions
motivated by national security and ideology [15,17], competition among major global polit-
ical forces further complicates the geopolitical environments of BRI countries [15]. Given
their substantial initial investments and long periods for construction and return, green
investment projects’ characteristics make multinational enterprises (MNEs) particularly
sensitive to GPR when making foreign entry decisions in BRI countries [18,19].

The increasing significance of GPR in shaping the international business landscape
has recently prompted researchers to integrate GPR into the analysis of MNEs’ overseas
investment decisions [17,20,21]. Studies emphasize the critical role of GPR in these con-
texts [22–27]. While most of these studies focus on location decisions, deciding whether
to invest and the scale of investment in specific host countries provide valuable insights.
However, it is essential to recognize that MNEs, when investing abroad, must not only
decide ‘which markets to enter’ but also ‘how to enter’ them, which involves choosing an
appropriate entry strategy. Despite its importance, this aspect of entry strategy receives
less attention in the existing literature.

Foreign entry ownership-level decisions have always been core issues in research
on MNEs’ overseas investment decision-making [28,29]. When entering a specific host
country market, equity-based foreign ownership strategies, which involve the level of
control and resource commitment in a host country, are critical [29–31]. These strategies are
pivotal for optimizing the long-term risk-adjusted efficiency of overseas operations and, to a
significant extent, determine the survival and subsequent operational performance of these
enterprises [32]. Extensive research has been conducted on how various risks, including
macroeconomic risks [33,34], institutional risks [31,35], exchange rate uncertainties [34],
and political instability [33,36], influence foreign ownership decisions. A key finding
from these studies is that in making decisions regarding the level of foreign ownership
in overseas investments, enterprises strive to minimize risks perceptions by balancing
investment flexibility with resource commitment [2,4,32]. However, there is a notable gap
in the literature concerning how these enterprises adjust their foreign equity ownership
levels in response to GPR in the host country.

This leads to the following critical question that needs to be investigated: In the face of
GPR in BRI countries, how do MNEs choose the appropriate equity ratio for green foreign
investment projects? We particularly focus on the roles of corporate green technology
capability and host country green governance in this process. These factors represent
the unique characteristics of firm-level and host-country-level sustainable development
capacities, respectively, and may significantly alter the impact of GPR on MNEs’ foreign
ownership decisions when investing in green overseas investment projects.

This study used green overseas investment events of Chinese listed companies in BRI
countries spanning from 2013 to 2022, utilizing the GPR index developed by Caldara and
Iacoviello [14] as a measurement indicator for exploring the relationship between GPR
and the ownership decisions concerning green overseas investments by MNEs. Collecting
information on geopolitical tensions, threats, and events through text analysis of newspaper
reports, Caldara and Iacoviello [14] constructed an adverse geopolitical event and related
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risk index [37]. This index measures the real-time perceptions of GPR among policymakers,
the media, and investors [22], offering a nuanced view of the geopolitical landscape.

Given the rising trend of green overseas investments by Chinese firms in BRI coun-
tries [1,38] and the availability of comprehensive and accurate data from listed companies,
our focus was on the green investment activities of these corporations. We utilized the
BvD (Bureau van Dijk, a provider of global financial and corporate information) global
cross-border investment database and annual reports of listed companies to gather data
on green overseas investment projects by these firms from 2013 to 2022, providing deep
insights into their foreign equity ownership levels.

Empirical testing was conducted using fractional logit regression models. Our results
indicate that higher GPR is associated with a preference for lower levels of equity own-
ership in green investments. As the green technology capability of Chinese enterprises
improves, their inclination towards low-ownership entry decisions in response to GPR in
host countries significantly diminishes. Moreover, in BRI countries with advanced green
governance levels, the negative effects of GPR on foreign ownership decisions weaken, and
the moderating effect of corporate green technology capability is enhanced.

This study contributes to the existing body of knowledge in three primary ways.

(1) It pioneers the integration of the GPR index developed by Caldara and Iacoviello [14]
with green investment data from Chinese listed companies operating in BRI nations,
offering a novel perspective on the correlation between GPR and the foreign ownership
decisions of MNEs. The entry of green overseas investment projects facilitates the
transfer of advanced clean production methods to host businesses, encouraging
polluting enterprises to innovate and reduce emissions—crucial for addressing global
carbon emissions and achieving sustainable development goals. However, due to high
sunk costs, these projects are particularly sensitive to GPR. While the existing research
primarily focuses on the relationship between GPR and the location choice of green
foreign investments, our study delves into how MNEs adjust the equity ownership
ratio of their green overseas investments in response to host GPR, aiming to fill this
research gap and enhance the understanding of foreign market entry strategies under
geopolitical uncertainty.

(2) By comprehensively considering the micro-level sustainable development capacity
of individual firms and the macro-level sustainable development capacity of host
countries, along with their interactions, this study provides rich insights into the
boundary conditions of GPR influencing MNEs’ foreign ownership decisions. We
examine how MNEs mitigate the negative impact of GPR when engaging in overseas
green investments by enhancing their green technology capability, a core competi-
tive advantage when making overseas green investments [1,11]. This represents the
first-order moderating effect of focusing on the influence of firm-level sustainable
development capacity. Furthermore, we explore the heterogeneous effects of GPR on
MNEs’ green foreign investment ownership decisions in host countries with differ-
ent levels of green governance. This constitutes the first-order moderating effect of
considering the heterogeneity in host-country-level sustainable development capacity.
Importantly, by investigating the heterogeneous variations in the moderating effects
of corporate green technology capability across host countries with different green
governance levels, we comprehensively examine the dual-layer moderating effects of
firm-level sustainable development capacity and host-country-level sustainable devel-
opment levels in the relationship between GPR and MNEs’ green foreign investment
ownership decisions.

(3) Our methodological approach distinguishes this research, focusing on foreign owner-
ship decisions using the equity share of overseas investment projects as a measure,
diverging from most of the existing literature that predominantly uses binary variables
of wholly owned or joint ventures. This focus provides a more detailed reflection of
MNEs’ decision-making processes when entering overseas markets under the threat



Sustainability 2024, 16, 5452 4 of 21

of GPR. In the empirical test, we employed the fractional logit model, which is adept
at handling percentage-dependent variables.

