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1.

Introduction

After being the largest recipient of foreign direct investments (FDIs) among developing
countries for more than two decades, China has become an important outbound investor,
especially since the so-called ‘Go Global’ strategy was launched in 1999, as an effort by
the Chinese government to promote investments abroad. The government, together
with the China Council for the Promotion of International Trade (CCPIT), introduced
several schemes to assist domestic companies in developing a global strategy to exploit
opportunities for expanding in international markets. Since then, Chinese companies,
especially state-owned enterprises and mostly large companies, but increasingly also
medium-sized ones, have invested overseas to diversify their assets and location
portfolios. In the following years, especially since 2006, China has accelerated its
outward expansion through FDIs, and in 2015 it became the third largest in the world
after the United States and Japan, while remaining the third main destination of FDIs,
after the United States and Hong Kong (UNCTAD 2016). In particular, in 2014 China’s
outstanding investment stock amounted to around USD 730 billion, which is around
3 per cent of all outward FDI in the world (UNCTAD 2016). In terms of destinations,
the largest share of Chinese FDI stock is located in Hong Kong (58 per cent) and,
overall, 84 per cent of the entire stock is directed to other developing countries (in
particular, South-East Asia, 5 per cent and Sub-Saharan Africa, 3 per cent). Among the
destinations in advanced economies, the EU (6 per cent) and the US (3 per cent) are
among the top ones; it is worth adding that FDI stocks directed to Europe increased by
around 77 times from 2003 to 2012, higher than in the United States, where Chinese
FDIs rose by 47 times (UNCTAD 2014).
In this chapter, we rely on firm-level data on investment deals by Chinese firms to
provide an updated picture of Chinese outward FDI patterns in Europe. In the following
section, we introduce our data sources and present a map of Chinese investments in the
EU1 by sector, country and entry mode. Then with a focus on greenfield investments,
we offer a description of their distribution along the value chain in the recipient
sectors. There follows an analysis of acquisitions, with a focus on those in the high-tech
industries. We conclude with some policy implications.

1.

In this chapter we refer to European Union (EU) in terms of the following countries: Austria, Belgium, Croatia,
Republic of Cyprus, Czech Republic, Denmark, Estonia, Finland, France, Germany, Greece, Hungary, Ireland,
Italy, Latvia, Lithuania, Luxembourg, Malta, Netherlands, Poland, Portugal, Romania, Slovakia, Slovenia, Spain,
Sweden and the UK.
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2.

An overview of Chinese greenfield FDI and mergers and
acquisitions in the European Union

This chapter relies on data at the level of both deals and firms to map the presence
of Chinese investors in the European Union by sector and country. This represents
an advantage with respect to most of the existing studies, which are based either on
aggregate FDI data from the balance of payments or on official FDI data from the Chinese
Ministry of Commerce (MOFCOM) (among others, see Buckley et al. 2007, Kolstad and
Wiig 2012).2 Our data come from different sources. Information on Chinese greenfield
investments to the EU in 2003–2014 are from FDI Markets (Financial Times Group),
which is a deal-based database reporting all cross-border investments resulting in a
wholly-owned subsidiary covering all sectors and countries worldwide. FDI Markets
collects data through media sources and companies’ websites. For each investment, it
provides details about the name and the location of the investor, the year of the deal,
the sector, the main business activity undertaken with the project and the location
where the investment takes place (in terms of country, region and city).
Merger and acquisitions data are obtained from two different sources. The first is
Zephyr (Bureau van Dijk’s – BvD) and the second SDC Platinum (Thomson Reuter).3
On mergers and acquisitions there is information such as the name and location of
the acquirer and the target company, the status of the deal (‘completed’, ‘rumour’,
‘pending’), the percentage of ownership transferred from the target to the investor
and the date of the project. In the current analysis, we have taken into account all the
‘completed’ deals by Chinese acquirers of EU targets within the time-span 2003–2014.
For the period from 2003 to 2011, the data about greenfield investments and
acquisitions have been matched and harmonised at the firm level (both investors and
target companies), including information about the ownership structure, the location
of domestic and foreign subsidiaries, the sector of economic activity, the consolidated
and unconsolidated balance indicators, some firm size variables, the names and types
of shareholders and patenting activity. All these additional variables have been sourced
by the database Orbis, published by Bureau van Dijk.
It is useful to add that our unit of analysis is the number of deals, which is more
appropriate than the value of the investment when investigating the location strategies
of multinationals because the choice of a specific country might be largely independent
of the (initial) amount of capital invested. Moreover, the investment size varies widely
across sectors, with resource-intensive industries showing higher average investment
size than consumer goods sectors or services. This is the main reason why several
empirical studies have chosen the number of deals (and not the investment size) as
their unit of analysis (among others see Crescenzi et al. 2014; Amighini et al. 2013;
Amighini and Franco 2013; Ramasamy et al. 2012).
2.

