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Summary 

China is on the rise, with its remarkable economic growth and active diplomatic policies, 

affected by and also impacting the global political economy. Chinese outward foreign direct 

investment (OFDI) has increased dramatically with the economic integration in the world 

since 2001. Europe became the fastest growing destination of Chinese outward foreign 

investment after 2008. This research was conducted to explain the underlying rationale 

behind Chinese OFDI in the European Union (the EU), by exploring the research question: 

‘how and why do Chinese investors invest increasingly in the EU since 2002?’ 

Overview 

To answer this question, the dissertation first reviewed the status quo of the existing 

theoretical approaches, finding that a relatively comprehensive analytical framework was 

needed because of the complex dynamics of globalization (Chapter 1). After introducing the 

landscape of Chinese OFDI in the EU from 2002 to 2018 (Chapter 2), we selected three 

Chinese multinational firms’ FDI in the EU to apply and elaborate on this framework. These 

case studies present the motivations and strategies of firms with different ownerships (state-

owned, employee-owned or private) in selected industries (shipping industry, automobile 

industry as well as information and communication technology industry) against the 

backdrop of domestic and global political economy. They are China Ocean Shipping 

Company (COSCO)’s investment in the Piraeus Port (Chapter 3), Chinese automotive 

manufacturer Zhejiang Geely’s successful acquisition of Volvo Car in 2010 (Chapter 4), and 

Huawei Technologies’ business performance in the EU (Chapter 5). 

Approach 

The “levels of analysis problematic” is used as a framework to analyze different actors 

involved in Chinese firms’ OFDI in the EU. In this comprehensive framework, we integrate 

several theoretical approaches to investigate as many relevant factors as possible impacting 

Chinese investment in the EU and further to highlight the key factors at certain levels. In 

terms of the research methodology, a broad mix of data and methods are applied in this study. 

Quantitative data are used to describe the facts of Chinese OFDI in the EU while qualitative 

data such as government documents, public media news coverage and first-hand personal 
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interviews are subjected to content analysis and discourse analysis in the case studies. This 

study also applies smart eclectic conceptual analysis to integrate various theories within the 

levels of analysis framework (Chapter 7). Combined with the analysis of the implications of 

Chinese OFDI in the EU for China’s economic growth strategy (Chapter 6), the dissertation 

aims to provide a quite comprehensive analysis.  

Findings 

This study has found that Chinese OFDI in the EU has been increasing in the post-financial 

crisis period, revealing new patterns compared to before the global financial crisis (2002-

2008). This could be explained by two sets of factors. The forced privatization of 

(undervalued) assets in the EU due to the Eurozone debt crisis, as well as a relatively friendly 

investment environment, are pull factors, attracting Chinese investors to the EU; the main 

push factors are the Chinese efforts to reduce dependence on export and reliance on the US 

dollar, as manifested in the Chinese government’s Going Global Policy. However, with 

increasing Chinese investment flushing into the EU and with the dynamics of globalization, 

the EU recently shifted to a more cautious attitude towards Chinese OFDI. The pull effect 

appears to be gradually fading. 

This study also has found that existing opinions on Chinese state-owned enterprises and the 

role of the Chinese government in Chinese OFDI in the EU need to be revised. First, the key 

individuals in non-SOEs are as might be expected most influential in the decision-making 

and promotion of OFDI, but the roles of their counterparts in SOEs are actually important as 

well. Secondly, Chinese SOEs’ investment in the EU serves political intentions to some 

extent. However, we find that SOE investments in the EU are mainly driven by commercial 

considerations just as with Chinese private firms. Third, contrary to the existing opinion that 

the Chinese government is inclined to favor SOEs, in reality the Chinese government adopted 

a pragmatic approach to supporting Chinese firms’ OFDI in the EU, no matter whether the 

firm is state-owned or not. 

This study also has shown that OFDI is a key factor in China’s economic development. 

Chinese OFDI in the EU displays an important turning point in China’s growth path, shifting 

from export and inward investment-driven growth to export and outward investment-driven 

growth. This implies China’s accumulation strategies gradually transferred from a Ricardian 
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strategy (1978-2001) to a Kaldorian strategy (2002-2018). Meanwhile, China’ s growth 

model shares with Japan and Korea: for instance, exports as an important driving force for 

economic growth. But it also has different features, especially on FDI policy. 

In addition, this study has found that Chinese OFDI in the EU also reflected the changes in 

global capital accumulation and the transformation of global production networks. For one 

thing, it represents large capital flows from an emerging economy to the advanced economies. 

For another, in terms of global production, industrial leaders, in order to keep their leading 

position, can and must nowadays focus on the high value-added activities in the value chain 

rather than control the overall value chain. Latecomers may thus catch up by moving up and 

positioning in the high added-value parts in the global value chain through leapfrogging. 

This dissertation contributes to providing a relatively comprehensive analytical framework 

based on the levels-of-analysis problematic, and then integrates various complementary 

theoretical approaches, using a variety of data. This comprehensive approach transcends the 

traditional single perspective to analyze the phenomena; instead, it employs various 

perspectives to capture the complex interaction among actors involved in the dynamic 

globalization process. It is hoped that this study thereby offers fruitful suggestions for further 

research on understanding the rise of China in a changing world.  
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Samenvatting 

China is in opkomst. Met haar opmerkelijke economische groei en actieve diplomatie 

beïnvloedt ze, en wordt ze beïnvloedt door, de mondiale politieke economie. Sinds 2001, met 

de toenemende economische integratie in de wereld, zijn de uitgaande buitenlandse directe 

investeringen van China dramatisch gestegen. Europa werd de snelst groeiende bestemming 

van Chinese uitgaande buitenlandse investeringen na 2008. Dit onderzoek beoogt de 

onderliggende grondgedachte achter de Chinese buitenlandse directe investeringen in de EU 

te verklaren, door de vraag te onderzoeken: hoe en waarom investeren Chinese 

investeerders in toenemende mate in de EU sinds 2002?  

Overzicht 

Om deze vraag te beantwoorden, heeft de dissertatie de bestaande theoretische benaderingen 

beoordeeld. Op basis hiervan werd geconstateerd dat een relatief veelomvattend analytisch 

kader noodzakelijk was vanwege de complexe dynamiek van globalisering (hoofdstuk 1).  

