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ABSTRACT
This study examines the effect of foreign ownership and the presence of a board of directors on commitment to environmental 
issues and export intensity. Based on a robust path analysis of 181 international new ventures spanning 25 European countries, 
it is found that foreign ownership significantly boosts the environmental commitment and exports of this breed of firms. On 
the contrary, board of directors bears no relationship with the aforementioned outcomes. Theoretically, this paper expands the 
international entrepreneurship discourse by uncommonly investigating environmental issues in the context of international new 
ventures. Practically, insights are offered to owners/managers of international new ventures to reflect on the distinctive value of 
foreign ownership and board of directors in their environmental and internationalization agenda. Regional policymakers' atten-
tion is drawn to the contribution of foreign ownership as a harbinger of environmental performance and greater export intensity.

1   |   Introduction

In the last three decades, international new ventures (INVs) 
have generated a stream of research in the entrepreneurship and 
international business domain (Romanello and Chiarvesio 2019; 
Oviatt and McDougall 2005; Prashantham and Young 2011; Kusi 
et al. 2021; Ochie et al. 2022; Clark and Pidduck 2023). INVs are 
defined as “business organizations that, from inception, seeks 
to derive significant competitive advantage from the use of re-
sources and the sale of outputs in multiple countries” (Oviatt 
and McDougall 1994). They (INVs) internationalize their value 
chains from infancy, and this distinguishes them from multina-
tional corporations (MNCs) and mature small and medium en-
terprises (SMEs) (Oviatt and McDougall 2005, 31; Prashantham 
and Young 2011). The surge of INVs in both developed and 
developing economies has been precipitated by increasing lib-
eralization and deregulation, and accelerated by technologi-
cal advances such as the internet (Buccieri et al. 2021). This 

is evident in the ICT sectors of India and the United Kingdom 
(Puthusserry, Khan, and Rodgers  2018), as well as among 
Canadian early exporters (OECD 2009). Notwithstanding, there 
remains a gap in our understanding of how corporate gover-
nance (CG) impacts on these firms' commitment to environmen-
tal issues (CEI) and environmental ethos. Recent studies in this 
field such as Albitar, Al- Shaer, and Liu (2023), Góes et al. (2023), 
and Song et al. (2023) have scarcely isolated INVs as a unique 
unit of analysis, nor have they exclusively examined the impact 
of foreign ownership and board of directors on the environmen-
tal commitment— export intensity nexus.

Furthermore, pro- environmental policies have been increas-
ingly recognized as a proxy of good management (Waddock 
and Graves  1997; Heim, Vigneau, and Kalyuzhnova  2023), 
and exports signal the foreign market opportunities ex-
ploited by INVs in their infancy (Filatotchev, Stephan, and 
Jindra 2008; Deligianni 2023). Stakeholders' growing interest in 
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environmental issues requires scholarly attention to gauge the 
effect of CG in firms' sustainability- related strategies and/or per-
formance in global business (Bae et al. 2018; Naciti 2019). Rather 
than a loss- making activity, there is now evidence that firms' 
CEI represents a “virtuous trade- off” that simultaneously be-
gets financial and environmental rewards (Haddoud, Onjewu, 
and Nowiński  2021). This is because the uptake of green ini-
tiatives avails opportunities to conserve monetary and material 
resources in the process of value creation (Onjewu et al. 2023; 
Onjewu, Walton, and Koliousis 2023).

By definition, CG underscores the mechanisms by which a 
firm is directed and controlled (Strange et al. 2009). The CG 
architecture determines, therefore, the dynamics of power and 
influence over decision- making within the firm (Aguilera, 
Marano, and Haxhi  2019; Li, Terjesen, and Umans  2020). 
Whereas the literature on CG in MNCs is relatively devel-
oped (Bhaumik et al.  2019), there is limited research on the 
applicability of CG mechanisms to INVs. In addition, the CG 
discourse still resides primarily in the domain of mature en-
terprises particularly within the international business con-
text. Furthermore, despite palpable interest in CG within 
entrepreneurial firms, prior inquiries have mostly been lim-
ited to board of directors to the exclusion of other mechanisms 
(Li, Terjesen, and Umans  2020). To this end, there is seem-
ingly a shortage of studies examining broader aspects of CG in 
INVs (Gerschewski et al. 2018).

Therefore, to advance the literature on INVs, the purpose of 
this paper is to isolate two CG mechanisms, that is, the role of 
foreign owners and the board of directors, and interrogate their 
impact on two pertinent outcomes: (1) INVs' CEI and (2) INVs' 
export intensity. Additionally, the analysis examines the effect 
of INVs' environmental commitment on their export intensity. 
While these relationships have previously been examined in the 
context of multinational enterprises (Ellimäki et al. 2023) and 
business groups (Wang, Heugens, and Wijen 2023), the context 
and therefore the behavior and outcomes of INVs may differ. 
Also, owing to the difficulty in identifying INVs, previous stud-
ies have relied on smaller samples and an inductive approach. 
Although there is some heterogeneity in the definition of early 
and rapidly internationalizing firms (Gerschewski et al. 2018), 
this study embraces Madsen's  (2013) definition of INVs as 
firms that commence exporting within 3 years of inception. 
Based on this description, 181 cases of INVs spread across 25 
European countries were identified to examine the correlations 
in this study.

