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Foreword

I was grateful to have been asked to keynote the conference, China Goes 
Global, held by a consortium of universities at the Harvard Kennedy 
School in 2008. While events regarding China and India, or the so-called 
BRIC countries, are increasingly numerous, it is rare to find a collection 
of a large number of serious scholars and observers dedicated to under-
standing any one of these countries in the depth that this event did.

On my initial perusing of the draft papers at the conference stage, my 
thoughts gravitated to two issues, one on which China is a leader and 
one on which it is a laggard. The issues refer, first, to the resurgence of 
the state, and, second, to the emasculated role of civil society in 
China.

Why are these of interest to a conference focused on China going 
global? That is an easy question to answer for the first topic, most of the 
outbound investment from China is in the form of entities controlled 
by the state, including conventional state-owned-enterprises but also 
the newer sovereign wealth funds. It is easier to understand both ante-
cedents and consequences of the globalization of state-controlled 
entities with a deeper appreciation of the political economy of the 
Chinese state, as a number of papers and presentations at the confer-
ence did skillfully. And the rest of the world can learn about some 
aspects of the management of state-owned enterprises, particularly at a 
time that even market-based economies are being forced by rampant 
financial distress to accept a greater role for the state.

As an example, consider the energy industry. Increasingly, China, 
Russia, the Middle East, and other oil-producing regions are ensuring 
that a greater percentage of the world’s oil resources are in the hands of 
state-owned enterprises, muscling aside the Western “majors” (BP, 
Amoco, Total, Exxon). Even joint ventures between state-owned enter-
prises are becoming more common—for example, consider a Kuwaiti 
investment in a US $5 billion refinery in Guangdong province, a Saudi 
crude oil facility on Hainan Island, and a potential Saudi Aramco-
Sinopec joint venture. Clearly understanding the motivations of state-
owned enterprises is key.1

What about civil society? A vibrant civic consciousness exists in 
China, of that there can be no doubt. The response by Chinese citizens 
to provide aid to victims of the Chengdu earthquake in Sichuan province 
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in May 2008 provided recent evidence. But civic consciousness has not 
been allowed to develop unfettered in China. It is true that there are 
several hopeful changes—for example, media is free to discuss most 
economic issues—but several more are feasible. Ultimately, a robust 
civil society will ensure a fuller consensus among the Chinese people 
for all manner of issues, including the nature and extent to which China 
remains open to the outside world.

Social scientists learn from variation, and inter-country experience 
comparisons are an important source of such variation. Consider the 
China-India comparison, a subject of recent interest to me.2 The stre-
ngth of the Chinese state is brought starkly into relief by comparing it 
to India’s; and the weakness of China’s civil society is likewise highlighted 
by comparing it to the efflorescence of India’s. It was refreshing to com-
parative reasoning reflected in the conference papers, presentations 
and discussions.

Of course, these issues are merely illustrative, certainly not the only 
ones of great salience. The assembled papers provide information—
descriptive, clinical information as well as information more in the 
vein of hypothesis testing—on a range of topics concerning why, how, 
and where Chinese firms have gone global, and to what effect.

It gives me pleasure to commend this collection to any serious observer 
of China, academic, policymaker or manager.

TARUN KHANNA

Harvard Business School
Harvard University

Cambridge, MA
January 2009

Notes

1. Rawi Abdelal, Ayesha Khan, and Tarun Khanna. Where oil-rich nations are 
placing their bets. Harvard Business Review, 86 (9) (September 2008): 119–128.

2. Tarun Khanna. Billions of Entrepreneurs: How China and India Are Reshaping 
Their Futures and Yours. Harvard Business School Press, 2008.
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Introduction
Ilan Alon, Julian Chang, Marc Fetscherin, 
Christoph Lattemann, and John R. McIntyre

1

The literature on the globalization of Chinese enterprises is gradually 
coming of age. A few books and landmark articles have been produced 
in recent years (examples include Nolan & Zhang, 2002; Matheus, 2002; 
Zeng & Williamson, 2004; Child & Rodrigues, 2005; Buckley, et al., 2007; 
Alon & McIntyre, 2008). But numerous research gaps remain. This book 
represents an effort to address research questions that have emerged in 
this growing important literature. The extant literature, particularly in 
the West, reflects a demand for a fuller, more operational and testable 
understanding of changing Chinese institutions, resource capabilities, 
and evolving structural forms, in the context of a rapidly restructuring 
global economy.

Because of the systemic features of the Chinese political economy 
the Chinese approach to firm internationalization yields new and often 
unexplored patterns of behavior. Tarun Khanna noted in the Preface to 
this volume that a distinguishing hallmark of Chinese outbound invest-
ment is that it is primarily undertaken by state-controlled enterprises, 
organically tied into the Chinese political economy. Market-based indus-
trial organization has not been considered the final solution to issues of 
Chinese firm internationalization. This may reflect lessons that reach 
beyond the scope of our work at a time when the state seems to be step-
ping in to rescue capitalism in leading postindustrial economies.

Undoubtedly, China’s opening to the world economy has impacted on 
its domestic political economy. But the “puzzles” of China’s economic 
development, identified by Shaomin Li, continue to yield a complex pat-
tern of outbound internationalization (Li, 2008, pp. xiv–xvi). This volume 
seeks answers to these dilemmas and to shed light on the evolving “rules 
of the game” that govern Chinese outbound firm internationalization in 
a challenging context of political transformation.
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2 Ilan Alon et al.

This book has its origins in a research conference held at the Harvard 
Kennedy School, Harvard University, in October 2008. Scholars from 
over 20 countries (including Australia, Bangladesh, Brazil, Canada, 
China, Denmark, the United Kingdom, France, Germany, Hong Kong 
China, India, Israel, Japan, Norway, Puerto Rico, Singapore, Spain, 
Switzerland, the Netherlands, and the United States) and connected to 
Asian and management research centers, universities, multilateral devel-
opment institutions, gathered in Cambridge, Massachusetts, on October 8, 
2008 to reflect on these topics. Coorganized by the Harvard Kennedy 
School’s Asia Programs, the Crummer Graduate School of Business, 
and Rollins China Center, the Georgia Institute of Technology’s Center 
for International Business Education and Research, and the Potsdam 
University’s Chair for Corporate Governance and E-Commerce, with 
support from the Humboldt Foundation of Germany, among others, 
the best research papers presented and discussed at the conference were 
subsequently selected through a competitive referee process for inclu-
sion here.

This research volume is organized along three main axes or parts, 
moving deductively from the general environment to specific land-
mark case studies:

Political economy and governance1. 
International trade and investment patterns2. 
Industry cases.3. 

Political economy and governance

The development of the Chinese multinational corporations (MNC) 
is a new feature of globalization. In the context of the globalization 
of Chinese MNC, the first part deals with the political economy and 
governance of China. The contemporary discourse of Chinese enter-
prise internationalization will be discussed from different theoreti-
cal perspectives. These show how the internationalization of Chinese 
enterprises will reshape global competition, and how the new corporate 
governance structures impact on the long-term performance of state-
owned enterprises (SOEs) in China.

In Chapter 1, which functions as a kind of overview chapter, Francis 
Schortgen provides insights on the environmental context of inter-
nationalizing Chinese firms, focusing on the political economy. The 
combination of officially sanctioned support for a so-called “Go-Out” 
(zou chu qu) strategy, “Deep Reform” (shenhua gaige) commitment, and 
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