2. Research Hypothesis
2.1. GPR and Foreign Ownership Decisions of Chinese Enterprises

Macro-GPR in host countries is an extreme uncertainty triggered by geopolitical
factors deriving from a series of geopolitical conflicts at specific geographical locations.
Geopolitical conflict events vary, escalate rapidly in extreme times, and cause significant
long-term damage [37,39]. The threat of GPR is a significant concern for Chinese enterprises
when considering green overseas investments in BRI countries. Different entities, whether
national or non-state, vie for control over territories and resources in specific geographical
regions. Their aim is to maximize their power advantages, which could result in geopolitical
conflicts [40,41]. The BRI passes through Asia, Europe, and Africa, and several countries
along the route are located in the fragmented geopolitical zones and the contested zone
of geo-economics, long subjected to the influence of geopolitical strategies imposed by
major global powers. Even before the BRI was proposed, the route formed a unique and
far-reaching political, economic, and cultural map, gradually forming complex geopolitical
and economic interest patterns. As BRI green investment projects by Chinese enterprises
advance, they will inevitably touch on these historically formed geopolitical factors, which,
on the one hand, would create new historical opportunities and, on the other hand, could
trigger GPR because they touch the original geopolitical interest structure [42].

The higher the GPR, the more likely Chinese enterprises are to choose a lower equity
ownership stake in their BRI green overseas investments. Lower equity ownership levels
represent low resource commitment and a low-control mode of overseas investments [32],
providing flexibility in the face of GPR. Such flexibility is particularly important in green
investment projects characterized by large initial investments, lengthy construction pe-
riods, and delayed returns, such as wind, hydro, and solar energy projects. As initial
investments in these projects are typically irreversible and difficult to transfer, Chinese
enterprises conventionally prefer lower foreign ownership when confronted with highly
uncertain geopolitical environments. Entering the host market with a lower initial resource
commitment provides Chinese enterprises with a valuable real option advantage. If GPR
does not materialize, corporations could realize higher returns by adding subsequent in-
vestments, and if geopolitical conflicts erupt, these corporations could exit the market with
limited losses. As GPR increases, the value of this advantage and the likelihood of Chinese
enterprises choosing a low-equity ownership increase.

Moreover, potential geopolitical tensions not only significantly impact corporate opera-
tions in the short term, but the extreme unpredictability and ensuing fear during such times
can also erode the societal basis for business activities in host countries. GPR increases the
level of uncertainty in all aspects of business and routine life [15,39]. Under GPR’s sway, the
issues of information imbalance and collaboration risk between MNEs and local business
partners become more pronounced. At such times, choosing an overseas investment entry
mode that shares ownership with local enterprises could help Chinese enterprises to better
integrate with local knowledge and information networks. It is crucial for Chinese enter-
prises to gain a more comprehensive understanding of local information, predict future
trends in geopolitical conflicts, and adjust their business strategies accordingly.

When confronted with higher GPR in BRI countries, entering the host market with
a lower resource commitment is more valuable in terms of flexibility. Therefore, lower
equity ownership levels would more likely be chosen by Chinese enterprises for their green
overseas investments. Based on this assumption, we present the following hypothesis.

H1: The higher the GPR, the more likely Chinese enterprises are to choose lower ownership for their
BRI green investments.
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2.2. Moderating Effect of Corporate Green Technology Capability

Green technology capability denotes an enterprise’s aptitude for reducing pollution
emissions and augmenting energy efficiency [11]. This capability encompasses the knowl-
edge and technologies related to energy saving, pollution prevention, waste recycling,
green product design, and environmental management. This powerful corporate capability
can yield dual benefits when executed during core operations; it offers significant economic
gain while concurrently addressing associated environmental issues. Green technology
capability embodies the sustainable development capacity at the individual enterprise
level. Scarce, hard-to-imitate, and valuable technological capabilities have always been
considered crucial advantages for MNEs investing overseas and are important consid-
erations in choosing their market-entry strategies [31]. Numerous Chinese enterprises
have acquired extensive knowledge and experience in the green sector, amassing superior
green technology capability [1]. This capability stems from China’s ongoing progression in
energy transition and the adoption of green, low-carbon development principles, forming
the cornerstone of Chinese enterprises’ competitive advantage in making green overseas
investments in BRI countries.

As regards the GPR in BRI countries, the tendency of Chinese enterprises to choose
low equity ownership for green overseas investments significantly decreases along with
improvements in their own green technology capability. The reasons for this change are
the following.

First, technological embeddedness can serve as a barrier to GPR [22], reducing percep-
tions of uncertainty in the host environment. Clean technology and its international transfer
are significant factors in green and sustainable development. A heightened degree of green
technology capability indicates the commitment and ability of Chinese enterprises to facili-
tate the transformation and evolution of energy structures and development paradigms in
host countries by leveraging effective technology spillover effects [11]. When geopolitical
conflicts erupt and threaten business operations and other economic activities, BRI coun-
tries pursuing green development models are motivated to use their limited resources and
capabilities to prioritize the safety and prosperity of green-technology-intensive overseas
investment projects, thereby effectively reducing the level of risk exposure for Chinese
enterprises.

Second, a higher level of green technology capability implies higher learning and
innovation capabilities [11], enhancing the strategic flexibility of a corporation. Green
technology capability is an intangible and dynamic resource that helps firms identify,
absorb, and utilize more market information and resources from host countries and adjust
business strategies in a timely manner in the face of GPR shocks. Business strategies
include improving technology, adjusting product structures, and transferring production
lines. From the perspective of MNEs, intangible assets generated by technology can be
easily transferred across borders [22]. When an enterprise has higher flexibility, the value
advantage of real options under the low-ownership mode is relatively small.

Finally, green technology represents the core competitive advantage of internation-
alization for enterprises. In BRI countries where geopolitical conflicts occur frequently,
Chinese enterprises may be more inclined to maintain a higher level of equity ownership
to better protect their green technology from being copied or misused. Several studies
have shown that in terms of assets that are technology-intensive, MNEs tend to maintain a
higher degree of control over their overseas operations to reduce technology dispersion
and protect their intellectual property rights [31,32,35].

In conclusion, as green technology capability improves, the actual investment losses
faced by green overseas investment projects of Chinese enterprises under GPR shocks
decrease, the strategic flexibility of the firm increases, and a higher demand for control
over overseas operating projects arises, significantly reducing the tendency to choose a
low-ownership entry mode. Therefore, we propose the following hypothesis.
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H2: With the improvement in green technology capability, when facing GPR in host countries, the
tendency of Chinese enterprises to choose low ownership for their green overseas investments in BRI
countries decreases significantly.

2.3. Heterogeneous Impact of Host Green Governance

The concept of green governance has emerged as a response to escalating calls for
sustainable development. It aims to balance economic growth and environmental protection
while reconsidering humanity’s position in nature and the juxtaposition of economic
development and the environment [43]. The level of green governance is a critical reflection
of a nation’s capacity for sustainable development. A country’s green governance system
encompasses a broad array of stakeholders, including governments, businesses, social
groups, and the public. Governments play a leading role in green governance as the
primary policymakers. They leverage their political power and dominant standing to
create and execute green policies and establish institutional frameworks for sustainable
development [44,45]. Other key participants include businesses, non-governmental entities,
and the public. They contribute significantly to the protection and management of green
spaces by reallocating critical resources such as information, technology, and natural
resources [43].

