
‧
國

立
政 治

大

學
‧

N
a

t io
na l  Chengch i  U

niv

ers
i t

y

Introduction 
 
Companies both large and small are increasingly entering into alliances that cross national 
borders.  Some are instituting joint ventures, others are forming partnerships, while still 
others are merging or even making outright acquisitions.  There are many often-touted 
benefits and justifications for these alliances, but for every case of successful cost reduction 
or R&D synergy, there is also a case of failure.   
 
Chinese firms have recently joined firms from many other nations in expanding 
internationally, a long-anticipated expectation of the global business community.  During 
the first quarter of 2008, for example, Chinese companies announced foreign direct 
investment (FDI) of nearly $US 26 billion (RMB 182 billion1), almost double that of the 
same period a year earlier.2   
 
Behind this anecdotal indicator of the “rise of China,” however, is a much more interesting 
and complex story about globalization, better told from the perspective of three 
geographically and linguistically similar – but in so many ways distinct – economies of the 
region.  Taking the perspective of Greater China3 helps to shed light on some of the 
intricacies of investment in the region as well as the interaction between companies in the 
three economies that share cultural similarities (and sometimes even family ties).   
 
In China, many firms are holding substantial cash balances built up over the past years of 
rapid and profitable growth while valuations of foreign (read North American and Western 
European) companies have fallen due to turmoil in global capital markets.  Other firms can 
take advantage of high domestic liquidity (the government’s foreign reserves plus the 
money that Chinese banks can lend), exchange-rate adjustments, political support for 
overseas investment, and act in the need for access to new markets and raw materials.  
Trends in Chinese expansion raise concerns for some, whether over the source of capital 
for international expansion and fears of political interference in strategically important 
industries (ie. sovereign wealth funds and state-owned enterprises) or whether these 
overseas deals create value for investors.  In some cases, the concern is great enough to 
generate significant opposition to otherwise solid business ventures.   
 
Driven by an initial interest in the role that M&A has played (and will continue to play) in 
foreign direct investment into and out of the region, especially Taiwan-Mainland linkages, 
this paper develops a clearer understanding of the evolution in the globalization strategies 
of companies across Greater China.  20 years of data on cross-border deals are used to 
examine the interaction between its economies in detail, not only across political divisions, 
but also regional inclinations and changes in composition over time, as well as motives for 
both intraregional and international M&A activity.   

                                                 
1 $1 = 7 renminbi in this paper, except where noted.   
2 Luedi, Thomas.  2008.  “China's Track Record in M&A,” The McKinsey Quarterly.  Number 3. 
3 In this report, Greater China refers to the economies of the People's Republic of China (China), the Republic of 

China (Taiwan), and the Special Administrative Region of Hong Kong (Hong Kong). 



 