3.
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FDI data provided by MOFCOM are based on officially approved investments. Despite recent data improvements
and the formal commitment by MOFCOM to comply with international standards, there are still some concerns
about their reliability and within the research community there is broad consensus that there are problems of
underestimation. For a detailed analysis of these methodological problems see Amighini et al. 2014.
A total of 41 per cent of the deals in EMENDATA are both in Zephyr and SDC Platinum, 28 per cent are reported
only in Zephyr and 31 per cent are only in SDC Platinum.
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Based on the data sources described above, Figure 1 shows the geographical distribution
of Chinese FDIs in the EU. Between 2003 and 2014, the countries receiving the largest
number of investments are Germany, United Kingdom France, Netherlands Italy and
Spain. These countries account for almost 76 per cent of the total of Chinese investments
in the EU. Other important destinations are Hungary, Ireland, Poland, Romania
and Sweden. Interesting differences come out when considering the geography of
investments together with their entry mode. Greenfield deals are more widespread
across the EU countries, also locating in Central and Eastern Europe (mainly in
Bulgaria, Hungary, Poland and Romania). Instead, mergers and acquisitions are much
more concentrated in the EU ‘core’, as well as in the Northern EU countries (Finland
and Sweden).
Figure 1

The geography of Chinese investments in the EU (2003–2014) (number of deals)
All deals
from 36 to 458
from 17 to 36
from 8 to 17
from 1 to 8

Source: fDi Markets and BvD Zephyr.
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Figure 1

The geography of Chinese investments in the EU (2003–2014) (Cont.)
Greenfield deals
from 36 to 404
from 15.5 to 36
from 7 to 15.5
from 1 to 7

M&A deals
from 11 to 54
from 4 to 11
from 1to 4
from 1 to 1

Source: fDi Markets and BvD Zephyr.
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Table 1 provides a snapshot of the top destination countries. Germany is by far the
top destination of Chinese investments, receiving 37 per cent of total investments (458
deals): 39 per cent of greenfield projects (404 deals) and 26 per cent of mergers and
acquisitions (54 deals). The United Kingdom follows at a certain distance, with less
than half of the investments directed to Germany (202), but a number of mergers and
acquisitions that is only slightly lower than those in Germany (41). The other European
countries receiving a large number of investments are France (104), Netherlands (66),
Italy (57) and Spain (49).
Table 1

Top destinations in the EU (number of deals and %)
Mergers and acquisitions

Total

Greenfield

Germany

54

(26.3)

404

(39.3)

458

(37.1)

United Kingdom

41

(20)

161

(15.6)

202

(16.3)

France

27

(13.2)

77

(7.5)

104

(8.4)

Netherlands

24

(11.7)

42

(4.1)

66

(5.3)

Italy

16

(7.8)

41

(4)

57

(4.6)

Spain

6

(2.9)

43

(4.2)

49

(4.0)

Total above

168

(82)

768

(74.6)

936

(75.8)

Total EU

205

(100)

1029

(100)

1234

(100)

Source: fDi Markets and BvD Zephyr.