Countries in Southeast Asia, South Asia, West Asia, North Africa, and other regions
along the BRI are largely developing nations. They are positioned at the left end of the EKC
and generally have weak economic, social, and environmental protection foundations. The
2022 Environmental Performance Index (EPI) Report suggested that the prospects for green
development in BRI countries were not promising [46]. While these nations contribute
to nearly one-third of the global GDP [47], they are also responsible for over one-third of
global CO2 emissions [48]. Despite their strategic need for green development, there is
significant disparity in the green governance level among these countries.

In BRI countries with varying green governance levels, the effects of GPR on the
green investment ownership decisions of Chinese enterprises and the moderating role of
corporate green technology capability can vary significantly.

2.3.1. Moderating Effect of Host Green Governance

The level of green governance in host countries can significantly affect the perceptions
of Chinese enterprises regarding the negative effects of GPR and, therefore, alter their
equity ownership decisions on BRI green overseas investments.

First, to some extent, the level of green governance reflects the institutional quality of
a country. Host institutional quality is crucial for investors when contending with potential
GPR shocks [49]. In the face of geopolitical strife, certain governments may feel the need
to adjust their policies, such as adopting nationalism or mercantilism. Nevertheless, an
efficient and superior institutional framework in the host country can be expected to
minimize policy instability caused by variable GPR by shielding policy formations from
geopolitical influences [22]. Moreover, swift and effective response measures can shelter the
private sector and promote conflict resolution processes, preventing further escalation or
recurrence of conflicts [22]. Therefore, robust institutional quality can mitigate the negative
effects of geopolitical tensions and help establish greater confidence among enterprises [37],
thereby encouraging more resource commitments and establishing a higher degree of
control.

Second, in host countries with a higher level of green governance, the government and
the public tend to readily accept and approve green investments from MNEs. A higher level
of green governance suggests that the country prioritizes environmental protection and
sustainable development. Governments provide support for green investments through
clear policies and regulations. Moreover, public recognition of the legitimacy of green in-
vestments by MNEs tends to be higher [43]. Increased legitimacy helps Chinese enterprises
to better embed themselves in local political and business networks, thereby gaining more
diverse local information and resource support. When local information and resources are
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readily available, the inclination of MNEs to choose an entry mode that shares ownership
with local enterprises decreases significantly.

In conclusion, in host countries with higher green governance levels, the overall
high institutional quality and greater recognition by the host government and society
of the legitimacy of green investments enhance opportunities for Chinese enterprises to
implement more resource commitments and establish higher control over green overseas
investment projects. Therefore, the propensity to choose a low-ownership mode is reduced
significantly. Accordingly, we propose the following hypothesis.

H3a: When facing GPR, the propensity of Chinese enterprises to choose a low-ownership entry mode
for green overseas investments is weaker in BRI countries with a higher level of green governance.

2.3.2. Influence of Host Green Governance on Moderating Effect of Corporate Green
Technology Capability

Based on theories of international relations and political economy, a country can easily
influence enterprises, whereas it is challenging for enterprises to influence a country. Conse-
quently, in BRI countries with varying levels of green governance, the moderating effect of
green technology capabilities on the relationship between GPR and the ownership decisions
of Chinese enterprises’ green overseas investments will exhibit significant differences.

In BRI countries with heightened green governance, Chinese companies possessing
advanced green technology capabilities will opt for substantial equity ownership as their
preferred mode of entry into overseas markets, regardless of high GPR. First, a high level of
green governance reflects the dedication of BRI countries’ governments towards sustainable
development. The creation and enforcement of green policies are strong, providing ample
institutional backing for the overseas transfer of green technology capabilities. Second,
increased green governance indicates that the public in BRI countries has a higher awareness
of the importance of environmental protection, which is conducive to the integration of
green overseas investment driven by high green technology capability into local information
and resource networks. Therefore, in host countries with a high level of green governance,
Chinese enterprises with advanced green technology are more inclined to choose a high
ownership mode. At this point, investing more resources and establishing higher control
can better leverage green technology capability, play to their core competitive advantages,
and achieve better business performance. In this regard, Ashraf et al. [7] emphasize that
good institutional support, such as the prohibition of expropriation and protection of
property rights, is key to attracting investment in environmentally friendly technologies
that can reduce CO2 emissions.

In contrast, if the host country has low green governance, even if enterprises possess
advanced green technology capability, they will still choose a low-ownership mode with
less resource commitment when facing high GPR. Therefore, we propose the following
hypothesis:

H3b: In host countries with a higher level of green governance, Chinese enterprises with advanced
green technology capability are less inclined to choose a low-ownership entry mode when facing a
high GPR.

The theoretical framework of this study is shown in Figure 1.
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Figure 1. The theoretical framework.

3. Data and Methodology
3.1. Data and Sample

Our sample included Chinese companies listed on the Shanghai and Shenzhen Stock
Exchanges that engaged in green investment activities in BRI countries from 2013 to 2022.
We adapted Du et al.’s [11] and Chang et al.’s [50] definition of green investments and
referred to the green industry guidance catalogue [51]. Green overseas investment in
our study refers to investment initiatives in host nations focusing on industries like clean
energy, ecological environment, energy conservation, environmental protection, green
infrastructure upgrades, and green services [11].

The specific process for constructing the sample was as follows:
Initially, we accumulated data on foreign investments by Chinese firms from the BvD

Orbis cross-border investment database. These data were then matched with the names of
the investment companies and stock codes from A-share listed companies on the Shanghai
and Shenzhen stock exchanges. Overseas event data pertaining to listed Chinese firms
were retained for further analysis.

Next, we sifted through the companies’ annual reports for details on their overseas
investments and business scope. This information was then compared with the overseas
business scope disclosed in the BvD database to pinpoint green foreign investment by
Chinese firms. In gathering data from the annual reports of listed firms, we compiled
details such as the investment year-end, host country, and equity ownership level of foreign
subsidiaries among other company data. We cross-referenced these data with relevant
investment event information in the BvD database to amend any missing or incorrect data.

Finally, during the data filtering process, we removed financial companies and firms
registered in Hong Kong, the British Virgin Islands, the Cayman Islands, Luxembourg, and
Bermuda. The final sample comprised data from 426 green foreign investment projects
executed by Chinese listed firms in 20 countries. These countries were Argentina, Chile,
Egypt, Hungary, Indonesia, Italy, South Korea, Malaysia, Peru, the Philippines, Poland,
Portugal, Russia, Saudi Arabia, Thailand, Tunisia, Turkey, Ukraine, Venezuela, and South
Africa.