Nadat het landschap van Chinese uitgaande buitenlandse directe investeringen in de EU van 

2002 tot 2018 in kaart is gebracht (hoofdstuk 2) werden de buitenlandse directe investeringen 

in de EU van drie Chinese multinationale bedrijven geselecteerd om het analytisch kader op 

toe te passen. Deze casestudies laten de motivaties en strategieën van de bedrijven zien tegen 

de achtergrond van de binnenlandse en mondiale politieke economie. Ze verschillen qua 

eigendomsstructuur (staatsbedrijven, werknemersbedrijven of private bedrijven) en type 

industrie (scheepvaart-, auto- en ict-industrie): de investering van China Ocean Shipping 

Company (COSCO) in Piraeus Port (hoofdstuk 3), de succesvolle aankoop door China’s 

autofabrikant Zhejiang Geely van Volvo in 2010 (hoofdstuk 4) en bedrijfsprestaties van 

Huawei Technologies in de EU (hoofdstuk 5).  

Benadering 

De “analyseniveau problematiek” is gebruikt als raamwerk om de verschillende actoren, die 

betrokken waren bij de uitgaande buitenlandse directe investeringen van Chinese bedrijven 

in de EU, te analyseren. In dit veelomvattende raamwerk zijn verschillende theoretische 

benaderingen geïntegreerd om zoveel mogelijk relevante factoren te onderzoeken die van 

invloed zijn op de Chinese investering in de EU. Daarnaast worden de sleutelfactoren op 
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bepaalde niveaus benadrukt. Wat betreft de onderzoeksmethodologie is er een brede scala 

aan data en methodes toegepast. De kwantitatieve data zijn gebruikt om de feiten van Chinese 

uitgaande buitenlandse investeringen in de EU te beschrijven. De kwalitatieve data, zoals 

overheidsdocumenten, nieuwsberichten in de publieke media en persoonlijke interviews, 

werden geanalyseerd met inhoudsanalyse en discours analyse in de casestudies. Dit 

onderzoek past een eclectische conceptuele analyse toe die verschillende theorieën integreert 

in het analyseniveau-kader (hoofdstuk 7). De combinatie van deze casestudies met de analyse 

van de implicaties van Chinese uitgaande buitenlandse investeringen in de EU voor China’s 

economische groeistrategie (hoofdstuk 6) beoogt een veelomvattende analyse te geven.  

Bevindingen  

Deze studie laat zien dat Chinese uitgaande buitenlandse investeringen in de EU zijn 

toegenomen in de periode na de financiële crisis. Door een vergelijking met de periode voor 

de wereldwijde financiële crisis (2002-2008) worden nieuwe patronen zichtbaar. Deze 

kunnen verklaard worden door twee soorten factoren. De gedwongen privatisering van 

(ondergewaardeerde) bezittingen in de EU vanwege de schuldencrisis in de Eurozone en de 

relatief vriendelijke investeringsomgeving zijn pull factoren die Chinese investeerders 

aantrekt. De belangrijkste push factoren zijn de Chinese pogingen om haar afhankelijkheid 

van de Amerikaanse export en dollar te verminderen, zoals duidelijk wordt in het Chinese 

“Going Global” beleid. Met de toenemende Chinese investering in de EU en de dynamiek 

van globalisering is de EU recent echter meer terughoudend geworden ten aanzien van 

Chinese uitgaande directe buitenlandse investeringen. Het pull-effect lijkt langzamerhand te 

vervagen.  

Dit onderzoek laat ook zien dat bestaande opinies over Chinese staatsbedrijven en de rol van 

de Chinese regering in de Chinese uitgaande directe buitenlandse investeringen in de EU aan 

een herziening toe is. Ten eerste, de belangrijkste individuen in de niet-staatsbedrijven 

hebben, zoals verwacht mocht worden, de meeste invloed in de besluitvorming en promotie 

van uitgaande directe buitenlandse investeringen. Maar de rol van hun tegenhangers in de 

staatsbedrijven is wel degelijk van belang. Ten tweede, de investering van Chinese 

staatsbedrijven in de EU dient, tot op zeker hoogte, politieke intenties. De investeringen van 

staatsbedrijven in de EU worden echter voornamelijk gedreven door commerciële 

overwegingen, evenals het geval is bij Chinese private bedrijven. Ten derde, in tegenstelling 
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tot de heersende opvatting dat de Chinese overheid geneigd is staatsbedrijven voor te trekken, 

wordt duidelijk dat de Chinese regering een pragmatische benadering had ten aanzien van 

het steunen van uitgaande buitenlandse directe investeringen van Chinese bedrijven in de EU, 

of het nu om een staatsbedrijf ging of niet.  

Uit dit onderzoek blijkt dat uitgaande buitenlandse directe investeringen een sleutelfactor 

zijn in China’s economische ontwikkeling. De uitgaande buitenlandse directe investering van 

China in de EU geeft een belangrijk keerpunt in China’s groeipad weer – een verandering 

van een groeipad gebaseerd op export en inkomende investeringen naar export en uitgaande 

investeringen. Dit impliceert dat China’s accumulatie strategie geleidelijk overging van een 

Ricardiaanse strategie (1978-2001) naar een Kaldoriaanse strategie (2002-2018). China’s 

groeimodel lijkt hierin op die van Japan en Korea: export als een belangrijke drijvende kracht 

voor economische groei. Maar het heeft ook onderscheidende kenmerken, met name als het 

gaat om buitenlandse directe investeringen.  

Uit dit onderzoek is tevens gebleken dat Chinese uitgaande buitenlandse directe 

investeringen in de EU een verandering in de wereldwijde kapitaal accumulatie en de 

transformatie van wereldwijde productienetwerken reflecteert. Zo is het een voorbeeld van 

grote kapitaalstromen van een opkomende economie naar een geavanceerde economie. 

Daarnaast moeten industriële leiders om hun leidende positie te behouden zich nu, als het 

gaat om wereldwijde productie, richten op activiteiten met een hoge toegevoegde waarde in 

de waardeketen in plaats van de gehele waardeketen te controleren. Nieuwe bedrijven zouden 

kunnen aanhaken door zich te positioneren in die delen van de waardeketen met een hoge 

toegevoegde waarde door middel van een technologische voorsprong.  