In general, greenfield investments are by far the most preferred entry mode, reaching
83 per cent of the total investments (1,029 out of 1,234). Moreover, as shown in Figure
2 considering time trends, greenfield investments increased up to 2011 and then started
to decrease, while mergers and acquisitions increased continuously.
To explain the propensity to use different entry modes, we may refer to a recent
econometric analysis (Cozza et al. 2015) carried out on the same data sources of
greenfield investments and acquisitions, also including a control group of Chinese
companies without foreign investments, similar to the investors with respect to their
structural characteristics, such as size, age and sector specialisation. In this empirical
exercise the authors find that Chinese investors register higher productivity than noninvesting firms, but this effect materialises only some years after the initial investment.
Some interesting differences in these results occur when distinguishing investments by
entry mode. It is shown that greenfield investments show a stronger and faster impact
on company size, and total sales, confirming the importance of market-seeking motives.
Instead, acquisitions result in negative financial performance, although facilitating
early access to intangible assets and confirming their orientation to the strategic asset
seeking motivation, which will be further investigated later in the chapter.
Extending our descriptive analysis to sector- and investor-levels across the different
entry modes, for the period 2003–2011, Table 2 shows that Chinese FDI in Europe is
very concentrated not only in terms of destination countries (as seen in Table 1), but
also target sectors. In particular, almost half of the Chinese investments (48 per cent)
are directed to only four industries: electronics (128 deals), machinery and engines
(114), communications (97) and automotive (62). Moreover, the machinery and engines
Chinese investment in Europe: corporate strategies and labour relations
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Chinese FDI to the EU (2003–2014)
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Source: fDi Markets and BvD Zephyr.

sector hosts the largest number of mergers and acquisitions (35 or 21 per cent), while
the electronics and communications industries receive the largest amount of greenfield
investments (114 and 97, respectively).
Table 3 shows the distribution of Chinese FDIs across the top destination sectors and the
main EU destination countries, presenting a very concentrated pattern. The machinery
and engines sector receives the largest share of Chinese investments in Germany and
the United Kingdom (45.6 per cent and 33.1 per cent of total investments, respectively);
in Italy and Spain the most targeted sector is electronics (33.3 per cent and 64.3 per
cent, respectively); finally, communications is the top destination industry in France
(48 per cent) and in the Netherlands (along with electronics with 28.6 per cent).
Table 4 lists the six investing companies with more than 10 deals, which undertake
around 16 per cent of all Chinese FDIs in the EU. Multinationals investing through
complex entry mode strategies (both greenfield and mergers and acquisitions) belong
to the capital- and knowledge-intensive manufacturing industry, such as automotive
(SAIC), chemicals (ChemChina, China National Chemical), and energy (Suntech Power
Holdings). Interestingly, investors in the service sector (ICBC) and in the electronics
industry (Huawei and ZTE) only invest using the greenfield entry mode.
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Table 2

Top destination sectors in the EU (number of deals and %) (2003–2011)

Sector
Communications

Total

Greenfield

Mergers and acquisitions

Automotive

13

(7.7)

49

(7.2)

62

(7.4)

0

(0.0)

97

(14.4)

97

(11.5)

Electronics

14

(8.3)

114

(16.9)

128

(15.2)

Machinery & engines

35

(20.8)

79

(11.7)

114

(13.6)

168

(100)

673

(100)

841

(100)

All sectors
Source: fDi Markets and BvD Zephyr.

Table 3

Investments in top destination sectors and top destination countries
(number of deals and %) (2003–2011)

Sector

France

Germany

Italy

Netherlands

Automotive

0

(0.0)

19 (12.7)

8 (29.6)

3

Communications

12 (48.0)

17 (11.4)

8 (29.6)

Electronics

4 (16.0)

45 (30.3)

9 (33.3)

Machinery & engines

9 (36.0)

68 (45.6)

2

Total

25 (100)

149 (100)

(21.4)

Spain
0

UK

Total

(0.0)

16 (34.8)

46 (16.7)

4 (28.6)

5 (35.7)

16 (34.8)

62 (22.6)

4 (28.6)

9 (64.3)

5 (10.9)

76 (27.6)

(7.5)

3

(21.4)

0

9 (19.5)

91 (33.1)

27 (100)

14

(100)

(0.0)

14 (100)

46 (100) 275 (100)

Source: fDi Markets and BvD Zephyr.

As previously indicated, the FDI Markets database provides information about 18
specific business activities carried out through investments. This information makes
it possible to locate investments along the value chain and, following Sturgeon’s
classification (2008), we have associated each business activity with one of the following
value chain stages: Headquarters (HQ), Innovative Activities (INNOVATION),
Commercial Activities (SALES), Logistics and Distribution Activities (LOG & DIST),
and Manufacturing Activities (MANUFACTURING).4
Table 4

Top investors (number of deals and %) (2003–2011)

Company

Mergers and acquisitions

Greenfield

Total

Huawei Technologies

0

(0.0)

52

(7.7)

52

(6.2)

ZTE

0

(0.0)

24

(3.5)

24

(2.8)

China National Chemical

9

(5.3)

13

(1.9)

22

(2.6)

Industrial and Commercial Bank of China (ICBC)

0

(0.0)

15

(2.2)

15

(1.8)

Shanghai Automotive Industry Corporation (SAIC)

3

(1.8)

8

(1.2)

11

(1.3)

Suntech Power Holdings

1

(0.6)

9

(1.3)

10

(1.2)

168

(100)

All investors

673 (100)

841 (100)

Source: fDi Markets and BvD Zephyr.