Overall, this paper represents one of the first empirical efforts 
to fathom the influence of CG mechanisms on environmental 
commitment and internationalization outcomes among INVs. 
Although studies discussing firms' CEI have considered vari-
ous types of firms (e.g., new and small enterprises in Djupdal 
and Westhead 2015; family business in Haddoud, Onjewu, and 
Nowiński 2021), this discourse is still new in the INV corpus. 
Thus, theoretically, this paper offers a novel consideration of 
environmental issues in the context of INV. For analysis, it is 
based on a sample of selected European countries, the majority 
of which are emerging markets as stressed by Romanello and 
Chiarvesio  (2019) as an important line of inquiry to interro-
gate. Moreover, as studies on INVs are mostly qualitative, the 

deductive evidence from this study's robust path analysis offers 
more generalizable findings.

The rest of this paper is structured as follows. In the next sec-
tion, the theoretical foundation of the research is explained lead-
ing to the development of hypotheses. In the sections that follow, 
the methodology and analytical approach of the paper are de-
scribed. Next, the findings are discussed before theoretical and 
practical implications are outlined in the conclusion.

2   |   Theoretical Background and Hypotheses

The parallels between foreign ownership and the presence of 
a board of directors have long been examined, albeit to predict 
outcomes unrelated to environmental commitment and export 
intensity. In their study of quoted firms in Japan, Ahmed and 
Iwasaki (2021) determined that foreign ownership was signifi-
cantly and positively associated with the appointment of inde-
pendent directors as well as an increase in firm value. Similarly, 
in Malaysia, Peck- Ling, Nai- Chiek, and Chee- Seong (2016) in-
vestigated the influence of foreign ownership and board of di-
rectors on profitability. They revealed that the antecedents bore 
no significant relationship with firms' return on equity. Thus, 
it is opportune to conceptualize and interrogate these relation-
ships in the estimation of environmental commitment and ex-
port intensity.

As intimated in Haddoud et al.'s (2021) systematic review, much 
of the prior discourse on firm internationalization has aimed to 
discern whether productive firms become successful exporters 
or, conversely, exporting activities improve firms' performance 
(Baldwin and Gu  2003; Bernard and Jensen  1999). In other 
words, the extent to which exporting is a cause or consequence of 
firm productivity has, so far, yielded equivocal answers (Girma, 
Greenaway, and Kneller 2004). Strong arguments for the direction 
of causality either way has led to scholars' continued contempla-
tion of a twofold premise that firms' export performance is enabled 
either by their (1) self- selection or (2) learning- by- doing aptitude 
(Ranjan and Raychaudhuri 2011; Zhou 2021). To define these the-
ses, self- selection is the idea that exporting firms internationalize 
by virtue of being more productive than their non- exporting coun-
terparts (Wagner 2007). This is explained by their (exporting firms) 
greater ability to absorb the financial and nonfinancial sunk costs 
inherent in internationalization activities (Girma, Greenaway, and 
Kneller 2004). Studies predicated on the self- selection view anchor 
their thinking on the argument that self- selection is more likely 
to occur first (Haddoud, Onjewu, and Nowiński  2021; Onjewu, 
Hussain, and Haddoud 2022). In contrast, the learning- by- doing 
perspective holds that internationalization arises from firms' 
application of knowledge accrued incrementally about foreign 
markets and export protocols (Fernandes and Isgut  2015). This 
manifests through a dynamic exposure to networks and infor-
mation that boost firms' innovation and efficiency capacity (Silva, 
Afonso, and Africano 2012). Proponents of this perspective con-
tend that, particularly in low- cost and technologically lagging 
industries, piecemeal knowledge spillovers are a key ingredient 
for export activity (Fafchamps, El Hamine, and Zeufack  2008; 
Salomon and Jin 2008). Nonetheless, claims that self- selection and 
learning- by- doing are a mutually inclusive occurrence abound. 
Works including Bravo- Ortega, Benavente, and González  (2014) 
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and Rehman  (2017) have advanced a notion of simultaneity in 
the mechanism by which firms are stimulated to export both by a 
pre- entry (self- selection) and a post- entry (learning- by- doing) dis-
position. The current theorization subscribes to this latter perspec-
tive of self- selection and learning- by- doing working in concert. 
This stance is taken on account of INVs being fast- track export-
ers, therefore they are more likely to leverage on productivity and 
knowledge acquisition in sync.

Underpinned by the foregoing, hypothesis development is now 
commenced.