Kortom, deze dissertatie biedt een relatief veelomvattend analytisch kader gebaseerd op de 

analyseniveau problematiek, integreert verschillende complementaire theoretische 

perspectieven en baseert zich op diverse data. Door verschillende perspectieven in te brengen 

om de complexe interactie tussen actoren, die betrokken zijn bij het dynamische 

globaliseringsproces, te vangen overstijgt deze dissertatie de traditionele focus op een 

eenzijdig perspectief om het fenomeen te analyseren. Hiermee kan het onderzoek nuttige 

suggesties bieden voor verder onderzoek naar de opkomst van China in een veranderende 

wereld.  
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1 Chapter 1. Introduction: Chinese outward foreign direct investment in 

the European Union: the approach divergence and integration 

1.1 Introduction  

China is on the rise, and its remarkable economic growth and active diplomacy have had a 

great impact on the global political economy. With a nearly ten percent annual Gross 

Domestic Product (GDP) growth rate in the past 40 years (The World Bank, 2017), China 

has become the second largest economy after the United States (US). Nowadays, it is not 

surprising to see “Made in China” products sold all over the world, as China became the 

world’s top producer in 2011 (Marsh, 2011) and overtook the US as the world’s largest goods 

exporter in 2014 (Anderlini & Hornby, 2014). Meanwhile, as the world’s fastest-growing 

major economy, China is also the world’s fastest-growing consumer market (Barnett, 2013). 

The economic rise of China is considered an “economic miracle”, because it took a mere 

three decades for the country to achieve the progress that took Europe several centuries, and 

the US almost a century. 

China has become a major economic power since the implementation of the “Reform and 

Open Policy” in 1978. Benefiting from inward foreign direct investment (IFDI), China 

restructured its industrial system, gradually turning into a market-oriented economy. The 

opening of China coincided with the intensification of globalization in the 1980s and 1990s, 

and its rise as a major trading economy was consolidated when it joined the World Trade 

Organization (the WTO) in 2001. With its relatively cheap and high-quality labor force and 

preferential policy support, China became a successful competitor in the international 

division of labour: deeply involved in global production networks as the “world’s factory”. 

With the further overseas expansion of Chinese firms and their ever deeper involvement in 

globalization, China gradually adjusted its export-led economic growth and became a new 

player in the field of outward foreign direct investment (OFDI). And, where western 

economies were heavily affected by the 2008 global financial crisis, China, by contrast, 

experienced only a brief slowdown of its fast-paced growth and continued to grow its 

international economic activities, which reveals the character of its rise in the post-crisis era. 

China’s OFDI has increased remarkably since 2001. In the aftermath of the global financial 
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crisis (2008-09), global FDI outflows dropped dramatically, from US$ 2.3 trillion in 2007, to 

US$ 1.4 trillion in 2012, a 38.8 percent decline. This stood in sharp contrast with China’s 

FDI outflows, which jumped from US$ 26.5 billion in 2007 to US$ 84.2 billion in 2012, 

making it the third largest investor after the United States and Japan (UNCTAD, 2013). By 

early 2015, China had become a net capital exporter for the first time in its history (Xinhua, 

2015). In terms of geographical distribution of China’s OFDI, although Europe only 

represented 2.8 percent of the total stocks in 2008, far behind Asia (71.4 percent), Latin 

America (17.5 percent) and Africa (4.2 percent) (MOFCOM, NBS, & SAFE, 2009), it has 

become the fastest growing destination of China’s OFDI after 2008. China’s OFDI stock in 

the European Union (the EU) reached US$ 69.8 billion by 2016, increasing almost 22 times 

compared to 2008 (US$ 3.2 billion) (MOFCOM, NBS, & SAFE, 2017). The growth of 

Chinese investments in the EU reveals a new era for Chinese capital, shifting investment 

interests from resource-rich developing economies to advanced economies (Hanemann & 

Huotari, 2015). This shift also demonstrates the transformation of Chinese economic policy 

in the new era. 

The US and the EU have had mixed responses to China’s rise, and especially its increasing 

OFDI in developed economies. The US Congress and US media have been seriously 

concerned about incoming Chinese FDI, as Chinese foreign investment in the US has been 

growing rapidly from a low base. According to Rhodium Group, Chinese investment in the 

US was negligible between 1990 and 2005. The first big deal occurred when Lenovo 

successfully acquired IBM’s PC Division for US$ 1.75 billion in 2005 (Hanemaan, Rosen, 

& Gao, 2017).  

The Committee on Foreign Investment in the United States (CFIUS) plays a key role in 

reviewing Chinese foreign investment in the US from the perspective of national security. 

Although Chinese investment in the US increased rapidly in the years after the 2008-09 

financial crisis, all aspiring Chinese corporate investors still must undergo review by CFIUS. 

One example of the Committee’s actions is the failed attempt of the China National Offshore 

Oil Corporation (CNOOC) to acquire Unocal, a US oil company,  in 2005 (White, 2005). 

Between 2007 and 2009, Chinese companies filed 13 notices with CFIUS, and 60 notices 

between 2010 and 2013 (Moran, 2015). CFIUS proved very vigilant against Chinese firms 

in sensitive sectors such as energy, IT and food; many deals failed to get approval (Jackson, 

2018). For instance, CFIUS blocked Huawei Technologies, a Chinese IT company, when, as 
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a minor participant with Bain Capital it tried to purchase the technology manufacturer 3COM 

in 2008 (Waters & Politi, 2008) and attempted to acquire US server technology company 

3Leaf assets (Reuters Staff, 2011b). In both cases CFIUS blocked the deals. Huawei has been 

effectively blocked from gaining access to the American market by the US government (T. 

Li, 2018). And since 2019, with the escalation of the bilateral trade war, Huawei has been at 

the center of the political and economic controversy between China and the US. Hence, 

Huawei appears to be suffering from a series of hostile polices enacted by the US government 

(The Economist, 2019). 

Therefore, in light of the restricted investment environment in the US, Chinese investors 

increasingly turned to investing in the EU. The EU is a more open market and also has a more 

complementary industrial structure (Yukon Huang, 2017). Especially in the aftermath of the 

Eurozone financial crisis (2010-2012), Chinese investors are attracted by under-valued assets 

as well as by advanced technologies in the EU. The cash-strapped southern European 

governments have looked to Beijing for help with their budget woes (Wagner, 2010), while 

other EU member states like Germany and France generally welcome Chinese investment as 

“as a boost to its economy and an opportunity to expand into fast growing Asian markets” 

(Reuters Staff, 2016); expected Chinese investment “displays a growing firepower helping 

reshape the global economy” (Hook & Sakoui, 2012). However, the growing rate of Chinese 

investment in the EU, especially in the fields of advanced technology, infrastructure, and 

energy, has raised concerns about the role of the Chinese State, the lack of reciprocity and 

fair competition, along with the political implications that Chinese investments bring 

(Seaman, Mikko, & Otero-Iglesias, 2017). The European Parliament started a debate on 

foreign direct investment screening in light of increasing Chinese FDI inflows in May 2017 

(Grieger, 2017), and then in September of the same year, the European Commission proposed 

to establish a framework for the screening of the security impact of foreign direct investment 

at the EU level (European Commission, 2017). 

