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Abstract

Previous studies indicated that when Taiwanese invest in China, their
decisions regarding the region and the industry of investment influence their
probability of success or failure. However, few studies have examined the
influence of internationalization, firm size, and firm characteristics on the
performance of the Parent and Subsidiary companies. Therefore, this study
investigates the relationship between the above three variables and the
financial performance of Taiwanese firms investing in China. Research data is
obtained from two databases - Taiwan Economic Journal (TEJ) and China
Credit Information Service (CCIS). The research subjects are the Taiwan Stock
Exchange Corporation (TSEC) and OTC listed companies in Taiwan that have
already invested in China. The analytical results demonstrate that the larger
and more internationalized the investment scope of the subsidiaries, the
more significant for the financial performance is. In terms of firm
characteristics, the financial performance of firms located in the Yangtze
River Delta exceeds that of firms located in the Pearl River Delta. Regarding
the investment industry, the financial performance of the metal and
machinery manufacturing industries exceed that of other industries. Finally,
parent firms that adopt a wholly owned approach to investment will exhibit a
better financial performance. Results of this study provide Taiwanese
businessmen with a valuable reference in developing investment strategy.
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