3.2. Empirical Models and Variable Selection

To evaluate the hypotheses, the following empirical models are presented:

GEOijt = β0 + β1GPRjt + β2HGDjt + β3GPRjt × HGDjt + β4GTCit+
β5GPRjt × GTCit + β6GPRjt × GTCit × HGDjt + X′γ+ αi + µt + δj + εijt

(1)
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where i, j, and t represent firms, host countries, and time, respectively; β and γ are the
parameters to be estimated; α, µ, and δ represent the firms, host countries, and time-fixed
effects; and ε is a random disturbance term. GEO measures the foreign ownership decisions
using the percentage of equity ownership by Chinese parent companies in green overseas
investment projects in host countries, ranging from 10% to 100%. We only considered
investment projects with a level of ownership above 10%. When a multinational enterprise
enters a host country, the enterprise holds at least a 10% stake in the subsidiary to exercise
managerial control. Lower ownership levels could reflect speculative, short-term, or
portfolio motives. The 10% threshold has already been accepted by previous scholars [35,52].
A continuous variable for GEO captures more nuances than dichotomous variables, such
as the distinction between sole proprietorship and joint venture, or whole and partial
ownership, as typically used in previous research [53].

GPR represents geopolitical risk, measured using the GPR index developed by Caldara
and Iacoviello [14]. This index is based on an automated search of articles on geopolitical
tensions from 11 major international newspapers, including The New York Times, Financial
Times, and The Wall Street Journal, etc. [37]. The index constructs real-time measurements of
policymakers, media, and investor perceptions of GPR through text analyses [22]. Currently,
a monthly GPR index is available for 43 countries and is normalized to ensure comparability
across markets [11]. We measured the annual GPR using the average of the GPR index for
each of the 12 months in a year.

GTC represents the green technology capability of an enterprise. As the number
of green patents granted to enterprises reflects their green technology capabilities, we
considered this number and the logarithm of this measure [11,54,55]. The data were
derived from the Chinese Research Data Services Platform (CNRDS) [56].

SDG, the host green governance, is represented by a binary variable. If the host green
governance level was higher than the sample mean, it was assigned a value of 1; otherwise,
it was assigned a value of 0. Owing to the complexity of the host green governance
system, no unified measurement indicator exists at the national level. Considering that
the efforts of the host government and society in green governance are aimed at achieving
synergistic sustainable development in terms of economic, social, and environmental
aspects, this study constructed a measurement indicator for the host green development
level based on the 2023 Global Sustainable Development Report (GSDR) [57] (p. 3). The
Sustainable Development Goals (SDGs) provide a clear definition and precise measurement
of sustainable development. These SDGs comprise the following five spectrums: People,
Planet, Prosperity, Peace, and Partnership, and they include 17 subgoals. The Planet
spectrum is expressed through Goals 6 (Clean Water and Sanitation), 12 (Responsible
Consumption and Production), 13 (Climate Action), 14 (Life Below Water), and 15 (Life
on Land) [58]. These goals represent our response to the climate crisis by promoting
sustainable consumption and environmental protection efforts [37]. Our measurements of
the host green governance level were based on Subgoals 6, 12, 13, 14, and 15.

In the equation, X stands for the control variable. MNEs assess their foreign ownership
choices by considering a range of country and enterprise attributes. As such, we integrated
controls at both the country and enterprise levels to mitigate the influence of other potential
explanatory factors on our results. The variables related to enterprise characteristics
comprised the enterprise’s age (Age), denoted as the period from its founding year to
the investment year, and the enterprise’s size (Size), depicted by the logarithm of its total
assets, a whole number. The enterprise ownership type (Soe) is a binary variable; it is 1 for
state-owned enterprises and 0 otherwise. The firm’s financial risk (Frisk) was quantified
using the company’s equity multiplier. These data were retrieved from the Wind database
and the annual statements of the publicly traded companies.

The host country characteristics variable, the host market potential (HMP), is indicative
of the host country’s GDP growth rate for the current year. The geographical distance
(GD) was calculated as the logarithm of the straight-line distance between the host nation’s
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capital and Beijing, China’s capital. The requisite data were obtained from the World Bank
and CEPII databases. Table 1 presents the variables used in the regression analysis.

Table 1. Variable and data sources.

Variable Acronym Description Source

Green overseas investment
ownership decision GEO The initial proportion of equity investment in an

international operation
BvD Orbis database and firm
annual reports

Geopolitical risk GPR GPR Index Caldara and Iacoviello [14]

Green technology capability GTC Numbers of firm green patents CNRDS database

Host green governance SDG Equals 1 if the host SDG index is higher than the
sample mean, otherwise 0

United Nations Sustainable
Development Report

Firm age Age Count of the time from the year of firm
establishment to the year of investment

Wind database and firm
annual reports

Firm size Size The logarithm of firm total assets Wind database

Firm ownership nature Soe Equals 1 if the enterprise is a state-owned
enterprise, otherwise 0

Wind database and firm
annual reports

Firm financial risk Frisk The equity multiplier of the enterprise Wind database

Host market potential HMP Host country’s GDP growth rate Word Bank database

Geographic distance GD The logarithm of the linear distance between the
host capital and the capital of China, Beijing CEPII database

3.3. Econometric Approach

The dependent variable, GEO, is the percentage of equity ownership held by Chinese
companies in green overseas investment projects. For estimation, the proportional nature
and distribution of GEO must be considered. As an international business phenomenon,
GEO naturally spikes at approximately 50% and 100%. The 50% boundary defines whether
investors have majority, minority, or equal shares in foreign operations, and 100% indicates
full operational control. This makes the least squares estimate inefficient and the estimate
of marginal effects possibly biased. Tobit and fractional logit regressions are appropriate
models for proportional dependent variables [53]. We utilized fractional logit regression
because it relies on fewer assumptions and provides simpler data representation than the
Tobit model.

Additionally, we conducted a robustness test using Tobit regression as an alternative
method to examine the robustness of our findings. The regression analysis for this study
was generated using Stata 15.

4. Results
4.1. Descriptive Statistics

The descriptive results of the variables in Table 2 showed that the mean value of GEO
was 0.899, with a standard deviation of 0.231. The variation ranged from a minimum of 0.1
to a maximum of 1, indicating significant differences in the foreign ownership decisions of
Chinese listed companies regarding green investments in BRI countries.