Chinese FDI in the US and the EU is a relatively recent feature in the rise of China and is 

being studied widely (Bremmer, 2008; Hong & Sun, 2006; Hung, 2008; Knoerich, 2012; Luo, 

Xue, & Han, 2010; H. Yeung & Liu, 2008). This dissertation focuses on Chinese OFDI in the 

EU, primarily because of the extraordinarily rapid growth of Chinese investment in the area 

in the years since the start of the “Going Global” policy. The year 2002 is chosen as the 

starting point, because, although outward FDI started much earlier, there has been a dramatic 
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increase from the early 2000s, coinciding with China’s accession to the WTO in December 

2001. Also, Chinese enterprises are encouraged to go out in the ‘Going Global’ policy, which 

was officially launched in the Third Session of the Ninth National People’s Congress, and 

finally consolidated during the Chinese Communist Party’s 16th Congress in 2002. 

1.2 Research question  

Why have Chinese investors increased OFDI in the EU, particularly since the breakout of the 

European sovereign debt crisis? Scholars in economics, business, and political economy hold 

different opinions on the drivers and determinants of Chinese outward investment in the EU. 

Some believe that Chinese direct investment in the EU is driven overwhelmingly by 

commercial motives (Rosen & Hanemann, 2012), while some fears arise because of the major 

role played by sovereign wealth funds and state-owned companies supported by the Chinese 

government, which leads to questions about the political implications of Chinese investment 

in resources, infrastructure and technology (Brown, 2012; Gavin, 2012).  

With increasing Chinese capital sidling into Europe, some Sino-phobia has also reared its 

head. Chinese investment in the EU has been seen as a “scramble for Europe”, in which 

motives are related to the economic policy and international political economy strategy of 

the Chinese state (Godement, Parelle-Plessner, & Richard, 2011). Given China’s “market 

system with socialist characteristics”, it is a challenge to understand the motivations of 

Chinese outward investment in the EU because of the impacts of the government on 

enterprises.* 

Meanwhile, economists (Buckley, Cross, Tan, Xin, & Voss, 2008; Luo et al., 2010; Voss, 

Buckley, & Cross, 2009) tend to understand Chinese OFDI from the context of the domestic 

institutional policy-making perspective, but often overlook the interaction between domestic 

and international political economy. Engaging in a broader interdisciplinary discussion can 

help to understand how Chinese OFDI is driven by a variety of factors interacting at different 

levels of analysis (firm, state and global market) and of an economic, political and cultural 

 
* This study does not obey the strict definition differences on firm, company and enterprises, as well as 

multinational enterprises (MNEs) and transnational companies. Generally, Chinese investors are various, 

including MNEs, state-owned enterprises (SOEs), investing funds and individuals. However, since some 

Chinese firms became MNEs through OFDI (M&A or greenfield investment), in this study Chinese firms 

are discussed as main actors for OFDI. 
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nature. 

Therefore, this dissertation posses the following overarching research questions: 

How and why do Chinese investors increasingly invest in the EU since 2002 ? 

To answer this question, the analtyical framework of this dissertation will be introduced as 

follows.  

1.3 Analytical framework  

1.3.1 Theoretical state of the art  

Generally, foreign direct investment is studied in the field of international business. 

Multinational or transnational enterprises (MNEs or TNEs) as the main actors undertaking 

FDI are analyzed from a number of perspectives: 

• At the firm level, FDI is studied in terms of firm motivation (Dunning, 1988, 

1993; Hosseini, 2005), as an entry mode (Aggarwal & Ramaswami, 1992; Chang & 

Rosenzweig, 2001), or as a strategy for internationalization (Buckley & Casson, 

1998); 

• The determinants of FDI are studied from the institutional perspective 

(Bénassy-Quéré, Coupet, & Mayer, 2007; Peng, Wang, & Jiang, 2008);  

• And, from a macro-level perspective, FDI is studied in terms of the impact 

on economic growth (Alfaro, Chanda, Kalemli-Ozcan, & Sayek, 2004; Borensztein, 

De Gregorio, & Lee, 1998).  

The specific driving forces behind Chinese OFDI have attracted growing academic attention 

in a variety of disciplines. In the existing literature, three main approaches can be 

distinguished. First, most studies concentrate on the enterprises’ behavior from an 

international business perspective, because the enterprises are the key actors undertaking 

OFDI (Deng, 2004; Ramasamy, Yeung, & Laforet, 2012; C. Wang, Hong, Kafouros, & 

Boateng, 2012; Y. Zhang & Filippov, 2009). Second, some studies depart from an 

institutional perspective, analyzing the institutional environments of both home and host 

countries (Child & Marinova, 2014; Gao, Liu, & Lioliou, 2015; Q. Li & Liang, 2012). A third 

approach is the political economy perspective, which focuses on the role that the Chinese 
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government plays in economic development and in OFDI (Gugler & Boie, 2008a; Luo et al., 

2010; Rugman & Li, 2007). These three approaches will be presented in the section below. 

1.3.1.1 The business studies approach  

The driving factors of investors conducting overseas investment are studied mainly from the 

economic and international business perspectives, in the discussion of the 

internationalization of firms, especially of multinational enterprises (MNEs). The motivation 

of MNEs is a critical part of mainstream FDI theories. On the one hand, firms are seen to 

conduct outbound investment on the basis of strategic considerations aimed at gaining 

competitive advantage. Firms invest abroad to overcome domestic competition due to market 

imperfections (Hymer, 1960) or to optimize their investment portfolios (Aliber, 1971). In the 

industrial context, reducing transaction costs across national boundaries by internalizing 

activities (Buckley & Casson, 1976) as well as risk diversification (Rugman, 1981) are 

among other motivations of firms for OFDI.   

Dunning argues that the factors above only explain part of FDI flows. He identifies four main 

motivations of firms for FDI: resource-seeking, market-seeking, efficiency-seeking and 

strategic-asset-seeking (Dunning, 1993)*—based on his eclectic paradigm of international 

production by identifying ownership, location and internalization (OLI) as advantages that 

stimulate internationalization (Dunning, 1977). This theory provides the general picture of 

MNEs investing overseas pursuing a set of different aims.  