4.

Each value chain stage includes, besides core activities, also support activities, such as Business Services (HQ),
Human Resource Management (INNOVATION), Technical Services and Customer and After-sales Services
(SALES) and Firm Infrastructure (MANUFACTURING). The exact correspondence between fDi Markets
business activities and value chain stages is the same as in Crescenzi et al. (2013).
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Figure 3 shows that the majority of Chinese greenfield investments in the EU are for
commercial purposes (48 per cent), being classified in sales, marketing and retail
activities. Headquarters and manufacturing activities are also important, as they
represent, respectively, 21 per cent and 18 per cent of all activities. Finally, innovative
activities (R&D, design, development and testing, training), along with logistic and
distribution activities currently represent a smaller share of Chinese investments
(respectively, 9.5 per cent and 4 per cent).
Figure 3

Distribution of investments along the value chain (2003–2014)

Hq
20.99%
Innovation
9.524%

Sales
47.72%

Log&dist
3.984%
Manufacturing
17.78%
Source: fDi Markets and BvD Zephyr.

Figure 4 presents the trend of the different business activities. Interestingly, commercial
activities have been decreasing over recent years, while investments associated with
manufacturing and innovative activities, have been – albeit slowly – increasing.
Finally, the geography of Chinese investments in the EU seems to differ according to
the business activities undertaken (Figure 5). In particular, while commercial activities
are more homogeneously spread over European countries, higher value-added
activities (Headquarters and Innovation) are more concentrated in the EU ‘core’, in
France, Germany, Italy, Netherlands and the United Kingdom. Remarkably, the map
of greenfield investments associated with innovative activities almost overlaps with
that of mergers and acquisitions (Figure 1) and this might suggest that the mergers
and acquisitions entry mode is more likely to be chosen for asset-seeking purposes
(Amendolagine et al. 2015). Finally, manufacturing activities are mostly associated
with investments undertaken not only in the EU ‘core’, but also in lower labour cost
economies in the eastern part of the EU (Poland and Romania).
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Investments over time along the value chain
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Source: fDi Markets and BvD Zephyr.

Figure 5

Map of Chinese investments in the EU by value chain stage (2003–2014)
(number of deals)
Sales
from 15 to 269
from 6 to 14
from 3 to 5
from 1 to 2
0

Chinese investment in Europe: corporate strategies and labour relations

107

Vito Amendolagine and Roberta Rabellotti

Figure 5

Map of Chinese investments in the EU by value chain stage (2003–2014)
(number of deals) (Cont.)
HQ
from 8 to 66
from 4 to 7
from 2 to 3
1
0

Manufacturing
from 11 to 23
from 5 to 10
from 1 to 4
1
0

Source: fDi Markets and BvD Zephyr.
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Figure 5

Map of Chinese investments in the EU by value chain stage (2003–2014)
(number of deals) (Cont.)
Innovation
from 10 to 23
from 5 to 9
from 2 to 4
1
0

Source: fDi Markets and BvD Zephyr.

3.

Are Chinese mergers and acquisitions in the EU supporting
technology catch-up?

