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Foreword

Multinational corporations (MNEs) have presumably become the signif-
icant driving force behind globalization. Through hundreds of years of
development, it has experienced the climax of the development of three
waves of multinational companies in Europe, America, Japan, South
Korea, and China. Especially after the global financial crisis in 2008,
Chinese companies have continuously established their footprints and
expanded their business scale internationally, which has been gaining
worldwide attention. According to the Fortune Global 500 list in 2019,
there were 129 Chinese companies on the list, surpassing the United
States for the first time. The collective rise of Chinese multinational
companies has a significant impact on the development of the world
economy and technological progress.

With the increase of foreign direct investment of Chinese MNEs,
operational risks due to weak corporate governance mechanism in the
process of internationalization have become increasingly prominent. In
this vein, governance of MNEs has become a critical research area as
well as a practical issue in recent years. Upon the firm’s international-
ization process, the first challenge would be the difference in institu-
tional settings, since the multinational governance needs to adequately
address the adaptability of regulatory environment, social and cultural
institution, and local corporate governance mode. In addition, the diver-
sification of governance system and operational practice which caused by
the geographical boundary expansion with entrusted principal-agent chain
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extension and information asymmetry not only enhance the multinational
coordination costs, but also lead to high business costs. Therefore, the
study of how to integrate multinational corporate governance and to
construct a system firewall for transnational operational risks are crucial to
improve the company’s transnational operational capabilities and leverage
the product and capital markets.

With more Chinese enterprises establish business globally, they have
gradually developed their paths with Chinese characteristics while inte-
grating into the world business stage. Some of them have grown into the
league of world-renowned multinational groups. However, the majority
of Chinese MNEs have been puzzled by the problem of corporate gover-
nance and institutional gaps which have hampered their development. At
this stage, there is no comprehensive review of Chinese MNEs’ experience
and their business model on corporate governance. This book is intended
to fill this void.

Based on in-depth studies of Chinese MNEs, this book is the first
empirical study of Chinese MNEs supported by primary real-life cases.
It has provided valuable empirical evidence to support the arguments
surrounding theoretical research of MNEs governance. It is an excel-
lent example of collaborative work between China Academy of Corpo-
rate Governance Research in Nankai University and the Faculty of Busi-
ness Administration in the University of Macao. It has provided valuable
managerial, policy insights and implications for business executives as well
as policy-makers.

Professor Weian Li
President of China Academy of Corporate Governance Research

Nankai University
Tianjin, China
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CHAPTER 1

Introduction

Economic globalization has become one of the most fundamental char-
acteristics associated with the evolving world economy, in which multi-
national corporations (MNCs) are viewed as an important driving force
of global economic integration by their overseas investment and strategic
adjustment. In China, with the deepening of its “Going Out” and “Belt
and Road” national strategies,1 an increasing number of Chinese MNCs
have been stepping onto the world stage and participating in global
competition.

Since it joined to the World Trade Organization (WTO) in 2001,
China and Chinese corporations have been gradually participating in
multinational business operations and global competition, which has
accelerated the progress of internationalization of Chinese corporations
and the development and implementation of the national strategies
mentioned above. According to the Statistical Bulletin of China’s Foreign
Direct Investment by the Ministry of Commerce, China’s total outward
direct foreign investment in 2003 was only 2.9 billion US dollars, which

1The “Going Out” strategy (also referred to as the Going Global Strategy) was an effort
initiated in 1999 by the Chinese government to promote Chinese investments abroad. The
Government, together with the China Council for the Promotion of International Trade
(CCPIT), has introduced several schemes to assist domestic companies in developing a
global strategy to exploit opportunities in the expanding local and international markets.

The Belt and Road Initiative is a global development strategy adopted by the Chinese
government in 2013, which involves infrastructure development and investments in nearly
70 countries and international organizations in Asia, Europe, and Africa.