Gerschenkron provides another perspective on late industrialisers. Relative disadvantage for 

firms was another factor in the late industrialized economies. The pursuit of strategic assets 

in particular drives these firms to internationalize (Gerschenkron, 1962). Latecomer firms 

investing abroad for technology and know-how have been subject to a resource-based 

analysis of the fast growing East Asian economies, such as Japan, Taiwan, South Korea, Hong 

Kong, and Singapore (Mathews, 2002). This latecomer perspective explains how firms in 

 
* Physical resources, such as minerals, raw materials and agriculture products; cheap and well motive unskilled labor or 

semi-skilled labor; and technology, management or marketing expertise and organizational skills are the factors that attract 

enterprises to invest in. Firms undertake market-seeking investment in order to protect existing markets or to exploit or 

promote new markets. Efficiency is sought through FDI by taking advantage of different factor endowments, cultures, 

institutional arrangements, economic systems and policies and market structures. To sustain or advance the international 

competitiveness, MNEs usually seek the assets of foreign corporations as a strategy for development. Meanwhile, Dunning 

describes three other minor motivations , they are escape investment, support investment and passive investment (Dunning, 

1993, pp. 58-59) . 
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emerging economies conduct FDI to obtain assets in which they have competitive 

disadvantages to reduce the gaps with advanced economies.  

With regard to Chinese OFDI, Child and Rodrigues (2005) put China into the latecomer 

category. They point out that contrary to mainstream theory, Chinese firms in search of 

technological and brand assets need to compensate for their competitive disadvantage 

through internationalization. However, more studies (Buckley et al., 2008; Deng, 2004; 

Gugler & Boie, 2008b; Ramasamy et al., 2012; Schüller & Turner, 2005) explain Chinese 

MNEs engaging in FDI by employing Dunning’s general motivation of FDI theory. Generally, 

Chinese companies investing abroad seek alternative ways of achieving corporate growth or 

realize corporate strategy (Schüller & Turner, 2005). To acquire natural resources and gain 

access to markets are two main drivers for Chinese investment in the early phase, and through 

time the focus increasingly shifts towards obtaining technology, establishing global 

recognized brands or making diversification (Deng, 2004). Geographically, Chinese firms 

seek different factor endowments through OFDI in different areas. For instance, through 

investment in Africa and Latin America Chinese firms seek natural resources, and in 

Southeast Asia there is a search for cheap labor, land and other factor inputs reducing costs 

to improve productive efficiency (Buckley et al., 2008). But Chinese firms in the US and 

Europe seek markets and strategic assets such as technology and brand names (Clegg & Voss, 

2012; Rosen & Hanemann, 2012). Moreover, the crisis in the EU (2010-2012) provided good 

opportunities for Chinese firms to expand with discounted prices, and thus escape the 

overcapacity and increasing competition at home (Nicolas  & Thomasen, 2008). From the 

analysis above, it can be seen that Chinese enterprises conduct OFDI mainly based on rational 

considerations, pursuing commercially inspired internationalization strategies.  

This business studies approach explains the development of OFDI at the firm level, but it has 

two main shortcomings. First, the analytical model is basically built on the experience of 

western MNEs, even if some studies have noted the specificity of Chinese OFDI from the 

latecomer perspective (Buckley et al., 2007; Cui, Meyer, & Hu, 2014; Gugler & Boie, 2008b; 

P. P. Li, 2007). Secondly, this approach, which includes those contributions considers the 

specificities of latecomer firms, and ontologically prioritizes the firm as the key actor. They 

do not pay much attention to how firms interact with the government, the market and society, 

how firms are embedded in the wider context of politics and society (Child & Rodrigues, 

2005). For this, there is literature that can be characterized as institutional approaches. 
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1.3.1.2 The institutional approach  

Different from the economic approach above, an institution perspective views firms as social 

actors, whose decisions and behaviors are embedded in and influenced by the historical and 

social context as well as their institutional environments (Child & Marinova, 2014). This 

view reflects two sides of the institution functions; the firms’ decisions or behaviors of OFDI 

are the result of, or response to, the institutional framework, which is still firm-specific, while 

the institution framework could facilitate or constrain the firms’ internationalization (C. 

Wang, Hong, Kafouros, & Boateng, 2012). Specifically, the host countries’ institutional 

framework is studied as one factor attracting firms’ OFDI when making reference to the firms’ 

OFDI locations (Buckley, Yu, Liu, Munjal, & Tao, 2016; Child & Marinova, 2014), while 

most studies concentrate on a firms’ own strategic choice (C. Wang, Hong, Kafouros, & 

Boateng, 2012), or the home-country’s regulation framework (Cui & Jiang, 2009, 2010).   

The institutional framework in host countries is one pull factor for Chinese OFDI (Buckley 

et al., 2016), and the host country’s context, combined with the home country’s context for 

Chinese overseas-investing firms should be emphasized (Child & Marinova, 2014). In 

addition, the effects of institutional distance and cultural proximity as well as the business 

network between the home and host country markets on Chinese firms’ overseas investment 

have also been analyzed from this perspective (Lu, Liu, Wright, & Filatotchev, 2014; B. Ren, 

Liang, & Zheng, 2012). However, most studies focus on the impacts of the home country’s 

institutional framework on Chinese OFDI. Two aspects are regularly emphasized: a) the firms’ 

ownership; b) government policy (Buckley et al., 2008; Luo et al., 2010; B. Ren, Liang, & 

Zheng, 2010; K. Zhang, 2005). 

• Ownership of Chinese firms 

Given that China has a ‘market system with socialist characteristics’, studies note that it needs 

a special theory of Chinese OFDI and to look into Chinese MNEs with home country 

ownership advantages (Buckley et al., 2007; Gugler & Boie, 2008b; Ramasamy et al., 2012). 

Because the enterprises are institutionally linked with (central or local) governments through 

shareholding. The attribute of ownership determines the firms’ basic organizational structure, 

the access to the resources and governmental policy support. State-owned enterprises (SOEs) 
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have been playing an important role in the national economy, while private enterprises (PEs)* 

are growing in importance. With respect to Chinese OFDI, state-owned companies, 

especially those in strategic industries, are still the dominant actors undertaking OFDI, while 

non-state-owned entities such as private firms and sovereign wealth funds are emerging as 

global investors. According to 2016 statistics from the Ministry of Commerce of China, only 

two private companies are listed in the top 20 companies ranked by OFDI stocks, while non-

state-owned entities have become major players in OFDI, accounting for 68 percent of the 

total OFDI flows (MOFCOM et al., 2017). Indeed, the differences related to OFDI of Chinese 

firms with different ownerships not only can be seen from the position of OFDI structure, 

but also in the field of governmental policy. In terms of ownership, studies have found out 

that Chinese firms’ FDI decisions not only depend on the host country’s institutional 

requirements, but also are influenced by home country’s regulation framework (Cui & Jiang, 

2009, 2010). Empirically, studies find a pattern of SOEs and private companies’ different 

motivations and strategies for OFDI locations (Amighini, Rabellotti, & Sanfilippo, 2013; X. 