Overall, Chinese cross-border acquisitions have risen both in value and world share,
reaching a peak in 2013 of more than USD 50 billion $, corresponding to about 20 per
cent of all acquisitions worldwide and almost 50 per cent of the total outflows from China
(Figure 6) (UNCTAD 2016). In 2015, Chinese acquisitions represented 34 per cent of
total outflows and according to UNCTAD (2016) a number of cross-border megadeals,
such as Haier’s acquisition of GE Appliances in the USA, ChemChina’s purchases of
Pirelli in Italy and Syngenta in Switzerland, as well as Cosco’s deal for Piraeus Port have
reinforced China’s position as a leading investor in developed economies.
As highlighted above, Figure 2 shows that although most Chinese FDI in the EU
comprises greenfield investments, the number of multinationals deals has been
almost constantly increasing since 2003. In terms of destinations, France, Germany
and the United Kingdom hosted 16 deals in 2014, 47 per cent of Chinese cross-border
acquisitions in that year (Figure 7). Considering the value of acquisitions, in 2012 the
above countries received almost USD 9 billion FDI from China; that is, about 50 per cent
of all Chinese FDI stock in the EU countries (UNCTAD 2016). Overall, Germany hosted
the largest share of Chinese acquisitions from 2003 to 2011 (26 per cent). However,
Chinese investment in Europe: corporate strategies and labour relations
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looking at the dynamic trends represented in Figure 7, the top destinations of Chinese
cross-border acquisitions appear to have changed over time: the United Kingdom
hosted the largest share of Chinese acquisitions from 2007 to 2010, when Germany
became the top destination. France was a very important target at the beginning of the
period, attracting 50 per cent in 2003 and 38 per cent of deals in 2004.
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Chinese cross-border acquisitions (value and %)

Figure 6
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Source: UNCTAD 2016.

Figure 7

Top country target of Chinese mergers and acquisitions
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Source: Bvd Zephyr and SDC Platinum.
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3.1 High-tech acquisitions
Chinese cross-border acquisitions of companies in advanced countries are generally
considered the fastest and most effective mean of accessing strategic assets and
key capabilities (Chung and Alcácer 2002). They are a key strategy for Chinese
multinational enterprises to acquire technology and brands, deepen marketing and R&D
capabilities, access distribution networks and generally augment their managerial and
organisational skills (Amendolagine et al. 2015; Cozza et al. 2015; Gammeltoft 2008;
Zhou et al. 2014). This is widely documented by several studies of Chinese investments
in the advanced countries (Amighini et al. 2013; Buckley et al. 2007; Rabbiosi et al.
2012). Through these acquisitions Chinese multinationals lacking technological firmspecific advantages may be able to close their technological gap with incumbent firms in
advanced countries, acquiring new skills and competences in organisation, technology
and management (Cui et al. 2014; Vermeulen and Barkema 2001). Moreover, through
acquisitions, Chinese multinationals seek to access local knowledge embedded in
the regions where their target firms are located, via the development of formal and/
or informal networks with local actors such as suppliers, customers, universities
and research centres (Cantwell and Mudambi 2011; Li et al. 2012; Piscitello et al.
2015). Thus, regions with strong technological bases offer Chinese multinationals the
opportunity to tap into a rich pool of knowledge and to upgrade their technological
capabilities and skills accordingly (Awate et al. 2015).
Chinese medium to high tech acquisitions5 increased substantially from 2003 to 2011
in the EU, following the general trend presented in Figure 2. In particular since 2007,
with a downturn in 2010, the rise has been quite significant. Overall, they represent 43
per cent of Chinese cross-border acquisitions in the EU countries in our database.
Table 5 provides some information about the geographical and sectoral distribution of
Chinese medium and high-tech acquisitions in the EU countries. Almost 80 per cent
of the acquisitions are in manufacturing: the automotive industry and the machinery
and equipment industries attract around 21 per cent of all Chinese medium to high tech
acquisitions; both electronics and chemical industries receive around 16 per cent of all
investments. In the service industry, 18 per cent of the acquisitions are in the computer
and programming industry and the remaining ones are in publishing, information
services and telecommunications.
Acquisitions in Germany are mainly in the automotive industry with investments going
to Bavaria, a key specialised cluster, and in the machine industry, in which the main
attracting regions are again Bavaria and Baden Wurttemberg, both highly specialised.
In the automotive industry, Chinese companies have also made acquisitions in the
United Kingdom and in France, targeting regions with strong specialisation in the
sector, such as the southern Alpine region of France. In Italy, Chinese acquisitions
target the manufacturing sector (mainly electronics and machinery) in Lombardy.
5.