For the explanatory variable, the average GPR value was 1.307, with a standard
deviation of 1.812. The variation range was [0, 13.27], suggesting variations in the GPR
among Chinese enterprises in different BRI countries. The remaining variables were within
reasonable ranges.

The results of the multicollinearity test for the model showed that the average value
of the variance inflation factor (VIF) for the selected variables was 1.79 (lower than the
traditional threshold of 6), with a maximum VIF of 2.69 (lower than the traditional threshold
of 10). Therefore, multicollinearity was disregarded.
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Table 2. Descriptive statistics.

Variable N Mean Sd Min Max VIF

GEO 426 0.899 0.231 0.1 1
GPR 426 1.307 1.812 0 13.27 1.57
GTC 426 11.990 12.140 0 66 1.42
SDG 426 0.673 0.527 0 1 1.95
Age 426 24.707 6.699 7 37 1.9
Size 426 9.660 1.159 7.34 14.283 1.96
Soe 426 0.109 0.391 0 1 1.6

Frisk 426 2.839 1.752 −22.545 4.974 1.15
HMP 426 2.014 2.514 −2.473 7.471 2.69
GD 426 8.794 0.549 6.864 9.720 1.87

4.2. Cross-Sectional Dependence (CD) Test

Before conducting panel data analysis, it is crucial to test for cross-sectional depen-
dence. We used two methods for this purpose: the Baltagi–Pinnoi LM test and the Pesaran
CD test [59,60]. As displayed in Table 3, the results indicate that both tests rejected the null
hypothesis of “no cross-sectional dependence” at the 1% significance level. Therefore, it
was imperative to account for the effects of cross-sectional dependence in the subsequent
empirical analysis.

Table 3. Results of cross-sectional dependence tests.

Test Statistics Prob.

Baltagi–Pinnoi LM test 460.262 *** 0.000
Pesaran CD test 9.352 *** 0.000

Note: Null hypothesis was that no cross-sectional dependence existed within the panel data. *** p < 0.01.

4.3. Analysis of Regression Results

Table 4 presents the results of the fractional logit analysis. Model 1 examined the
impact of GPR on the ownership level of green overseas investments (H1). Model 2 tested
the moderating effect of the firms’ green technological capabilities (H2). Models 3 and 4
investigated the moderating effects of the host countries’ green governance levels (H3a) and
the dual moderating effects (H3b), respectively. Models 5 and 6 were used to analyze the
influence of the firms on the project control rights. In Model 1, the coefficient of GPR was
negative and significant at the 1% level (β = −0.218, p < 0.01), suggesting that a higher host
GPR led Chinese enterprises to prefer a lower foreign ownership of their green investments
in BRI countries, thereby supporting H1.

An interaction term (GTC×GPR) was introduced in Model 2. The results showed that
the coefficient of GPR×GTC was significantly positive (β = 0.068, p < 0.05), indicating that
a higher green technology capability weakened the negative effect of GPR on the foreign
ownership decisions of Chinese enterprises. The moderating effect of green technology
capability is shown in Figure 2a; as the GTC increased, the negative effect of GPR on
investment was significantly alleviated. In other words, as the green technology capability
of enterprises improved, the inclination of Chinese enterprises to choose lower ownership
modes for their green overseas investments in BRI countries decreased significantly, even
in the face of high GPR. Therefore, H2 is supported. This research finding validates the first-
order moderating effect of firm-level sustainable development capacity in the relationship
between GPR and corporate green foreign investment ownership decisions, facilitated by
the attention to the moderating role of corporate green technology capability.
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Table 4. Fractional logit models result.

(1) (2)
(3) (4) (5) (6)

High SDG Low SDG Less than
50%

More than
50%

GPR −0.218 *** −0.187 * −0.105 −0.510 *** −0.322 *** −0.172 ***
(−2.66) (−1.81) (−0.25) (−4.15) (−2.68) (−3.25)

GPR×GTC 0.068 ** 0.065 *** −0.017 0.147 0.142 **
(2.15) (3.94) (−1.38) (0.75) (2.28)

GTC 0.046 0.317 *** −0.026 0.027 0.195 *
(0.87) (3.21) (−0.52) (1.33) (1.89)

Age 0.023 0.041 0.021 0.171 *** 0.004 0.048
(0.67) (1.20) (0.46) (3.38) (1.46) (1.38)

Size −0.054 −0.097 −0.999 ** −0.208 −0.008 0.053
(−0.33) (−0.56) (−1.98) (−0.85) (−0.58) (0.27)

Soe −1.801 *** −1.632 *** −3.485 *** −0.817 −0.231 *** −2.029 ***
(−3.76) (−3.26) (−4.53) (−1.01) (−5.50) (−3.77)

Frisk 0.041 0.052 0.077 −0.046 0.005 −0.011
(0.79) (1.00) (1.13) (−0.13) (0.84) (−0.12)

HMP −0.078 −0.152 * −0.131 0.096 −0.016 ** −0.158 *
(−1.05) (−1.72) (−0.78) (0.77) (−2.38) (−1.73)

GD −0.977 *** −1.211 *** −1.054 −0.517 −0.102 *** −1.257 **
(−3.01) (−2.82) (−1.01) (−1.13) (−3.30) (−2.49)

_cons 11.464 *** 13.729 *** 22.133 *** 5.102 13.075 *** 11.631 **
(3.91) (3.39) (2.75) (1.09) (3.78) (2.53)

FE Yes Yes Yes Yes Yes Yes
N 426 426 268 158 169 257

pseudo R2 0.106 0.117 0.211 0.191 0.112 0.129
Note: t statistics in parentheses; * p < 0.1, ** p < 0.05, *** p < 0.01.

Models 3 and 4 present the subsample regression results based on the level of green
governance of the host country. Compared with the subsample with a lower green gover-
nance level (Model 4), in the subsample with a higher green governance level (Model 3),
the negative impact of GPR on the foreign ownership decisions of Chinese enterprises in
BRI countries was no longer significant (the coefficient of GPR was only significant and
negative in Model 4). In other words, in host countries with higher green governance
levels, Chinese enterprises were less inclined to choose lower ownership modes for green
overseas investments in response to the GPR. Therefore, H3a is supported. This research
finding validates the first-order moderating effect of the host-country-level sustainable
development capacity in the relationship between GPR and corporate green foreign invest-
ment ownership decisions, mediated by the heterogeneous impact of host country green
governance levels.