2.1   |   Foreign Ownership and CEI

As an indicator, foreign ownership reflects the percentage of eq-
uity held by international shareholders (Maury and Pajuste 2002). 
There is already a substantial body of work associating this 
attribute with environmental concerns (e.g., Wan Abdullah, 
Ghazali, and Buniamin  2012; Haladu and Salim  2016; Saini 
and Singhania  2019), although Nakamura, Takahashi, and 
Vertinsky (2001) were circumspect that foreign owners may only 
be acceding to environmental responsibility pressures exerted by 
government and civil society. This is because “foreign owners may, 
on the one hand, be less willing to contribute to the social welfare 
of the country and thus less inclined to invest in environmental 
protection above the level required by regulation. On the other 
hand, it is possible that foreign owners must secure goodwill from 
regulatory authorities in host countries to prevent discrimination” 
(Nakamura, Takahashi, and Vertinsky 2001, 30). Indeed, a contin-
gent of scholars previously argued that firms' CEI was a profitless 
endeavor that merely increased costs and hampered performance 
(Cordeiro and Sarkis  1997; Palmer, Oates, and Portney  1995). 
These claims were subsequently challenged by evidence emerging 
from a new faction showing that environmental commitment was 
profitable, increased firm value and generated goodwill (Mezias, 
Pant, and Abzug  2020; Ouvrard, Jasimuddin, and Spiga  2020; 
Xiang et al. 2021). Hence, Haddoud, Onjewu, and Nowiński (2021) 
affirmed CEI as a proactive rather than reactive indicator that 
tracks the presence of environmental initiatives in firms' planning 
processes. It manifests through written and unwritten procedures 
for dealing with firm waste, emissions, product life cycle and en-
vironmental quality management (Yang, Jiang, and Zhao 2019). 
Critically, environmental commitment shapes firms' attitude 
toward ecological challenges and how they develop resources to 
drive financial and nonfinancial performance (Gardberg and 
Fombrun  2006). Relatedly, in the context of multinational en-
terprises (MNEs), Ellimäki et al.  (2023, 910) show that “foreign 
institutional owners have a positive effect on their investees' envi-
ronmental performance.” Yet, to this point, there is a shortage of 
research examining the link between foreign ownership and CEI 
in the context of INVs. To address this impasse, a first hypothesis 
is proposed for testing:

H1. Foreign ownership is associated with INVs' higher CEI.

2.2   |   Board of Directors and CEI

In addition to foreign ownership, the presence of a board of di-
rectors has also been contemplated as an antecedent to firms' 

environmental orientation (Kaczmarek and Nyuur  2016; 
Wan Abdullah, Ghazali, and Buniamin  2012). From the out-
set, O'Neill, Saunders, and McCarthy  (1989) believed that the 
firm's attitude toward the environment was largely depen-
dent on the outlook of the board of directors. All things being 
equal, as powerful and high interest stakeholders, directors 
ensure that management conducts the affairs of the firm eth-
ically and in accordance with owners' interests (Li, Pike, and 
Haniffa 2008). In addition, in their governing capacity, board of 
directors also foster values and behaviors aimed at environmen-
tal commitment (García- Sánchez, Rodríguez- Domínguez, and 
Frías- Aceituno  2015). Martínez- Ferrero et al.  (2021, 675) con-
cur that “among the many possible mechanisms for corporate 
governance, the board of directors has been considered as one 
of the main tools for ensuring social and environmental com-
mitment.” This is because they directors are tasked to promote 
transparency and integrity (Appiah et al.  2023) across firms' 
operations as environmental commitment compels. For the 
most part, scholars have examined the CG attributes of gender 
and cultural diversity, size and independence (Ferrero- Ferrero, 
Fernández- Izquierdo, and Muñoz- Torres 2015; García- Sánchez 
and Martínez- Ferrero  2017; Michelon and Parbonetti  2012) as 
predictors of organizational performance. Few studies, like 
Martínez- Ferrero, Lozano, and Vivas  (2021), have linked the 
presence of a board of directors to environmental performance 
widely described as “sustainability.” To go one step further, 
there does not appear to be any studies explicitly testing the 
link between having a board of directors and CEI. Similar to 
the first hypothesis, it is conceived that directors' awareness of 
sustainability concerns will lead to the initiation and enactment 
of internal processes to address environmental concerns. Left 
to their own, it is probable that INVs' owners/managers will be 
less willing to consider environmental matters owing to their 
self- serving nature as agency theory suggests (Onjewu, Walton, 
and Koliousis 2023). In contrast, construing stewardship theory 
by which directors act as “stewards” who are disinterested in 
satisfying their own economic goals (Keay 2017), Greeno (1994) 
affirmed that boards help to chart the course of environmental 
stewardship and monitor the progress thereof. Hence, to grasp 
this incidence in the particular context of INVs, we hypothe-
size that:

H2. INVs with a board of directors are associated with higher 
CEI.