We define medium and high-tech acquisitions according to the industry classification of investors. For
deals extracted from BvD Zephyr, we employed the 2-digit NACE codes: 20, 21, 26, 27, 28, 29, and 30 (for
manufacturing) and 59, 60, 61, 62, 63, 64, 65 66, 69, 70, 71, 72, 73, 74, 78, and 80 (for services). Instead, the
SDC Classification was used for the deals taken from the SDC-Platinum database.
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In Belgium and in Portugal, Chinese multinationals have made acquisitions in the
chemical sector, and in Austria the automotive industry. In the Netherlands half of the
acquisitions are in the chemical and electronics sectors (mostly in the western region).
Finally, in computer and programming Chinese acquisitions target France and the
United Kingdom.
Table 5
Country

China’s outward FDI stock in central and eastern European countries: main forms,
sectors and companies
Chemicals
and pharmaceuticals

Electronics
and electric
products

Machinery
and
equipment

Austria

Computer
Other
Other
programservice
manuming and industries
facturing
industries consultancy

Total

1 (8.3)

Belgium
France

1 (33.3)

1 (11.1)
1 (8.3)

2 (16.7)
Alpes Cote
d’Azur

4 (44.4)
Baden Wurttemberg

8 (66.7)
Baden Wurttemberg and
Bavaria

4 (33.3)
Bavaria

2 (22.2)
Lombardy

2 (16.7)
Lombardy

2 (22.2)
West
Netherlands

1 (8.3)

1 (11.1)

Germany

Italy
Netherlands

2 (22.2)

Portugal

1 (11.1)

1 (33.3)

1 (11.1)

6 (10.7)

3 (33.3)

20 (35.7)

1 (33.3)
Lombardy

5 (8.9)

1 (8.3)

2 (22.2)

1 (8.3)

1 (11.11)

2 (3.6)

1 (50.0)
South East

2 (22.2)

9 (16.0)

2(100)

9 (100)

56 (100)

3 (25.0)
Greater
London

3 (33.3)
Yorkshire
9 (100)

2 (3.6)
1 (50.0)
Ile de France

8 (14.3)

1 (1.79)

Sweden
United
Kingdom

1 (1.8)
2 (3.6)

2 (22.2)

Denmark

Total

Motor
vehicles
and other
transport
equipment

9 (100)

12 (100)

12(100)

3 (100)

Source: Bvd Zephyr and SDC Platinum.

Figure 8 shows the geographical origin of the Chinese multinationals that undertook
medium to high tech acquisitions in the EU. More than 60 per cent of them are from
only four provinces: Beijing (25 per cent), Hong Kong (18 per cent),6 Zhejiang, the
region south of Shanghai, (11 per cent) and Jiangsu (7 per cent) north of Shanghai.
Other important home regions are in the eastern side of the country: Shanghai, Jiangxi,
Shandong and, finally, Guangdong, on the border with Hong Kong.

6.

112

Acquisitions originating from Hong Kong, undertaken by companies from mainland China are included.
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Figure 8

Geographical origin of Chinese high tech mergers and acquisitions (2003–2011)
from 3 to 14

Number of cross-border acquisitions in EU-27

from 2 to 3
1
0

Source: BvD Orbis.

3.2 Impact on the innovation capacity of Chinese multinationals
Although the theory of international business and strategic management generally
supports a positive effect of mergers and acquisitions on acquirers’ innovation
capabilities (Cohen and Levinthal 1989; Grant 1996; Lane and Lubatkin 1998; Kapoor
and Lim 2007; Nelson and Winter 1982), the empirical evidence is rather inconclusive
(de Man and Duyster 2005). In particular, the restructuring of R&D operations after
acquisition can drive possible negative effects by reducing R&D personnel or replacing
top managers (Colombo and Rabbiosi 2014). Furthermore, the urgent necessity of
showing how successful the acquisition is might lead to a privileging of investments
with short-terms rewards over more risky and uncertain investments, such as those in
innovation (Valentini 2012).
In addition, when investing in advanced economies, multinationals from emerging
markets not only suffer from the ‘liability of foreignness’ (like all other multinationals),
due to the geographical, cultural and institutional distance between the home and host
countries (Kostova and Zaheer 1999; Zaheer 1995; Hymer 1976). They also suffer from
Chinese investment in Europe: corporate strategies and labour relations
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what one might call the ‘liability of emergingness’, which is related to their emerging
market origin, which reduces their legitimacy in advanced markets (Madhok and
Kayhani 2012; Ramachandran and Pant 2010).
Table 6 illustrates the post-deal innovation performance of Chinese investors that have
undertaken medium/medium-high tech multinationals in Europe, showing how the
number of their patent applications7 within three years after the deal vary according to:
(i) their knowledge base before the acquisition; (ii) the knowledge base of their acquired
companies; and (iii) the knowledge base of the host regions. The knowledge base of
both acquirers and acquired companies is measured as the sum of the patents applied
in the five years before the deal, plus their respective backward citations and that of the
host regions8, where the acquired firm is located, is measured as the logarithm of the
cumulated number of PCT (Patent Cooperation Treaty) patents per capita in the five
years before the deal.
Table 6