Compared with the subsample with a lower green governance level (Model 4), in the
subsample with higher green governance levels (Model 3), the moderating effect of green
technology capability on the relationship between GPR and the ownership decisions of
Chinese enterprises was more significant. The coefficient of the GPR×GTC term was only
significant and positive in Model 3, whereas in Model 4, the coefficient of the GPR×GTC
term was negative and insignificant. The moderating effect of green technology capability
is shown in Figure 2b,c. Figure 2c also shows that the firms’ green technology capability
even played a negative role. In other words, in host countries with higher green governance
levels, Chinese enterprises with high green technology capability had a weaker inclination
to choose lower ownership modes in the face of high GPR. Conversely, in host countries
with lower green governance levels, Chinese enterprises with high green technology ca-
pability were more likely to choose lower ownership modes in response to high GPR.
Therefore, H3b is supported. This research finding confirms the dual-layer moderating
effects of firm-level sustainable development capacity and host-country-level sustainable
development capacity in the relationship between GPR and corporate green foreign invest-
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ment ownership decisions. This validation was achieved through an examination of the
constraining impact of host green governance on the moderating role of corporate green
technology capability.

1 
 

 
(a) (b) 

 
(c) 

 
Figure 2. (a) The moderating role of GTC on the marginal effects of GPR; (b) the moderating role
of GTC on the marginal effects of GPR in countries with higher green governance levels; (c) the
moderating role of GTC on the marginal effects of GPR in countries with lower green governance
levels.

4.4. Endogeneity Discussion and Robustness Tests
4.4.1. Endogeneity Discussion

We attempted to overcome potential endogeneity issues by following two approaches.
First, regarding the relationship between GPR and the foreign ownership decisions by
Chinese enterprises for green overseas investments, we aimed to address potential endo-
geneity problems caused by self-selection bias or sample selection bias using Heckman’s
two-stage models. In the first stage, we used a Probit model to examine the influence of
GPR on whether Chinese enterprises would engage in green overseas investments (Green).
We expanded our sample to include all Chinese listed companies conducting overseas in-
vestments in the BRI countries. If they chose to engage in green overseas investments, they
were assigned a value of 1; otherwise, they were assigned a value of 0. In the second stage,
we included the inverse Mills ratio (IMR) obtained from the first-stage Probit regression
in Equation (1) and examined the impact of GPR on the foreign ownership decisions of
Chinese enterprises. The results of Model 2 (Table 5) showed that even after incorporating
the IMR, the coefficient of GPR remained significantly negative (β = −0.023, p < 0.05). This
result indicated that after controlling for potential endogeneity issues caused by sample
self-selection bias, GPR still had a significant negative effect on the foreign ownership
decisions of Chinese enterprises in BRI countries.
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Table 5. Endogeneity discussion: Heckman’s two-stage and Iv-2sls tests.

(1) (2) (3) (4)

Heckman Iv−2SLS

First Stage Second Stage First Stage Second Stage

Green GPR

GPR −0.031 *** −0.023 ** −0.073 **
(−3.57) (−2.12) (−2.17)

IMR −0.244 ***
(−4.62)

IV−Average 1.081 ***
(4.25)

Age −0.045 0.069 * −0.053 * 0.067 *
(−1.29) (1.88) (1.82) (1.83)

Size 0.117 *** −0.284 ** 0.048 −0.041 **
(6.43) (−2.02) (0.70) (−2.23)

Soe −0.800 *** 1.654 * 0.012 −0.024
(−10.49) (1.69) (0.06) (−0.70)

Frisk 0.000 0.007 −0.019 0.006
(0.25) (1.11) (−0.70) (0.98)

HMP −0.131 *** 0.293 * 0.034 −0.005
(−10.51) (1.89) (1.13) (−0.66)

GD 0.083 * −0.262 ** −0.606 *** −0.056 *
(1.78) (−2.50) (−5.06) (−1.92)

_cons −8.558 ** 2.841 *** 10.102 ** 1.213 ***
(−2.22) (6.31) (2.32) (22.29)

FE Yes Yes Yes Yes
N 8262 426 293 293

pseudo R2 0.126 0.131 0.731 0.247
Note: t statistics in parentheses; * p < 0.1, ** p < 0.05, *** p < 0.01.

Second, following the methodology presented by Shen et al. [61], we tackled the poten-
tial endogeneity problem using an instrumental variable two-stage least squares estimation
(IV-2SLS) method. This was carried out considering the interconnected GPR environments
globally, utilizing the mean GPR index value of nations excluding the host country as an
instrumental variable (IV2-AGPR) to encapsulate GPR [61]. Our findings indicated no
correlation between IV2-AGPR and the foreign ownership decisions of Chinese firms in
a specific host country, thereby fulfilling the exogeneity criteria of a fitting instrumental
variable. Model 3 in Table 5 depicts the initial regression result of IV-2SLS, suggesting a
positive correlation between IV2-AGPR and GPR at the 1% significance level, reinforcing
the relevance of a suitable instrumental variable. The F-value in the Cragg–Donald test
was 94.18, surpassing the critical threshold of 10, suggesting that IV2-AGPR did not raise
weak identification concerns. Model 4 represents the second-stage regression outcome for
IV2-AGPR, illustrating a negative correlation between GPR and GEO at the 5% significance
level, aligning with H1. The regression outcomes obtained employing the IV-2SLS method
verified that the negative impact of GPR on the foreign ownership decisions of Chinese
firms remained significantly negative even after taking potential endogeneity issues into
account, thereby affirming the resilience of the fundamental findings of our investigation.

4.4.2. Robustness Tests

We aimed to ascertain the dependability of our conclusions by exploring their robust-
ness using different econometric models and an essential variable measurement index.
Initially, we replaced the fractional logit models with Tobit models. The empirically de-
termined results of the Tobit model, as displayed in Table 6, were akin to those in Table 4,
thereby affirming the robustness of our findings.
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Table 6. Robustness test for using Tobit regression.

(1) (2)
(3) (4)

High SDG Low SDG

GPR −0.024 *** −0.021 ** 0.004 −0.047 ***
(−2.97) (−2.58) (0.23) (−4.20)

GPR×GTC −0.005 *** −0.017 *** −0.006
(−3.35) (−3.03) (−1.13)

GTC 0.003 0.015 ** −0.003
(0.77) (2.24) (−0.58)

Age 0.002 0.004 0.002 0.014 ***
(0.97) (1.52) (0.53) (3.44)

Size −0.011 −0.012 −0.048 −0.036 *
(−0.78) (−0.78) (−1.51) (−1.79)

Soe −0.244 *** −0.229 *** −0.412 *** −0.049
(−5.84) (−5.45) (−7.42) (−0.84)

Frisk 0.005 0.005 0.006 0.008
(0.80) (0.83) (0.91) (0.30)

HMP −0.010 −0.016 ** −0.005 0.006
(−1.64) (−2.43) (−0.45) (0.53)

GD −0.090 *** −0.102 *** −0.015 −0.036
(−2.96) (−3.31) (−0.20) (−0.82)

_cons 1.806 *** 1.899 *** 1.878 *** 1.486 **
(6.37) (6.65) (6.60) (2.39)

FE Yes Yes Yes Yes
N 426 426 268 158

pseudo R2 −0.648 −0.703 −0.697 −1.099
Note: t statistics are in parentheses; * p < 0.1, ** p < 0.05, *** p < 0.01.

