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=2 TAET
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. 66.750
F statistic
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i Lo B S A 7 o 5 AN 3R 3 4 (4) FIF (5) PR, o5 AR i 09 Al 1F R B0
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b B B Y Al AR R A /N LAl b S W e X g — B R BR T ARl 52 T KB AY
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TE AR Z 5 47w v ] B i B b, Aol BE AT fE2 ESh g2 5, dnl AE 2
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A AT AR AE” , T LU B O 2 5 8 B T b Aw i E K F . 351 (8) 45 R

© 25T 0B 7 R AD & InFlow BUE A R 25 B (L5 HUE R 0) , 57 b -2 5] 808 2 A 17
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i A il B (0.065)
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2 AR 5 & B & & & s & JE
Al [ 5 %G g & = s s s s s =
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5 il A 1 B B b= B =3 =3
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(=) i

TR A Ml o 1 i) R A 2 R R A ol T IR B9 T 30 58 B WA, AR SO 3
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B W i T X5 {5 S B (B 22 T i 22 %) 4 X L, 25011 /0N 3R 7 T A o 5 — R 0K
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F 722 5H1(5) A% (6) iy T H AR & [ )9 25 5 W, A7 A o il e WE R 02 5 29 il X
A b T B S W8 TR | A R $6 T X A b o Sfe W i I B o A P L 3 1 BH AT Ol A o
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Y ) 2 A Y Ol B S 1% T 4 2 TR A, PR G vk R I A oMb T T i 1) A0 T 3 28 5
WA, Ak AT AR A S AL 33 15 37 5 M T2 1R P BB Ak A0 R A, DT HEBR T 5
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x5 3HE K IEIK S EFn 43 Fr Um T
(1) (2) (3) (4) (5) (6)
- MK TR S 3BT Vi o 0
S HL
LA SFARME MEER RPIAMPLE I HEE a8 AR
- ER B AR A HER SR 2
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From Rulemaking to Spatial Restructuring: The Impact of Enterprise
Participation in Industry Standard Setting on Cross—regional Investment
LIANG Ruobing' HU Wenjun' LIU Ruilei' TANG Yun®
(1.School of Economics, Xiamen University ;

2.School of Business Administration, Jimei University )

Summary: In the context of globalization and the accelerated flow of production
factors, cross—regional allocation of capital is a significant driver of economic growth.
Firms, as the primary carriers of capital mobility, expand their boundaries mainly by
establishing subsidiaries in different regions. According to the internalization theory, firms
can reduce external transaction costs, such as search, bargaining, and monitoring costs,
by internalizing activities that would otherwise occur in external markets by establishing
geographically dispersed subsidiaries. However, establishing subsidiaries across regions
also increases organizational management burdens, including coordination costs, agency
problems, and cultural frictions. Therefore, the expansion of firm boundaries depends on
the relative changes between market transaction costs and organizational costs.

Currently, China’s 15th Five—Year Plan explicitly emphasizes the need to “resolutely
remove obstacles impeding the construction of a unified national market, ” highlighting the
critical role of “unifying the fundamental institutional rules of the market.” Industry
standards, as uniform technical norms and market rules, provide a common “technical
language” for cross—regional investment (CRI). By enhancing internal consistency in areas
such as human resource management, quality control, information transmission, and
cultural norms, industry standards strengthen firms’ ability to efficiently replicate existing
business models across different regions. Therefore, industry standards have increasingly
become an essential institutional foundation for promoting factor market integration and
improving the efficiency of cross—regional resource allocation.

This study empirically examines how a firm’s participation in industry standard setting
affects both its organizational and market transaction costs and, in turn, its decisions
regarding CRI. The results indicate that participation in industry standard setting
significantly facilitates firms’ investments in other regions. Mechanism analysis reveals that
this effect primarily stems from the optimization of internal organizational management,
including reductions in labor costs, improvements in workforce allocation efficiency, and
enhanced quality control capabilities, while external market transaction costs do not change

significantly because of standard setting. Heterogeneity analysis reveals that the promoting

180



FE k& NN FITE B = 8 EA : ol S 517\l AR FI E X B K 5 %

effect of standard setting on CRI is more pronounced for firms in mature stages or those with
higher management expenses. Moreover, geographically dispersed customers and suppliers
can partially substitute for the market development and supply chain management functions
of subsidiaries, reducing the necessity of internalizing external transaction costs and thereby
lowering the need to establish subsidiaries. Further analysis demonstrates that firms leading
standard—setting activities exert a clear crowding—out effect on follower firms’ CRls.

This study contributes to the literature in three main ways. First, regarding research
perspective, it enriches our understanding of factors influencing firms’ CRIs. Existing studies
have mainly explained such investment behavior from the perspectives of transportation
infrastructure, fiscal incentives, informal institutions, and technological progress. This is a
novel study to examine it from the perspective of firm participation in industry standard setting.
In addition, it extends research on the economic effects of firm involvement in standardization.
Due to data limitations, prior research has primarily focused on firms as passive adopters of
standards. Although some recent studies have begun to explore firms’ proactive role in standard—
setting, the implications for cross—regional market expansion remain unexplored. This study
bridges these two research streams by linking firm standardization activities with CRI behavior.

Second, theoretically, this study integrates industry standard setting into the firm
boundary framework for the first time, constructing a systematic analytical model of
“standard setting—internal organizational and external transaction costs—CRI.” This
provides a novel theoretical perspective for understanding how participation in
standardization activities influences firms’ geographical expansion.

Third, in practical terms, industry standards have significant implications at both the
firm and national levels. For firms, participation in industry standard setting has a marked
effect on internal governance, fostering consistency in human resource management,
quality control, information transmission, and cultural norms, thereby effectively reducing
organizational costs and facilitating boundary expansion. At the national level, the
development and promotion of a unified standardization system enhances the efficient
allocation of various resources and plays a critical role in weakening regional barriers and
mitigating market segmentation. This function aligns closely with the national policy
objective of accelerating the construction of a unified national market.

Keywords: Industry Standards; Corporate Standardization; Cross—regional
Investment ; Theory of Organizational Boundaries
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