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OUTLINE: A series of unique impact
on research and practice

» The previously underappreciated role played by
the domestic governments of MNEs
» The challenge of going abroad in the absence pf
significantly superior managerial and technologi¢al
resources

* The rapid adoption of (often high-profile)
acquisitions as a mode of entry
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Comparative presence in

Chinese MNEs in Global Fortune 500 Global Eortune 500: Chinese firms
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Negativerole of

(1) Positiverole of the Chinese government

the Chinese government

. Homecountry government: A neg|ected tOpiC: « China invests more in British Virgin Islands
- Most research focuses bnstcountry governments ($6.6B in FDI stock) than in the UK ($0.95B)—7
* Positiverole of the Chinese government times (!)
* “Go outside” / “go global” policy * BVI, in turn, invests more in China than the UK
« Supporting Chinese MNESs with real cash/loans * BVI also beats the US as a recipient of Chinesg
« Interesting links between inbound FDI-friendly OFDI and an originator of Chinese IFDI
policies and outbound FDI * Why? Anescapdrom harsh home country
* Guangdong generates 20% of Chinese OFDI institutional environments
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My field research @ BV (poputation 21,000)

How does China research contributg
to the global literature?

* An emphasis on institutions as rules of the ganpe
¢ In this case, an emphasis on the role of domestic
governments at various (central and provincial)

levels
Theoretical contribution: John Dunning’s last
. PRTSRN : paper prior to his death
an mstltut_lon based view in January 2009:
A strategy trlpod (Peng et al., 20081BS, 2009AMP) Acknowledging

institutions’ central
place in the theory of

the MNE (Dunning &
Lundan Asia Pacific Journal

of Management
December 2008)

(2) Going abroad without superior

: But progress is fast: Patents in 20089
managerial and tech resources

* Which company filed the largest number of
patents in thevorld?

» Not your usual suspects!

¢ |t is Huawei(defendant of the Cisco vs Huawei case for

« A puzzle under the current theory (derived fron
MNEs from developed economies)

« Dragon multinationals: Mathews (2006RJM) alleged intellectual property violation)
Table 11.3.Top Ten Patent Applicant Companies
*An LLL framework (as opposed to OLI) e R T e
q com panies applications companies applications
L] L|nkage 1 Huawei (China) 1,737 6 Siemens (Germany) 1,089
2 Panasonic (Japa 1,729 7 Nokia (Finland, 1,008
3 Philips (Netherlans) 1551 8 LG Electronics (South Kore 992
O LeVerage 2 Toyota (Japan) 1,364 B Ericsson (Sweden) 984
o 5 Robert Bosch (Germany) 1,273 10 Fujitsu (Japan) 839
© Leamlng [Source Data extracted from World Intellectual Propertyranization, 2009, Top 50 PCT applicants in 200&m@va:

WIPO (www.wipo.inf). The number of applicationsen to international patent filings under WIPO's ®at Cooperation
Treaty (PCT) during 2008.




Tech resources are on the rise
«In 2008, China filed the 6th largest number of

patents in the world (US/China difference in #: 9

times)

*In 2004, China the 14th (US/China difference:
times)

«In 2008, China had the highest annual growth
patent filing—tied with Korea—@ 12% (US
growth rate: -1%)

>

Chinese OFDI
*Despite
headlines abou
Africa, 50%
goes to HK and
the rest of Asia
gets 13%

« Africa only 6%
« Latin America
gets 19%

*But BVI + CI
get 18% (1)

Acquisition targets:

* Tech and financial
services firms in the
United States

« Brands in Europe

* Resources in
Australia, Africa, and
Latin America
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Managerial resources are

still clearly lacking

» Not your average manager: China has plenty
« Internationally experienced, confident, and
capable managers comfortable interacting with
locals: How many does China have?

® They are all busy studying my books
* A question from my Chinese EMBAs: What? W
can't talk to our competitors? Why?!
* Regional distribution shows signs of weakness

]

(3) Rapid adoption of (often high-
profile) acquisitions as entry mode

« Typical evolution of entry modes: Exports
JVs/alliances greenfields and/or acquisitions
* Most non-Chinese MNEs in China have followe
this progression (they are the souces of learniig
observation of Chinese MNES)

 But, emerging Chinese MNEs: Buy, buy, buy

an

Motives behind mergers and
acquisitions (M&As)
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. . Achall [ t- isition int ti
Will Chinese OFDI-based M&As do FTenas T POSTAEHETON IEgron

better than global average?Unlikely!
* Preacquisition: Overpayment in bidding
* National pride: “Takeover nationalism#ope et al., 2009)
« Managerial hubris and poor corporate governance
* Postacquisition: Integration
« Case study: TCL/Thomson
e Large sample study: Chinese investors have very

little confidence in listed companies’ OFDI/M&A
(Chen & Young, 2018PJM)