© The Author(s), under exclusive license to Springer Nature Singapore Pte Ltd. 2020
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has since risen sharply to 143.04 billion US dollars in 2018, a 48-
fold increase over 15 years. Chinese corporations have therefore made
tremendous progress in the magnitude of transnational investment.

However, compared with MNCs in developed countries, which have
been running their business for a long period of time, Chinese MNCs are
relatively newer players in operating international businesses and partici-
pating in global competition. Due to the complexity of the stakeholder
relationships involved among home countries and host countries, Chinese
MNCs have faced many unprecedented challenges in multinational busi-
ness operation and governance. The institutional differences caused by the
regulatory systems in different countries further expose Chinese MNCs
to a variety of institutional constraints, which exacerbates the uncertainty
of operating their international business and conducting multinational
governance.

Over the last few decades, many leading Chinese companies have grad-
ually developed international business operations, using a “learning by
doing” approach based on their understanding of transnational gover-
nance. Given the importance that firms’ governance structure can have on
their implementation of corporate strategic decisions, including outward
foreign direct investment, the entry mode and location of overseas
ventures, corporate governance has been viewed as a system of inter-
related general and institutional elements of multinational corporations.
Thus, most of the existing Chinese MNCs have a urgent need to know
about what efficient and effective governance structures and mecha-
nisms of multinational corporations should be, and how to improve
their current governance structures to facilitate multinational business
operations and enhance the quality of multinational governance, thereby
gaining certain types of competitive advantages in the long run.

In this regard, it is important and worthwhile to sort out and explore
current typical problems faced by Chinese MNCs in their international
business operations and transnational governance, and to analyze whether
and how corporate governance as an important institutional element of
MNCs affects different stages of their internationalization process. Such
exploration and analysis can improve their ability to conduct transnational
governance, thereby facilitating the implementation of the “Going Out”
national strategy. However, based on research conducted to date, little is
known about these important issues related to Chinese MNCs.

Thus, the aims and objectives of this book are to identify various diffi-
culties encountered by Chinese MNCs when they employ “going out”
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strategies, such as misunderstanding of institutional differences between
home countries and host countries and inefficient or inappropriate entry
mode and location of overseas investments. Moreover, this foundational
knowledge is used to investigate the effect of their corporate gover-
nance practices and adjustments that take the form of corresponding
countermeasures in international business operations and transnational
governance, which is all considered in the context of globalization.

Specifically, this book provides a review of eight typical cases and exam-
ples selected from current practices of Chinese MNCs across various
industries by using a case study approach. The book identifies and
analyzes the deficiencies and challenges faced by a number of Chinese
MNCs associated with their involvement in the internationalization
process, and it also explores how Chinese MNCs deal with issues,
such as ownership control, board of directors, governance mechanisms,
and performance incentives in transnational governance. The book also
describes the characteristics, experiences, and lessons of these Chinese
MNCs when they operate internationally and conduct transnational
governance, thereby providing valuable practical insights and implications
to facilitate both the development of Chinese MNCs and the implementa-
tion of “Going Out” strategies. For example, by analyzing eight Chinese
case studies, the book is the first to identify and suggest three impor-
tant governance mechanisms implemented by Chinese MNCs, namely
stakeholder governance, board of director’s governance and executive
governance. The book also suggests a typical evolutionary process of
corporate internationalization, which includes the following four stages:
(1) the basic stage; (2) the transition stage; (3) the conflict stage; and (4)
the formation stage. These important revelations and suggestions detailed
in this book provide new insights and guidelines for how to improve
practices and the implementation of business operations by existing and
potential multinational corporations.

This book consists of eight case study chapters. The second chapter
analyzes the multinational governance of Alibaba Group, an E-commerce
giant, and its strategies of overseas investment and governance. This case
study not only explores the evolution of Alibaba Group’s parent compa-
ny’s equity, board structure, corporate control rights, but it also sorts out
and summarizes the strategies and challenges of Alibaba’s transnational
governance and overseas entry mode.

The third chapter analyzes the transnational governance of Geely
Group’s acquisition of Volvo. From the perspectives of Geely Group’s