2.3   |   CEI and Export Intensity

To recall, CEI has been conceived as the proactive undertak-
ing of environmental initiatives as well as the written and 
unwritten protocols for firms' environmental quality man-
agement (Yang, Jiang, and Zhao  2019; Haddoud, Onjewu, 
and Nowiński  2021). To draw parallels, export intensity un-
derscores firms' export sales as a percentage of total sales 
(Contractor, Hsu, and Kundu  2005; Estrin et al.  2008). This 
follows Bello and Williamson  (1985), Bilkey  (1985), Burton 
and Schlegelmilch  (1987) and Axinn's (1988) conceptualiza-
tion of export performance. Thus, both Zeriti et al. (2014) and 
Liu and Xie (2020) have argued that environmental commit-
ment enables firms to be internationally competitive and, 
by the same token, offset some of the costs associated with 
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export activities. To this end, environmental commitment has 
been examined as a predictor of export performance in dif-
ferent contexts including China (Li, Zhou, and Wu 2017; Liu 
and Xie  2020; Long et al.  2023), Poland (Haddoud, Onjewu, 
and Nowiński  2021), Spain (Martín- Tapia, Aragón- Correa, 
and Rueda- Manzanares  2010), and the United Kingdom 
(Zeriti et al. 2014). Particularly, in their study of family firms, 
Haddoud, Onjewu, and Nowiński  (2021) reported a positive 
and significant relationship in the correlations between CEI 
and export intensity. They explained this link by drawing 
attention to a high sensitivity of foreign consumers toward 
environmental issues, which compels exporters to adopt sus-
tainable practices in their in- house processes. Nonetheless, 
INVs have scarcely been isolated as the unit of analysis for 
estimating export intensity as an outcome. This is surpris-
ing because, like other firm types, there are probable moti-
vations for INVs' adoption of pro- environmental behavior as 
per the environmental consciousness paradigm (Zelezny and 
Schultz  2000). In other words, INVs may perceive material 
and reputational benefits from showing environmental com-
mitment in the course of exporting. Accordingly, it is timely to 
query this line of thinking among European INVs. The third 
hypothesis interrogates whether:

H3. INVs that demonstrate CEI are more likely to have higher 
export intensity.

2.4   |   Foreign Ownership and Export Intensity

The association between foreign ownership and export intensity 
is a much- explored link. Narteh and Acheampong (2018) asserted 
that foreign ownership confers international market knowledge 
and legitimacy to the firm that could be leveraged for export 
purposes, consistent with Hymer (1960), Suchman (1995), and 
Teagarden (2015). The said legitimacy borders on foreign own-
ers' capacity to validate the firm in overseas networks where 
there are norms, values, and beliefs that may exceed the purview 
of wholly domestic ownership (Narteh and Acheampong 2018). 
Narteh and Acheampong  (2018, 563) add that “as foreigners 
have knowledge of their home markets and institutions, this 
will offer competitive advantages to the internationalising firm, 
such as finding it easier to comply with regulations.” Moreover, 
Teagarden (2015) intimates that firms with foreign ownership 
face domestic disadvantages for being perceived as outsiders. To 
press the point, Mezias (2002) revealed that foreign owned firms 
were more likely to face labor related lawsuits than their domes-
tically owned counterparts. Likewise, in Ghana, foreign- owned 
firms have a greater likelihood of being targets of criminal activ-
ity (Acheampong and Dana 2017). To explain this phenomenon, 
Hymer (1960) since observed that social discrimination of this 
sort is perpetuated by stakeholders including the government, 
consumers, and suppliers, and this instigates foreign firms to 
consider exporting. To acquiesce ownership theory, there is a 
long- held view that a difference in proprietorship shapes firms' 
behavior (Alchian and Demsetz 1973). Accordingly, Filatotchev, 
Stephan, and Jindra (2008) stressed that there is a positive rela-
tionship between foreign ownership and export intensity. This 
link is explained by foreign owners leveraging their contacts 
and knowledge of overseas markets for the purpose of selling 
abroad. In Contractor, Hsu, and Kundu's  (2005) related study, 

the authors only investigated the influence of foreign- trained 
employees on Indian and Taiwanese INVs' export intensity. A 
fourth hypothesis is proposed to address this gap:

H4. INVs with foreign ownership are associated with higher  
export intensity.

2.5   |   Board of Directors and Export Intensity

Prior studies associating the presence of a board of directors 
with export performance abound. In their Turkish inquiry, 
Nas and Kalaycioglu (2016) examined how the composition of 
the board of directors impacted on firms' export competitive-
ness. They found that when CEOs do not simultaneously lead 
the board of directors, export performance is enhanced. In 
their Norwegian study, Calabrò and Mussolino (2013) investi-
gated how board of directors influence the export intensity of 
family firms in the setting. The authors drew on the dimen-
sions of informal relationships including relational norms and 
integrity- based trust to explain how firms' governance systems 
positively influence export intensity as an institutional out-
come. Similarly, in Sweden, Lööf and Viklund- Ros (2020) find 
that when the board of directors possessed some exporting ex-
perience, the likelihood of non- exporters entering foreign mar-
kets is significantly increased. Ossorio (2020) also assessed the 
size of the board of directors and discerned a negative relation-
ship with export activity. In Dias et al. (2021), interest was in 
the independence of directors in Brazil. They found that “the 
greater the presence of independent members on the board, the 
higher the export level of firms” (Dias et al.  2021, 2). This is 
because, like foreign owners, board of directors may possess 
knowledge of overseas markets and networks that bequeath 
internationalization opportunities. They may also influence 
managers to embark on internationalization as a means of en-
hancing firm performance. In this vein, Fiedler et al.  (2023, 
590) contend that “board members can play a significant role 
in providing knowledge and networks in the earlier stages of 
INV internationalization, they can be likened to an ‘on- ramp’ 
that enables INVs to gain speed. Based on the knowledge and 
networks theory, directors” human and social capital can offset 
the INVs' deficiency and bestow international market legiti-
macy (Vahlne and Johanson 2017; Lööf and Viklund- Ros 2020). 
Yet, to offer evidence of this occurrence in relation to export 
intensity as a specific measure of internationalization, a con-
cluding hypothesis is stipulated as follows:

H5. INVs with a board of directors are associated with higher 
export intensity.