INPADOC patents in the three years after the acquisition (mean values)

(0)

(1)

Low acquirer knowledge base

High acquirer knowledge base

5.37

322.5

Low acquired knowledge base

High acquired knowledge base

62.91

0.64

Low host region knowledge base

High host region knowledge base

76.19

28.57

Difference (1-0)

T-Stat

317.12

8.63*

-62.27

-1.27

-47.62

-1.21

Note: * Significant at 1% level.
Source: Bvd Zephyr, SDC Platinum, PATSTAT.

Looking at post-deal patent applications, Chinese investors with a high knowledge
base before the acquisition – larger than the mean value of 55.52 – benefit much more
from their acquisitions in Europe than acquirers with a low knowledge base (lower
than the mean value). The difference between the mean number of patents applied
by companies with a high knowledge base and that applied by companies with a low
knowledge base is 317 (statistically significant at 1 per cent). This result confirms the
literature on absorptive capacity (Cohen and Levinthal 1989) and technology capability
accumulation (Bell and Pavit 1993; Lall 1992), clearly making the point that a large
knowledge base is needed to acquire new knowledge (Cantwell and Mudambi 2011).
Besides, the patenting performance of the acquirers targeting companies with a high
knowledge base (larger than the mean value of 4.82) is worse than that of multinationals
acquiring enterprises with a low knowledge base. On average, companies targeting
low knowledge base companies apply for 62.27 more patents than those with high
knowledge base targets. This result could be explained by the ‘liability of emergingness’
of the acquirers, which can be particularly harmful when targets have a very high
7.
8.
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We use INPADOC (International Patent Documentation) families as unit of measurement in order to consider
the entire patenting production of companies and, further, to avoid double counting. Data are drawn from
PATSTAT database.
Regions are defined at NUTS2 level.
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knowledge base. In these cases, acquired companies might be willing to protect their
innovation capabilities, limiting the transfer of knowledge to their acquirers (Awate et
al. 2015; Hansen et al. 2016).
Finally, the ‘liability of emergingness’ also plays a role when Chinese acquisitions are
directed to highly innovative regions, where universities, other local firms and business
service providers can represent a potential source of knowledge for the acquirers
(Beugelsdijk and Mudambi 2013; Dau 2013; Iammarino and McCann 2013; Meyer et
al. 2011; Mudambi and Swift 2011). As a matter of fact, in these innovative regions we
can expect that the willingness of local actors to share their knowledge with Chinese
investors would be very weak. Table 6 confirms the inferior post-deal innovation
performance (28.57 patents on average) of multinationals acquiring companies located
in highly innovative regions (those with a number of PCT patents per capita larger
than the mean value), while the number of post-deal patents is larger for companies
investing in low knowledge base regions (76.19 patents on average).