Subsequently, we conducted another robustness examination by estimating replication
using a binary dependent variable for ownership, where 1 denoted complete ownership and
0 signified shared ownership. Following earlier studies, we used a 95% equity threshold to
differentiate between wholly owned subsidiaries and joint ventures [36]. For the binary
dependent variable, logit regression models were employed. As evidenced in Table 7, the
results were in line with those in Table 4 when using a binary dependent variable. The
signs and statistical significance levels of all coefficients remained comparable, reinforcing
the consistency of our findings.

Table 7. Robustness test for using logit regression.

(1) (2)
(3) (4)

High SDG Low SDG

GPR −0.183 ** −0.182 ** −0.586 −0.529 **
(−2.41) (−2.48) (−1.28) (−2.36)

GPR×GTC 0.010 *** −0.312 * −0.047 *
(3.18) (−1.93) (−0.89)

GTC −0.039 0.233 −0.057
(−0.66) (1.36) (−0.75)

Age 0.034 0.047 0.084 0.143 **
(1.01) (1.35) (1.20) (2.06)

Size 0.020 0.090 −0.621 0.038
(0.11) (0.44) (−0.72) (0.12)

Soe −2.116 *** −2.062 *** −4.683 *** −1.581 *
(−4.00) (−3.82) (−3.92) (−1.73)

Frisk −0.017 −0.011 −0.146 −0.230
(−0.18) (−0.12) (−0.43) (−0.55)

HMP −0.097 −0.152 * −0.249 0.047
(−1.16) (−1.67) (−0.78) (0.28)

GD −1.097 ** −1.258 ** −2.984 −0.855
(−2.27) (−2.50) (−1.46) (−1.22)

_cons 10.534 ** 11.435 ** 34.932 ** 5.685
(2.37) (2.49) (2.17) (0.79)
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Table 7. Cont.

(1) (2)
(3) (4)

High SDG Low SDG

FE Yes Yes Yes Yes
N 426 426 268 158

pseudo R2 0.115 0.125 0.250 0.201

Note: t statistics in parentheses; * p < 0.1, ** p < 0.05, *** p < 0.01.

5. Discussion

Although GPR can negatively affect green investments, MNEs continue to increase
their investments in such sustainable development projects because of the significant
market opportunities. This research provides an important reference for guiding MNEs in
deciding on overseas green investments and selecting appropriate ownership proportions,
particularly in environments with high GPR. First, it is crucial for enterprises to fully
recognize and assess the level of GPR that green overseas investments may encounter in
host countries when choosing investment entry modes. Second, there should be a focus
on nurturing and enhancing the green technology capabilities of enterprises to enhance
their strategic flexibility in the presence of GPR. Finally, it underscores the need for host
countries to enhance their green governance to attract more green investment and promote
sustainable development in the drive for global green development.

This is the first systematic exploration of the relationship between GPR and foreign
ownership decisions by MNEs on green overseas investments. A similar study was con-
ducted by Bussy and Zheng [22]. Both studies emphasize the effect of GPR on overseas
investment decisions. However, Bussy and Zheng [22] focused on FDI location decisions
and relied primarily on national-level data for their analysis. Building on the construction
of a unique micro-level sample of green investments by Chinese listed companies, we
explored how MNEs adjusted their foreign ownership decisions when they perceived GPR
threats. Similar to location decisions, ownership decisions for overseas market entry are
core issues in the study of overseas investment decisions by MNEs. Moreover, we focused
on the choice of ownership entry mode for green overseas investments by MNEs, which
provides important insights into mitigating the negative effects of the GPR and drives the
flow of green overseas investments to achieve global sustainable development.

In our exploration of the effects of GPR on green overseas investment ownership
choices by MNEs, we also considered the moderating influence of the firms’ green technol-
ogy capability. Green technology capability embodies the sustainable development capacity
at the individual enterprise level. Being a potent strategy to achieve economic benefits
while addressing environmental concerns, green technology capability and its international
diffusion aid in minimizing pollution and optimizing resource usage. This is particularly
applicable to BRI nations striving for low-carbon transformations via industrial shifts,
enhanced energy conservation and efficiency, and technological modifications [3,10,31].
The spread of green technology triggered by superior overseas investment initiatives is
vital for their economic viability and environmental sustainability. Within this framework,
our findings validate that for MNEs partaking in green overseas investments, possessing a
high green technology capability can form their core competitive edge. This, in turn, assists
businesses in retaining significant foreign ownership in host countries with high GPR.

The level of green governance in host countries plays a pivotal role in the relationship
between GPR and MNEs’ ownership decisions regarding green overseas investments.
The green governance level is a critical reflection of a nation’s capacity for sustainable
development. Host green governance plays a crucial role in the correlation between GPR
and the ownership decisions of MNEs regarding green overseas investments. Both in
the study of GPR and sustainable environmental development, the importance of the
institutional environment at the country level is underlined [33,37,49]. In the ongoing
debate between the “pollution haven” and the “pollution halo” hypotheses concerning the
relationship between foreign direct investment and the environment, scholars unanimously
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agree that the quality of a country’s institutions plays a key role in whether the inflow
of overseas investment can bring environmentally friendly advanced technology, thereby
helping the country achieve green and low-carbon development [9,37]. Green governance
reflects the quality of host institutional design in terms of the environment as well as
an indication of the public’s active participation in sustainable development. However,
there is no systematic research on how the level of green governance affects the ownership
decision of MNEs’ green overseas investment in host countries with high GPR. Our study
not only confirms that a higher level of host green governance can mitigate the adverse
effects of GPR on MNEs’ green overseas investments but also identifies the significant
constraining role of host green governance on the portability of corporate green technology
capability within the host country. Given the expanding consensus on the global demand
for sustainability practices, our findings hold implications for all countries, particularly
those in the developing world, to enhance their green governance to attract more green
overseas investments and boost green and sustainable development.