Huang & Renyong, 2014; Ramasamy et al., 2012), which is also typical in Europe 

(Hanemann & Huotari, 2015; Rosen & Hanemann, 2012). Meanwhile, Cui and Jiang (2012) 

find that state ownership influences Chinese firms’ FDI ownership decisions because of 

home-country regulation, host-country regulation and host nominative pressures. The studies 

above apply an institutional perspective to analyze a firms’ business strategic choice 

combined with the institutional contexts; however, it is still a firm-centered perspective.   

• Government policy  

Government policy is another institutional factor revealing the interaction between the 

government and firms, where the government shapes the institutional framework that firms 

are embedded. For Chinese firms, host-country’s OFDI regulation is one factor that 

influences OFDI location (Rui & Yip, 2008). However, most studies focus on the analysis of 

the impacts of the home-country’s regulation framework (Buckley et al., 2007; Buckley et 

al., 2008; Buckley et al., 2016; Luo et al., 2010), which contributes to the uniqueness of 

Chinese OFDI (Morck, Yeung, & Zhao, 2008; Robins, 2013). Specifically, the institutional 

framework of Chinese OFDI is studied based on the analysis of governmental structure (the 

 
* In this paper, we generally consider a SOE as the firm with the share that hold or control by the (central or local) 

governments over 51%, while a PE as the firm with the shares owned by individuals or collective individuals. In addition, 

the automakers or automotive firms mentioned in this chapter refer to passenger-vehicle producers.  
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power relations of bureaucratic administration) and OFDI policy. By researching the 

institutional actors in bureaucratic administration, these studies generalize the institutional 

framework of Chinese OFDI. Several governmental actors guide and manage Chinese OFDI 

currently. The State Council plays a central leadership role in drawing blueprinting and 

encouraging OFDI (Luo et al., 2010), especially making decisions on the main economic 

policy and liberalization measurements. Under this body, five subordinate organs implement 

the decisions. In the financial field, the central bank –People’s Bank of China (PBOC) has an 

effect on OFDI by adjusting monetary policy and foreign exchange policy, based on the 

recommendations of the State Administration for Foreign Exchange (SAFE), which manages 

the foreign exchanges reserves. For the industry field, the Ministry of Commerce (MOFCOM) 

is in charge of OFDI supervision and management directly, while the National Development 

and Reform Commission (NDRC) issues guideline regarding the internationalization of 

domestic firms, and the State Asset Supervision and Administration Commission (SASAC), 

which represents the government in non-financial state-owned companies, influences state-

owned companies’ decisions to invest abroad. These three organs are involved in the approval 

process of Chinese OFDI. In addition, the China Banking Regulatory Commission (CBRC), 

China Insurance Regulatory Commission and Ministry of Foreign Affairs have partial impact 

on OFDI (Pearson, 2005; Voss et al., 2009). The following is the basic model of involvement 

of government agencies in the formal approval process of OFDI (see Figure 1.1). 

This perspective offers a view of integration of the government and firms within the 

institutional framework. The point of departure for the institution-based view is the firms’ 

business strategy, emphasizing that firms make strategic choices influenced by the 

institutional environments of both home and host countries. For another, this view focuses 

on the institutional fabric such as governmental policy and regulation framework. The 

structure of China’s approved outward investment was shaped by governmental policy as 

institutional framework, while the “Going Global Policy” is the most important Chinese 

OFDI policy, and so scholars pay more attention to its development. However, studies focus 

on this as grand policy rather than explore it within various industries. There is an emphasis 

on the priority industries, which should be connected with the industrial structure not only at 

the domestic level but also at the international level, which is related to the context of specific 

industrial polices and global production structure alike. Therefore, the inside of the 

institutions on the specific industrial level and on the global level should be further looked 
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into. 

Figure 1.1 Institutional actors in China’s OFDI framework 

 

 Source: Voss et al. (2009, p. 158) 

1.3.1.3 The political economy approach  

As discussed above, the internationalization of firms cannot be isolated from the domestic 

political and social context they are embedded in, and the (central) government as another 

active actor involving in the business has to be considered. Rugman further developed 

Dunning’s OLI paradigm by adding consideration on country-level advantages. Specifically, 

he distinguishes firm-specific advantages (FSAs) and country-specific advantages (CSAs) 

based on the uniqueness of competitive advantages for individual firms and countries 

(Rugman, 1981; Rugman & Li, 2007). Then he classifies the Eclectic paradigm’s motivations 

for FDI in the FSA/CSA matrix by taking into consideration both host and host country CSAs. 

He has found that resource-seeking, market-seeking and efficiency-seeking FDI are largely 

explained by strong CSAs and FSAs, and that asset-seeking FDI, CSAs are the majority in 

today’s emerging economies (Rugman, 2010). This framework explains the motivations for 

FDI by combining firm and country level factors, as well as elements from home and host 

country, which is applicable to the case of China. For Rugman, China’s MNEs are likely 

knowledge seekers, as they lack knowledge based FSAs, whereas they realize the profits by 

building scale economies based on China’s CSAs with relatively cheap labor and natural 
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resources (Rugman & Li, 2007). The analysis describes that the asset-seeking FDI is Chinese 

MNEs’ main target, while the Asia Pacific region is the primary geographic area where they 

operate. However, Rugman did not foresee the shift of strategic-asset seeking of Chinese 

OFDI in the EU after the start of the 2008-09 financial crisis. Of course, this framework also 

shows that the “internationalization of Chinese companies cannot be viewed simply as a 

game of ‘catch-up’ with established MNEs” (Z. Wei, 2010), which means there is a need to 

conduct specific analysis on motivations for internationalization by both Chinese firms and 

the government (Gugler & Boie, 2008b). However, the involvement of the Chinese 

government in the OFDI is still analyzed from an economic perspective, and there is still a 

lack of further research into the political and social context analysis. Hence it is necessary to 

explore the rationale behind the motivations of Chinese OFDI in the EU from a political 

economy approach. 