The five hypotheses are summarized in Figure 1.

3   |   Methodology

3.1   |   The Context of Europe

Although Europe is the second- smallest continent with a 10.2 
million km2 land mass (Takacs 2015), it is the most densely pop-
ulated with more than 748 million inhabitants spread across 
51 independent states (Pullin et al.  2009; Worldometer  2022). 
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Economically, the International Monetary Fund  (2021) esti-
mates that Europe is the world's second largest market (after 
Asia) in terms of purchasing power parity, generating the third 
best gross domestic product (after Asia and North America). 
Accordingly, to meet household and corporate needs, the rate 
of new business creation is particularly high in Europe when 
nascent entrepreneurship and entrepreneurial intentions are 
taken into account (Roman, Bilan, and Ciumaș 2018). In 2018, 
in European Union member countries only, there were 25.3 mil-
lion active firms employing 131 million people, of which 2.5 mil-
lion were new ventures (European Commission 2021). In terms 
of their export performance, Nowiński and Rialp (2013) point to 
peculiarities in the country profiles and institutional environ-
ments in Europe as having a bearing on the level of international 
business activity undertaken by firms on the continent. Yet, as 
Bigos and Michalik (2020) recently stated, little is known about 
the antecedents enabling INVs in Europe. Also, research into 
INVs is mostly focused on developed country contexts (Saiyed 
et al. 2023). Therefore, this study adds a CG perspective to fur-
ther the understanding of how institutional attributes contrib-
ute to INVs' export intensity in both developed and developing 
European countries.

3.2   |   Data and Measures

The 181 firms examined were sourced from The World Bank's 
2019 enterprise survey of European countries, using stratified 
random sampling. Twenty- five countries were chosen solely 
based on available data on the continent. For each country, the 
data was filtered by two criteria. First, only firms founded in 
2015, 2016 and 2017 (3- year period),1 as well as those that began 
exporting within the first 3 years of being established were re-
tained. For each INV observed, The World Bank enquired “in 
which year did this establishment first export directly or indi-
rectly?” Thus, case selection was limited to firms established and 
exporting within 3 years of their founding up to 2018 to uphold 
Madsen's  (2013) characterization of an INV. Second, all cases 
with missing data in the variables examined and “don't know” 
responses were removed to pre- empt statistical distortion. From 
a total sample of 15,864 firms,2 only 181 satisfied the selection 
criteria. The indicators were (1) FO (FOREIGN), (2) Board of 
Directors (BOARD), (3) INVs' Commitment to Environmental 
Issues (CEI), (4) Export Intensity (EXPINT), and (5) Number of 
Employees (SIZE). The single items measuring these attributes 
are explained in Table 1.

FIGURE 1    |    Theoretical framework.

TABLE 1    |    Measurement details.

Variable Item Scale

FO What percentage of this firm is owned by private foreign 
individuals, companies or organizations?

Continuous

BOARD Does the firm have a board of directors or a supervisory board? Yes/no

CEI In the last fiscal year, did this firm have strategic objectives 
that mention environmental or climate change issues?

Yes/no

In the last fiscal year, did this establishment have a manager 
responsible for environmental and climate change issues?

Yes/no

Export intensity In the last fiscal year, what percentage of this 
establishment's sales were direct exports?

Continuous

Number of employees At the end of the last fiscal year, how many permanent, full- 
time individuals worked in this establishment?

Continuous
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3.3   |   Sample Characteristics

To reiterate, 181 INVs were extrapolated from a population of 
15,864 European firms. Table 2 profiles these cases on the bases 
of country, sector, founding year, year of first export, number of 
employees, and percentage of FO.

4   |   Analysis

To test the relationships in the theoretical framework, robust 
path analysis in Kock's  (2020) WarpPLS version 7.0 was em-
ployed. This algorithm is recommended for assessing mod-
els with single item and binary variables (Kock  2014; Sajid 
et al. 2020). This technique was also preferred for its capacity 
to simultaneously test the measurement and structural model 
in analyses where there are no assumptions of normally distrib-
uted data (Kock and Gaskins 2014; Kock 2014, 2018).

4.1   |   Measurement Model

To ascertain the reliability and validity of the measures, compos-
ite reliability (CR), Cronbach's alpha (α), and average variance 
extracted (AVE) should be calculated (Onjewu, Jafari- Sadeghi, 
and Hussain 2022). In the current analysis, there is only one la-
tent construct (CEI) with two indicators for which these can be 
assessed at the accepted thresholds of 0.7 for CR (Purwanto and 
Sudargini 2021), 0.6 for α (Gallais et al. 2017), and 0.5 AVE (Zaiţ 
and Bertea 2011). For all items, multicollinearity is estimated by 
variance inflation factor scores <3.3 (Kock 2015). Table 3 presents 
the results of the outer measurement model within the limits.