Corporate green technology capability and the green governance levels of host coun-
tries are both related to ESG. For companies, ESG performance, as a proactive corporate
social responsibility strategy, is a component of maintaining or enhancing organizational
resilience in global operations [62]. This can effectively mitigate the negative impact of
geopolitical risk on overseas investments. Firstly, positive ESG performance, especially
in environmental and social responsibility, not only reduces regulatory pressure and the
likelihood of violations in the host country but also helps companies obtain key external
resources such as government subsidies and preferential tax rates, thus enhancing their
ability to withstand GPR shocks. Secondly, good internal governance can increase opera-
tional flexibility, giving companies a significant competitive advantage in the market. The
green governance level of the host country not only directly affects the environmental
and social responsibility performance of companies in that country but also indirectly
enhances the overall ESG performance of companies by improving the transferability of
green technology. A high level of green governance in the host country implies stricter
requirements and enforcement from the government and regulatory agencies regarding
environmental protection and social responsibility. This prompts companies to improve
their ESG performance to gain the trust and support of government and regulatory bodies,
thereby increasing their competitiveness and operational resilience in the global market.

6. Conclusions

The surge in CO2 emissions over recent decades has raised severe climate and ecologi-
cal issues, with BRI countries being significant contributors. To achieve a green economic
transition and sustainable development, there is a growing demand for green investments
in these countries. However, high GPR poses severe threats to the green overseas invest-
ments of MNEs. Thus, it is crucial to investigate how MNEs adjust their ownership levels
based on host GPR when entering BRI countries for green investments.

This study examined the impact of GPR on the ownership decisions of Chinese
enterprises in green overseas investments in BRI countries, considering the moderating
role of their green technology capabilities and the host countries’ green governance levels.
Using data from Chinese listed companies’ green overseas investment projects in BRI
countries from 2013 to 2020, we constructed a comprehensive dataset to empirically test
our hypotheses with fractional logit regression models.

Our results indicate that higher GPR leads Chinese enterprises to prefer entry modes
with lower equity ownership in BRI countries. However, enterprises with strong green
technology capabilities are less likely to choose low-ownership entry modes under high
GPR, as their green technology offers a competitive advantage, particularly in BRI countries
with higher green governance levels. These countries’ superior institutional quality and
commitment to green governance alleviate the adverse effects of GPR, instilling confidence
in enterprises to make greater resource commitments and maintain higher control over their
investments. Furthermore, the degree of green governance in host countries influences the
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transferability and practicality of firms’ green technology capability within these countries.
In BRI countries with higher green governance levels, where government policies are
relatively stable and the negative effect of the GPR is lower, enterprises are more willing
to engage in high-ownership investments to maintain control over overseas investment
projects and better leverage their green technology advantages.

The findings demonstrated that MNEs should consider both their green technology
capabilities and the host country’s green governance level when facing high GPR in BRI
countries. This approach allows for more comprehensive and informed foreign investments
decisions, aligning with the increasing environmental awareness and geopolitical instability
in the global business environment.

This study has several limitations that provide possibilities for further research. First,
we focused on the initial market-entry strategies of MNEs in green investments, but future
research could explore the impact of different ownership entry modes on the performance
of green investments under GPR. Second, the analysis was limited to listed companies.
Future research could extend to small- and medium-sized enterprises, which are more
susceptible to GPR effects and may exhibit different entry mode dynamics.
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Appendix A. Presentation on the Belt and Road Initiative (BRI)

The BRI was proposed in 2013. The “Belt” refers to the “Silk Road Economic Belt”,
and the “Road” refers to the “21st Century Maritime Silk Road”.

The geographic range of the “Silk Road Economic Belt” is approximately 34◦ N–56◦

N, 4◦ E–109◦ E, entirely located in the Northern and Eastern Hemispheres, spanning Asia
and Europe, extending westward to the Atlantic Ocean, eastward to the Pacific Ocean, and
southward to the Mediterranean Sea. The “Silk Road Economic Belt” also passes through
the southern parts of the Caspian Sea and Black Sea.

The “21st Century Maritime Silk Road” covers a geographic range of approximately
6◦ S–45.5◦ N, 12◦ E–121◦ E. Asia, Africa, and Europe are connected by the “21st Century
Maritime Silk Road” through water bodies.

Therefore, the geographic range of the BRI is approximately 6◦ S–56◦ N, 4◦ E–121◦ E,
primarily distributed in the Northern and Eastern Hemispheres, involving the continents
of Asia, Africa, and Europe, as well as the Pacific Ocean, Indian Ocean, and Atlantic Ocean.

As of 1 April 2024, China has signed BRI cooperation documents with 159 coun-
tries [63].

Asia: Afghanistan, United Arab Emirates, Oman, Azerbaijan, Pakistan, Palestine,
Bahrain, Timor-Leste, Philippines, Georgia, Kazakhstan, South Korea, Kyrgyzstan, Cambo-
dia, Qatar, Kuwait, Laos, Lebanon, Maldives, Malaysia, Mongolia, Bangladesh, Myanmar,
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Nepal, Saudi Arabia, Sri Lanka, Tajikistan, Thailand, Turkey, Turkmenistan, Brunei, Uzbek-
istan, Singapore, Syria, Armenia, Yemen, Iraq, Iran, Indonesia, Jordan, Vietnam.

Africa: Algeria, Egypt, Ethiopia, Angola, Benin, Botswana, Burkina Faso, Burundi,
Equatorial Guinea, Togo, Eritrea, Cape Verde, Gambia, Republic of Congo, Democratic
Republic of Congo, Djibouti, Guinea, Guinea-Bissau, Ghana, Gabon, Zimbabwe, Cameroon,
Comoros, Ivory Coast, Kenya, Lesotho, Liberia, Libya, Rwanda, Madagascar, Malawi, Mali,
Mauritania, Morocco, Mozambique, Namibia, South Africa, South Sudan, Niger, Nigeria,
Sierra Leone, Senegal, Seychelles, São Tomé and Príncipe, Sudan, Somalia, Tanzania,
Tunisia, Uganda, Zambia, Chad, Central African Republic.

Europe: Albania, Estonia, Austria, Belarus, Bulgaria, North Macedonia, Bosnia and
Herzegovina, Poland, Russia, Montenegro, Czech Republic, Croatia, Latvia, Lithuania,
Luxembourg, Romania, Malta, Moldova, Portugal, Serbia, Cyprus, Slovakia, Slovenia,
Ukraine, Greece, Hungary, Italy.

North America: Antigua and Barbuda, Barbados, Panama, Dominican Republic,
Dominica, Grenada, Costa Rica, Cuba, Honduras, Nicaragua, El Salvador, Trinidad and
Tobago, Jamaica.

South America: Argentina, Peru, Bolivia, Ecuador, Guyana, Suriname, Venezuela,
Uruguay, Chile.

Oceania: Papua New Guinea, Fiji, Kiribati, Cook Islands, Federated States of Microne-
sia, Nauru, Niue, Samoa, Solomon Islands, Tonga, Vanuatu, New Zealand.
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