The role of government has been discussed in the relations between the state and the market, 

where the government is seen as a representative of the state. Writers such as Adam Smith, 

David Ricardo, John Stuart Mill, Karl Marx and more contemporary scholars, have sought 

to interpret the conflict and interaction between state and market, which is crucial in the study 

of political economy (Robert Gilpin, 1996). The role of the government was gradually 

focused in the tension between the state and the market. The classical economists advocate 

free market and limited government, which prevailed in the 19th century and further 

developed into neo-liberal “Washington Consensus” of the 1970s, while Keynesian 

economists argued for governments playing a key role through market intervention 

(monetary and fiscal policies) and social welfare after World War II.  

The positive role governments played in promoting economic growth was best seen in the 

rise of the Four Asian Tigers in the 1980, described as The East Asian Miracle by the World 

Bank (MacDonald et al., 1993). Unlike the institutional approach which focuses on 

government-business relations in an institutional framework, the political economy approach 

emphasizes the role of the government by looking into the relations between government and 

market. The government as an intervener, a regulator and a guide representing the state, 

interplays with the market in the field of OFDI as well. The government provides a stable 

macro-economic and competitive environment and stimulates policies such as legal 

framework and outward/inward-orientated policies, establishing regulations for business. 

The government seeks to reduce inequality gaps in order to increase social welfare for society 
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as a whole. Meanwhile, the firms run their business within the institutional framework by 

internalizing the government’s concern. This is especially the case for Chinese firms (Luo et 

al., 2010), which seek to keep a favorable position in the industry and remain competitive. 

Therefore, the internationalization of a firm and the OFDI policy interact with this 

government-business system (Whitley, 1999).  

With the recognition of the involvement of the State, the motivations of Chinese OFDI are 

explored from a more political perspective, which is related to economic policy and to the 

international political strategy of a state (Godement et al., 2011). Because the dominant 

investors are state-owned companies controlled by the government, profit-maximization is 

not always the main goal, while political objectives such as promoting domestic development 

(Deng, 2004), supporting foreign policy and developing good political relations with less 

developed countries (H. Yeung & Liu, 2008) are reflected in investment activities. Thus, the 

factors driving FDI are also connected with the national interest and national economic 

security of the receiving states. Bath (2012) examines the acceptance of FDI by comparing 

the criteria of national interest and national security in Australia and China. With respect to 

Chinese investment in the EU, especially during the Eurozone debt crisis (2010-2012), 

political factors are important because of the large role played by China’s sovereign wealth 

funds and state-owned firms supported by the Chinese government (Gavin, 2012; Godement 

et al., 2011). Some worries arose as China’s investment in Central and Eastern Europe were 

seen as part of China’s intention to position itself strategically in the region, challenging the 

role of the US. But some scholars emphasize economic national security as an important 

driver: Chinese investment in the EU is seen as a way to reduce Chinese dependence on US 

government bonds and more generally the dollar (Overbeek, 2012).  

This political economy approach considers the interplay between the state and the market, 

and between the government and enterprises, showing the government’s demand regarding 

political goals besides the economic goals. This perspective helps us observe the motivation 

of OFDI within a domestic political and economy ecosystem, digging deeply to find the 

political consideration behind the economic motivation. However, this perspective limits the 

lens on the domestic scope rather than connecting it with international context and factors. 

Moreover, it also only focuses on the government and the enterprise, missing other factors 

like key individuals (the entrepreneur) and their role in shaping and promoting the OFDI.   
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1.3.2 Concluding remarks  

The existing literature demonstrates the diversity of academic discussions on the motivation 

of Chinese OFDI, especially in the EU. This phenomenon is studied by different disciplines 

such as international business, the institutional perspective and political economy, showing 

the distinct explanations for the firm and nation level. However, it overlooks other factors 

involving owners or managers playing a central role in the decision of investing abroad from 

an individual level, and a systematic consideration of these factors interwoven in the context 

of globalization.  

From the economic approach, the studies reflect that Chinese companies conduct OFDI for 

commercial profit through internationalization. In the case of investment in the EU, Chinese 

firms are considered rational actors that make rational judgments and decisions about the 

opportunities the financial crisis presented. To some extent this analysis interprets the inner 

drivers of the companies themselves in the business field, but falls short when it comes to 

perspective on the individual factors on initial ideas for investment. In addition, in the 

national business system of China, government intervention within the companies is much 

more pronounced than those in western countries. Therefore, the study of the role of the 

government is an indispensable path to understand Chinese OFDI, and a large part of the 

literature analyzes Chinese investment in the EU from this political economic approach. 

Generally, the emphasis of governmental policy and the relations between the State and 

companies is built on a realist perspective, treating the state as an indivisible unit. Although 

it concerns the governmental agencies in the institutional framework of OFDI, current 

research lacks further explanation on how these organs react to one another when seeking to 

influence Chinese firms investing abroad. Although the institutional perspective provides a 

theoretical framework based on domestic politics, this state-centered view cannot give a 

specific picture to explain the decision-making process within the state and the society. Hence, 

these discussions from different angles help us to understand commercial and political 

motivations, but cannot provide a comprehensive perspective to examine the motivations 

connecting political economy with international factors. 

The existing analysis on the internationalization of Chinese enterprises for OFDI could also 

increase the misperceptions of Chinese political economy, especially on the state power and 

control, as the state plays the dominant role guiding the development, encouraging and 
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managing of Chinese companies to invest abroad. Kurlantzick (2008) and Yasheng Huang 

(2008) classify this growth model as state capitalism, Arsenault (2008) asserts the model of 

authoritarian capitalism is conductive to high economic growth. From a realist perspective, 

China is considered an authoritarian regime. According to this analysis, the Chinese 

government promotes outward foreign investment, and the government is seen as acting 

rationally for self-interests. Therefore, it is natural to think that state-owned companies would 

get more supports than private firms for OFDI. However, from observation on the case of 

Chinese car companies’ acquisitions in the EU during the Eurozone debt crisis, private firms 

got more financial and administrative support from the government. Therefore, the state-

centric perspective cannot explain the new features of Chinese investment in the EU.  