4.2   |   Structural Model and Hypothesis Testing

In the inner model, the associations between FO, board of direc-
tors, strategic CEI and firm size (as a control variable) were de-
termined by interpretation of the path coefficients and p values 
shown in Figure 2.

First, the path analysis suggests that FO significantly and pos-
itively increases INVs' CEI (β = 0.38***), thus H1 is supported. 
Second, it is found that the presence of a board of directors bears 
no relationship with INVs' CEI (p value = 0.38). Accordingly, 
H2 is rejected. Third, the conceptualized relationship between 
CEI and export intensity has not materialized (p value = 0.33), 
so H3 is also rejected. Fourth, FO significantly and positively 
boosts INVs' export intensity (β = 0.31***), while having a board 
of directors is not associated with the outcome (p value = 0.30). 
Therefore, H4 is accepted while H5 is rejected. Finally, held as a 
constant, the size of INVs positively correlates with their export 
intensity (β = 0.16**). Altogether, the structural model explains 
15% of the variance in the export intensity among INVs in the 
sample. These results are further summarized in Table 4.

5   |   Discussion

To reiterate, this study aimed to explore the disparate effects of for-
eign ownership and board of directors in prompting: (1) CEI and 

(2) enhancing export intensity. Accordingly, it has been shown 
that foreign ownership increases CEI and export performance ex-
clusively. A further finding suggests the significant and positive 
role of the size of INVs in the correlations predicting export inten-
sity. However, the perceived positive role of the board of directors 
in instigating INVs' CEI and export intensity has not been proven 
by the path analysis. Therefore, comparing the CG attributes of 
European INVs, it is foreign ownership rather than board of di-
rectors that boosts CEI and export intensity. Thus, the rest of this 
discussion deliberates, in turn, (1) the effect of foreign ownership 
on CEI and (2) the effect of foreign ownership on export intensity.

Beginning with the first key finding, it has been deduced that when 
INVs have FO, they exude environmental commitment in their 
organizational planning. This challenges Nakamura, Takahashi, 
and Vertinsky's  (2001) view that foreign owners merely accede 
to environmental responsibility pressures when pressured by the 
government and civil society. Rather, it supports Gardberg and 
Fombrun's (2006) contention that firms take a forehanded attitude 
toward addressing environmental challenges. In the same vein, 
they develop resources to generate financial and environmental 
performance as suggested by Mezias, Pant, and Abzug  (2020), 
Ouvrard, Jasimuddin, and Spiga  (2020), Xiang et al.  (2021) and 
Haddoud, Onjewu, and Nowiński (2021). Firms' propensity to put 
in place proactive environmental strategies has previously been 
explained by the influence of internal stakeholders, and owners in 
particular (Darnall, Henriques, and Sadorsky 2010; Bueno- García 
et al. 2022). There is also a view that owners of small firms, such 
as the size of INVs in this study, are entrepreneurs who are able 
to incorporate environmental responsibility into their organiza-
tions' mission with greater ease when compared to large firms 
(Larson 2000). Accordingly, Sharma and Henriques (2005) believe 
that smaller firms (like the current INVs) are flexible, and there-
fore less likely to be committed to existing products and processes. 
In effect, they do not yet possess the core rigidities that often dis-
courage environmental action (Dooley 2018; Adomako et al. 2019). 
Yet, the peculiarity of the current finding resides in the distinctive 
role of FO as opposed to domestic ownership. Moreover, the in-
herent finding suggests that FO in INVs is akin to FO in business 
group affiliates (Wang, Heugens, and Wijen  2023) and foreign 
institutional ownership (FIO) in MNEs (Ellimäki et al. 2023). To 
quote the latter, “FIOs drive their investee firms [the MNEs] to im-
prove environmental performance in order to reduce reputational 
and legal risks” (Ellimäki et al. 2023, 923). According to Eesley 
and Lenox (2006) and Diestre and Rajagopalan (2014), these risks 
may take the form of litigation, fines, and stakeholder dissatis-
faction that may curtail the viability of INVs, business group af-
filiates, and MNEs alike. In the same vein, Wang, Heugens, and 
Wijen (2023) write that foreign ownership has a positive effect on 
business group affiliates' propensity to adopt environmental man-
agement systems. This finding is doubly pertinent as foreign inves-
tors have discretion and may choose to disengage from governance 
activities (Han, Ding, and Zhang  2022), such as environmental 
commitment.

