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Foreign Acquisition and the Overseas Market Expansion
of Target Enterprises
YANG Chao ZHANG Chenyan
Abstract: Foreign direct investment (FDI) plays an important role in the integration
of target enterprises into the international circulation. This paper uses data from Chinese
Industrial Enterprise Database and China Customs Database, employing a combination of
generalized exact matching and difference-in-differences methods for empirical analysis.
Our research evaluates the effects of foreign acquisition on the overseas market expansion
of target firms. Findings indicate that foreign acquisition enhances the target firms’ propen-
sity towards both exports and imports, promotes their overseas market adjustment,
broadens their export destination and import source markets, and facilitates trade with geo-
graphically distant countries. Further analysis reveals that foreign acquisition promotes
target firms’ trade through both intensive and extensive margins, as demonstrated by an ex-
pansion of the value of exports and imports, as well as an increase in the variety of export
and import products. Additionally, this study uncovers a differentiated “headquarters
effect” , showing that foreign acquisition from regions beyond Hong Kong, Macao, and
Taiwan of China has a more pronounced impact on the target firms’ overseas market expan-
sion. This study elucidates the role of FDI in fostering firms’ overseas market expansion
and integration into the international circulation, and provides policy implications for opti-
mizing the utilization of FDI.
Keywords: Foreign Acquisition; Target Enterprises; Overseas Market Expansion;
Market Scope; “Headquarters Effect”
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