3.3 Some case studies
Some qualitative evidence about recent acquisitions confirms the difficulties Chinese
multinationals are still facing in their attempt to acquire knowledge with their
investments in Europe. An interesting case is the takeover of the French Thomson TV
business by the Chinese company TCL in 2004. In 2006, just two years after the deal,
TCL reported a cumulative loss of USD 680 million. There were several reasons for
this failure: first, TCL lacked a proper financial and competitive plan at the moment
of acquisition; second, the acquirer was also deficient in terms of its ability to absorb
knowledge-relative assets from the target company, mostly because Chinese managers
had poor international experience in global marketing; and finally, the cultural distance
turned out to be a big issue because Chinese management had to deal with local
managers and workers accustomed to different rules and routines (Deng 2010).
Qianjiang Group (QJ), one of the top Chinese state-owned enterprises and the largest
Chinese motorcycle producer, faced similar difficulties in the takeover of the Italian
motorbike producer Benelli (Spigarelli et al. 2012). With this acquisition, QJ was
targeting the technology necessary to produce more energy-saving and environmentallyfriendly motorbikes, following the general plan of the Chinese government to reduce
CO2 emissions. However, several issues hindered integration with the Italian company,
including communication problems in the technical area, major cultural differences in
terms of laws and rules and, particularly, a business strategy focusing more on shortterm goals (reducing costs) than on long-run objectives.
Another interesting case is the Delta Group, a Chinese supplier of biomass boiler
and power plants, which acquired two world-leading biomass technology companies
in Denmark between 2007 and 2009 (Hansen et al. 2016). It also faced integration
problems and difficulties in developing innovative capabilities, notwithstanding strong
political support, given that the development of a biomass energy sector was also
aimed at increasing Chinese rural farmers’ incomes by offering them the opportunity
Chinese investment in Europe: corporate strategies and labour relations
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to supply agriculture biomass waste to power plants. The Delta Group has benefitted
from its acquisitions in terms of product, process and functional upgrading, thanks to
the knowledge transfer of processes and more advanced control procedures. However,
the ability to manage the acquired knowledge resources turned out to be quite limited
and therefore technological catch-up has not yet been achieved.
The Volvo takeover by Geely in 2010 is an interesting case, showing that Chinese
companies are rapidly learning from their previous mistakes and increasingly able to
take advantage of the experience accumulated. Geely is among the top ten automobile
producers in China and one of the top 500 Chinese companies (Fetscherin and
Beuttenmuller 2012). Having some previous experience in international cross-border
acquisitions (in 2006 it acquired the British Manganese Bronze Holdings, London’s
leading taxi company and in 2009 the Australian auto parts maker Drivetrain Systems
International), Geely undertook the largest Chinese acquisition of a foreign carmaker
by taking over 100 per cent of Volvo from Ford Motor Company for USD 1.8 billion.
Since the acquisition, Geely has increased profits and sales volume and has been able
to upgrade the quality of its cars in terms of safety, energy efficiency and environmental
protection. Furthermore, it has filed about 1,200 patents (30 of which have been
granted outside China) (Fetscherin and Beuttenmuller 2012).
It is still too early to draw conclusions but we expect that Chinese companies will be
increasingly more careful in choosing their targets and will improve their acquisition
strategies, relying on the so-called ‘light touch approach’, leaving a lot of autonomy
to their acquired firms in the immediate post-acquisition phase (Liu and Woywode
2013; Zheng et al. 2016). Indeed, some recent Chinese deals in Europe, such as the
acquisition of the 143-year-old Italian company Pirelli, one of the largest tire makers
worldwide, and that of Syngenta, a big Swiss maker of seeds and pesticides – both by
ChemChina – show that Chinese multinationals are becoming more sophisticated and
hands-off with regard to their acquisitions (The Economist 2016).9

4.

Conclusions

In this chapter we have mapped the patterns of Chinese FDIs in Europe with firm-level
data. Our analysis shows that Chinese FDIs in Europe are concentrated in a few host
countries (the largest European economies), which account for the majority of Chinese
investments in the EU. Moreover, they are concentrated in a few sectors, namely
automotive, communications, electronics, machinery and engines. Interestingly,
while the majority of investments have so far aimed at servicing European markets
through sales by foreign subsidiaries, producing in Europe is increasing among Chinese
multinationals. Central and Eastern Europe is an important destination for greenfield
investment for manufacturing purposes, which suggest that intra-regional differences
in the business environment and factor advantages are relevant elements driving the
location choices of Chinese investors (Crescenzi et al. 2016).

9.
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An increasingly important motivation for Chinese investments is the acquisition of
strategic assets, which is taking place through greenfield investments and increasingly
through acquisitions. There is evidence that buying knowledge and technology
are complex activities that require strong absorptive capacity and also signals that
Chinese multinational are rapidly learning how to be successful in their asset-seeking
acquisitions.
Policymakers in advanced countries will need to find ways of ensuring that these
acquisitions are equally beneficial and asset-augmenting for the taken-over firms
and for the regions where they are located, especially when their technological assets
are of strategic value for the countries they belong to. They should try to minimise
the probability of predatory behaviour and attract investors interested in embedding
themselves where their acquired companies are located (Giuliani et al. 2014).
Acquisitions and the arrival of new entrepreneurial forces from emerging countries
may open up opportunities for advanced host country managers and entrepreneurs
to learn from the new investors, which could be exploited to bridge the cultural and
market distance with emerging economies.
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