Pertaining the second key finding, the effect of foreign own-
ership on export intensity, it has also been gathered that 
when INVs have FO, their volume of foreign sales as a pro-
portion of total sales is enhanced. This result is consistent 
with Narteh and Acheampong's (2018) argument that foreign 
owners validate their firms in foreign networks where the 
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market expectations exceed what domestic owners are able 
to satisfy. Moreover, Hymer's  (1960) longstanding view that 
foreign owned firms are more oriented toward international 
markets is corroborated here. Admittedly, examining the in-
fluence of the social incentives of export intention such as the 
liability of outsidership (Teagarden 2015), domestic litigation 
(Mezias  2002) and crime (Acheampong and Dana  2017) are 
beyond the scope of this study. Nevertheless, the strength of 
the relationship between FO and EXPINT (β = 0.31***) suf-
fices to support Filatotchev, Stephan, and Jindra's  (2008) as-
sessment that there is a positive relationship between foreign 
ownership and export intensity. Morgan, Sui, and Baum (2018) 
refer to foreign owners as “immigrant owners” who possess 
valuable human and social capital for identifying, evaluat-
ing, developing, and exploiting opportunities in international 
markets. Nonetheless, in this study, the examination of INVs 
as the unit of analysis adds a new perspective to the FO– 
EXPINT nexus. The empirical limits evident in Haddoud, 
Onjewu, and Nowiński  (2021) and Onjewu et al.'s  (2023) 

TABLE 2    |    Sample characteristics.

Country Frequency Percent

Albania 14 7.7

Azerbaijan 3 1.7

Bosnia and Herzegovina 3 1.7

Bulgaria 8 4.4

Croatia 4 2.2

Cyprus 2 1.1

Czech Republic 7 3.9

Estonia 8 4.4

Georgia 29 16.0

Hungary 6 3.3

Italy 10 5.5

Kosovo 5 2.8

Latvia 4 2.2

Lithuania 6 3.3

Moldova 5 2.8

North Macedonia 2 1.1

Poland 7 3.9

Portugal 15 8.3

Romania 1 0.6

Russia 17 9.4

Serbia 4 2.2

Slovak Republic 1 0.6

Slovenia 4 2.2

Turkey 15 8.3

Ukraine 1 0.6

Total 181 100.0

Sector Frequency Percent

Manufacturing firms 121 66.9

Service firms 53 29.3

Retail firms 7 3.9

Total 181 100.0

Founding year Frequency Percent

2015 80 44.2

2016 71 39.2

2017 30 16.6

Total 181 100.0

Year of first export Frequency Percent

2015 49 27.1

(Continues)

Year of first export Frequency Percent

2016 67 37.0

2017 49 27.1

2018 16 8.8

Total 181 100.0

Number of employees Frequency Percent

0– 19 74 40.9

20– 49 49 27.1

50– 99 25 13.8

100– 250 21 11.6

>250 12 6.6

Total 181 100.0

Percentage of FO Frequency Percent

0%– 40% 153 84.5

41%– 70% 3 1.7

71%– 100% 25 13.8

Total 181 100.0

TABLE 2    |    (Continued)

TABLE 3    |    Measurement model.

CEI

CR 0.834

α 0.601

AVE 0.715

VIF CEI FOREIGN BOARD EXPINT SIZE

1.249 1.552 1.093 1.167 1.465
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focus on the environmental commitment of family firms has 
been expanded here. Also, the value of foreign ownership and 
board of directors beyond increasing firm value (Ahmed and 
Iwasaki  2021) and profitability (Peck- Ling, Nai- Chiek, and 
Chee- Seong  2016) has been demonstrated here to yield new 
knowledge in the INV corpus.

Furthermore, although the relationships between (1) board of 
directors and CEI, (2) CEI and export intensity, and (3) board of 
directors and export intensity were not evidenced (with p val-
ues exceeding 0.05), the results pave way for comparison with 
a larger sample of in- country INVs. As Onjewu, Puntaier, and 
Hussain  (2022) mention, commonality in the social and en-
vironmental context of a sample has a bearing in the results 
derived from path analysis. Therefore, despite their nonsignifi-
cance, the conceptualization of H2, H3, and H5 still adds to the 
INV discourse by instigating comparative studies to probe these 
correlations.

5.1   |   Theoretical Implications

Reverting to the self- selection versus learning- by- doing the-
sis, the positive link between FO and EXPINT, as well as the 
path model's effective prediction of EXPINT by 15% (R2 = 0.15) 
among INVs suggests two things. First, INVs embody the re-
sources needed to absorb financial and nonfinancial sunk 
costs (Girma, Greenaway, and Kneller 2004), and do so in an 
efficient manner as intimated by Wagner (2007) to self- select 
into international markets. Second, seeing as INVs are reliant 

on foreign owners' networks and social capital (Morgan, Sui, 
and Baum  2018; Narteh and Acheampong  2018) to enter  
into foreign markets, they also learn through knowledge spill-
overs that are a key ingredient for export activity (Fafchamps, 
El Hamine, and Zeufack  2008; Salomon and Jin  2008).  
In other words, INVs also internationalize through learning- 
by- doing. Therefore, this study argues that INVs, as opposed  
to late internationalizers (Hughes et al.  2019), dynamically 
self- select and learn- by- doing to realize export intensity. To 
this extent, Haddoud, Onjewu, and Nowiński  (2021) and 
Onjewu, Hussain, and Haddoud's  (2022) claim that self- 
selection is likely to occur first is contested where INVs are 
concerned.