The fear of the The Empire Strikes baCk
“Yellow Peril” * Rio Tinto employees in Shanghai: Arrested
o [SRintend] * US banks’ expansion in China: Please wait
racism, modern prejudice * Chinaimmediateljlaunched antidumping
« Chinese arrogance (+ investigations on US auto parts asfdcken
ignorance) does not helg products after the
« Chinese firms eyeing tire tariffs in
gs 2?”'?\'1"(')9 a;(f oil September 2009
ssets: No way! R . .
« Chinese bid for Rio h‘.""ll'Ch S'df‘.a Wl)"
Tinto: No, thanks! chickenout first
Noble goals fo From trade wars to antitrust wars
China’s first * Mergers of two firmsiotheadquartered in China need to be OKfd
Anti | by China’s Ministry of Commerce—a page from the Haypook
numonopoly « First case under the Antimonopoly Law to be bloc{ddrch 2009
Law (2008)— Coca-Cola’s acquisition of Huiyuan (#1 fruit juiceker) with
118 years afte Huiyuan owners’
agreement (@ 50 times
the Sherman Huiyuan'’s earnings and
Act (1890) 200% premiumt):
On the road toward f NO way!
better legal
framework?
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Progress from Strategic Economic
Trade wars have no Dialogue (SED) to Strategic &
become a thing of th Economic Dialogue (S&ED)

1%}

past « China confirms the term “domestic companies’]in
Chinese press called stimulus packages/government procurement
this “9/11 attack” on includes foreign-invested enterprises (FIES)

China * The United States confirms

« CFIUS will not discriminate against Chinese OFDI
< open and non-discriminatory principles for sovemneigealth

funds (SWFs)

Advice to policymakers

« Nationalistic sentiments are understandable
¢ Losing Chrysler and Anheuser-Busch hurts

« But the Chinese are not going to take over the How to play the cards?

“world,” much less to take over America
« Chinese OFDI is only 1% of the global total
» Of which 4% comes to North America

+US MNEs have been doing their own M&As
* Chinese outbound FDI necessitates no

additional, specific legislatioloberman &
Shapiro, 2008PJM)

The danger of protectionism between Trade and investment are more than
the G-2: Destroying globalconfidence economic, they serve to preserve
world peace

» Buyers and sellers are not likely to kill each othe

* When the US cut off oil sales to Japan (in prapédiapanese
aggression in China), Japan attacked Pearl Harbor

 The Dell theory of world peagghomas Friedman)
» Chinese SOEs are not so scary after all, America
now has plenty of GSEs (government-sponsored
enterprises led by Government Motors [GM])
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Advice to managers Advice to managers
* Master the rules of the game « Strengthen your own resources and capabilitiep
* Learn from Japanese MNEs, which had a rocky « Skipping the usual, progressive steps of FDI and
start in the US in the 1980s jumping into (especially high-profile) acquisitions
» Understand the difference between the Federal leviel are like gambling—good luck!
and the state/local level « How about have some Usivate equitygroups a
* Avoid high-profile acquisitions your alliance/acquisition partners?

» Have THICK skin (endurance), stick around « Helb red liability of foreian
« Attention span in Washington and in the media is short €'p reduce lanility of foreignness

« Nobody is concerned about Japanese FDI in the US * In M&As, do not overpay, avoid a bidding
now, which supports 600,000 jobs (#1 automaker) war, focus on integration
Advice to researchers Advice to researchers

* The rise of China will provoke/renew interest ir « The new (or final?) frontier for the growth of the
antidumping and antitrust—major institution-basgd (Chinese) firm(Peng & Heath, 1998MR)
issues that have been ignored by researchers « Generic growth

¢ Journal of International Business Stud{@870- « Interorganizational alliances (such as JVs)

2005): Only 1 paper has “dumping” in title and abstrpct » Mergers and acquisitions (my 1996 article said

« Strategic Management Journd980-2008): Only 1 feasible—was | wrong or what?)

paper has “antitrust” in its title and 1 more in abstraqt «We do not even have a sufficient understanding of
« Just like China-based 13V research has greatly| ChinesedomestidVi&As, much less about
enriched the global literature, OFDI research wil internationalM&As undertaken by Chinese MNEfs

significantly contribute to the institution-basei@w

+The first . Institutions behind M&ASs:
comparative study on . .
M&As in China and Comparing China and the US
the United States (Lin, Peng, Yang, & Sun, 2008MJ)
(Lin, Peng, Yang, & » Same theoretical framework, same industry, same pefiod
Sun, 2008MJ) « Different institution-based predictions and findings
« In the US, centrally located firms in an alliance network
 Chinese (domestic) can enjoy the benefits of high centrality and do not neefl to
M&As indeed are acquire alliance partners (consistent with Burt)
different from US «In China, centrally located firms, to derive benefits from
(domestic) M&As their high centrality, need to more aggressively acquire
alliance partnerscontraryto the predictions from Burt)




CONCLUSION: Is China unique or

Is it a member of the global family?
* The raging debate on Chinese exceptionalism
* Do we need a Chinese theory of management!
¢ If so, China being so big, do we nee8leanghainese
theory of management? @cottishtheory too?)

* Why do we use the worguanxiin English now?
¢ #1 Chinese business word penetrating the English
language—What are the top 3 non-business words?

Lastly, a burning question | want
to discuss withyou

* How do we translateE ¥4 into English?
* Counterfeit phone?

 Bandit phone?

« Something else in understandable and accurate
EnglishU

* OR shanzhaphone?
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China is a

member of

the global
family

Scholars
need toact
local, think

global

(Peng, 2005

APJIM Li &

Peng, 2008
APJM)

Emerging
economies

Western countries

Transition
economies