Furthermore, the significant relationship between FO and 
CEI flanked by a nonsignificant relationship between BOARD 
and CEI is a telling theoretical contribution. This suggests 
that FO is of distinctive importance to INVs who rely on for-
eign capital for their operations (Gerschewski et al.  2018; 
Oviatt and McDougall 2005; Romanello and Chiarvesio 2019). 
Conceivably, this gives foreign owners an upper hand in mas-
terminding the priorities and activities of INVs, to the extent 
that the board of directors have a limited influence. In this re-
gard, Crisóstomo and de Freitas Brandão (2019) draw attention 
to a substitution effect mechanism in which shareholders with 
a higher leverage override their counterparts with lower stakes.

Overall, the utmost theoretical contribution of this paper is 
presenting one of the first findings on the effect of foreign 
ownership on INVs' environmental commitment and export 

FIGURE 2    |    Structural model.

TABLE 4    |    Hypothesis testing.

Hypothesized relationships Path coefficient p Test

H1: FOREIGN ⇒ CEI 0.38 <0.1 Significant, accepted

H2: BOARD ⇒ CEI −0.02 0.38 Nonsignificant, rejected

H3: CEI ⇒ EXPINT −0.03 0.33 Nonsignificant, rejected

H4: FOREIGN ⇒ EXPINT 0.31 <0.1 Significant, accepted

H5: BOARD ⇒ EXPINT −0.04 0.30 Nonsignificant, rejected
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intensity. This has been achieved through empirical obser-
vation and adds to the growing repository of knowledge on 
INVs. Specifically, it has been demonstrated that, similar 
to MNEs (Ellimäki et al.  2023) and business groups (Wang, 
Heugens, and Wijen 2023), INVs' foreign ownership produces 
divergent outcomes, paving way for additional research in this 
organizational context.

5.2   |   Practical Implications

Policymakers and practitioners in Europe can appropri-
ate the findings to shape their CEI and export planning. 
Particularly, the common market and free- trade policies that 
obtain in most parts of the continent already enable the flow 
of capital needed for FO, and frictionless movement of peo-
ple to cultivate networks for export activities. On this basis, 
the European Commission can reflect on the current results 
alongside the European Green Deal to showcase the benefits 
of trade openness for environmental sustainability and export 
performance. Other economic blocs such as the United States– 
Mexico– Canada Agreement (USMCA) and the Regional 
Comprehensive Economic Partnership (RCEP) can also con-
sider policies that obtain in Europe to incentivize FO for the 
purpose of intensifying CEI and EXPINT. Investors will also 
be encouraged to intensify their CEI knowing that there is 
a virtuous trade- off in acting proactively for the sake of the 
environment (Haddoud, Onjewu, and Nowiński  2021), and 
this does not require forfeiting the financial rewards of export 
performance.

5.3   |   Limitations and Future Research

The first limitation of this study is its exclusive focus on 
European INVs. Therefore, the results may only reflect out-
comes in the European context. To this end, new studies are so-
licited to explore FO in the African, Asia- Pacific, and American 
terrains for comparison. Also, in spite of examining 181 INV 
cases, the national representativeness of the 25 countries in 
the study is low, owing to the secondary nature of the data. To 
remedy this weakness, future studies can take an in- country 
purposive sampling approach to identify and appraise a broader 
quorum of INVs. As with all cross- sectional studies, the rela-
tionships determined in the structural model are merely asso-
ciations rather than causal links. Therefore, future inquiries 
can take a longitudinal approach to prove causation and, by the 
same token, address endogeneity issues that are likely to arise in 
cross- sectional works. It is also noted that the measures in this 
study are mostly single item and dichotomous indicators that 
may weaken the relationships estimated. Forthcoming papers 
can employ latent and continuous constructs that may better 
capture the attributes and possibly strengthen the correlations. 
Further work also can be carried out on the effect of dissent 
among foreign owners on environmental commitment and ex-
port intensity, as well as on the intersection between CG and ex-
port issues, such as CG practices and international regulations 
in relation to exports. In other studies, scholars can observe and 
investigate institutional and environmental factors that may 
moderate and/or mediate INVs' environmental commitment 
and export intensity. Finally, attribution of the self- selection 

versus learning- by- doing hypotheses in this study is only reflec-
tive owing to data limitations. Upcoming studies can observe 
and estimate the influence of both perspectives on the relation-
ships in the structural model.

Endnotes

 1 This was the most recent cohort of new firms recorded in The World 
Bank's 2019 enterprise survey.

 2 The raw data comprised of 377 cases for Albania, 225 for Azerbaijan, 
362 for Bosnia & Herzegovina, 772 for Bulgaria, 404 for Croatia, 240 
for Cyprus, 502 for Czech Republic, 360 for Estonia, 581 for Georgia, 
805 for Hungary, 760 for Italy, 271 for Kosovo, 359 for Latvia, 358 
for Lithuania, 360 for Moldova, 150 for Montenegro although none 
met the criteria, 360 for North Macedonia, 1369 for Poland, 1062 for 
Portugal, 814 for Romania, 1323 for Russia, 361 for Serbia, 429 for 
the Slovak Republic, 410 for Slovenia, 1663 for Turkey, and 1337 for 
Ukraine.
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