In addition, the current analyses either focus on the firm’s behavior from a firm-centric angle 

or a state-centric angle, neglecting other factors such as key individuals and their role, as well 

as the context of globalization in Chinese OFDI. Normally, the entrepreneurial character of 

the owners-managers is involved in undertaking OFDI, because they take on a central role in 

distributing and promoting the idea to invest abroad (Schmidli, 2008). In the case of China, 

entrepreneurs in private firms, especially in family firms, play a central role in this 

development (Peverelli & Song, 2012), including the decision to invest abroad. Moreover, a 

firm’s OFDI decision is also based on the changing situation of globalization, which is less 

considered in detail in current discussion. Thus, this study tries to integrate and go beyond 

the three approaches, to open the black box of the State by considering the interaction 

between individual, the firm and the government in both the domestic and global context. 

The hope is to understand the motivations, rationale behind and impacts of Chinese OFDI in 

the EU in a comprehensive theoretical perspective. 

1.4 Towards a multi-faceted conceptual framework 

1.4.1 Globalization as the context 

The complexity of the big picture when it comes to Chinese OFDI, is also the reason why a 

single theoretical approach or perspective is not enough to interpret the current situation. The 

big picture here is the context of dynamic globalization. When the market system is 

globalized, when there is global mobility of people and goods, the world is connected and 

integrated, which has helped shape modern global society. Nowadays, globalization is the 

theme of world integration, and also describes the fundamental changes in the post-cold war 
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era. The world is shrinking and connected through ‘trade and transactions, capital and 

investment movements, migration and movement of people, as well as spread of knowledge 

(technology)’ (IMF Staff, 2002). 

Defining the exact meaning and scope of globalization has already been attempted and is 

beyond the scope of this research. There is a huge literature that tries to explain globalization 

from different perspectives (Al-Rodhan & Stoudmann, 2006). In general, globalization as ‘a 

process of transnational and transcultural integration of human and non-human activities’ 

(Al-Rodhan & Stoudmann, 2006, p. 5), encompasses all the aspects in economy, politics and 

society beyond time and national borders. Indeed, with factors such as individuals, capital 

and products transferring across the world, globalization is characterized by the 

‘internationalization of production, the new international division of labor, new migratory 

movements from South to North, the new competitive environment that accelerates these 

processes, and the internationalizing of the state…making states into agencies of the 

globalizing world’ (Cox, 1994, p. 15). In this sense, globalization is not limited to the 

interactions among the nation states, but also the non-state agents or factors like technology, 

capital etc. that are inside the states transcend across national boundaries. This is a systemic 

transnational process driven by all the elements interacting and intertwining together so that 

national borders are not important any more (Overbeek, 2003). Hence, with the dynamics 

with international trade, capital flows, and technology transfer, the world economy is 

internationalized as a result of the dynamics of globalization.  

Foreign direct investment as a kind of capital flows, is an important indicator reflecting 

fluctuations in the global economy, because it is “the most effective mechanism for the 

diffusion of production and for international division of labor to take advantage of 

international trade opportunities by increasing mobility of factors” (Ruggiero, 1996). In 

addition, the context of globalization also determines the big picture of the international 

investment environment. For example, global FDI flows were severely affected by the 2008-

2009 economic and financial crisis, when the FDI landscape changed, as investments to 

developing and transition economies surged in 2008 (UNCTAD, 2009). The following 

decade witnessed the recovery of the global flows with the global economic resurgence 

(UNCTAD, 2017).  

Hence, when Chinese FDI is put in such a broad environment of changing globalization, it 
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becomes clear that Chinese FDI has its own features. As mentioned earlier, China’s FDI flows 

started in the late 1970s after the implement of Reform and Opening Policy, and China has 

enjoyed the benefits of inward FDI for economic development since, while the outward FDI 

has risen since 2002. As Figure 1.2 shows, the trend of Chinese FDI outflows almost follows 

that of the world FDI outflows, while Chinese FDI outflows have dramatically grown since 

2002 when the world FDI flows present big fluctuations. This is also one important reason 

that Chinese OFDI became the object of academic attention. Moreover, it is also one crucial 

reason that Chinese OFDI is researched in a global view in this work, by breaking the 

boundaries to look into how the relevant factors entwine in the process.  

Figure 1.2 World and China FDI flows, 1970-2018. 

 

Source: graph constructed by author on basis of UNCTAD data 

(https://unctadstat.unctad.org/wds/TableViewer/tableView.aspx?ReportId=96740) 

1.4.2 An eclectic analysis: theoretical integration  

We are living in the era of globalization, however, the division of labor between disciplines, 

subfields, or research traditions, theoretical paradigms have already lost the interpretations 

of the whole picture of our life. Indeed, it should be admitted that the disciplinary 

specialization helps us to acknowledge the social phenomena better, and accumulate the stock 

of knowledge; meanwhile, the theoretical paradigms offer specific insights in the same field 

or topic. But, with the integration of the world, all the factors interact and interplay 
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systematically. We cannot simply separate the political, economic, sociological or 

psychological aspects of international or global phenomena, nor neglect the 

operationalization problem (Sil & Doherty, 2000). Because nowadays, the factors influencing 

the outcome are not just limited to the political, economic, sociological or psychological 

dimension alone, but are intertwined and interwoven. Just as the generalization above, 

explanations for Chinese OFDI in the EU should be seen from different perspectives, based 

on different dimensions or levels. However, each approach has its own strengths and 

weaknesses, due to the specificity and limitations of the domains, the research puzzles, or 

relevant mechanisms, which form the boundaries of the disciplines or paradigms. In this 

sense, complex social and international life needs division of labor, and also needs to make 

room for interdisciplinary, eclectic and integrative approaches organized around the 

empirically grounded problems. Therefore, an analytical approach is necessary that breaks 

down the boundaries and offers a relatively comprehensive approach by integrating them, to 

avoid missing the forest for the trees or misperceiving the forest itself.  

This research therefore applies an eclectic analysis. Eclectic analysis does not mean 

synthesizing or replacing disciplines or paradigms by discarding or ignoring their 

interpretative effectiveness, but an approach to ‘demonstrate the practical relevance of, and 

substantive connections among, theories and narratives constructed within seemly discrete 

and irreconcilable approaches’ (Sil & Katzenstein, 2010, p. 3)*. Specifically, this eclectic 

 

* Eclecticism, (from Greek eklektikos, “selective”), in philosophy and theology, the practice of 

selecting doctrines from different systems of thought without adopting the whole parent system for each 

doctrine. It is distinct from syncretism—the attempt to reconcile or combine systems—inasmuch as it 

leaves the contradictions between them unresolved. In the sphere of abstract thought, eclecticism is open 

to the objection that insofar as each system is supposed to be a whole of which its various doctrines are 

integral parts, the arbitrary juxtaposition of doctrines from different systems risks a fundamental 

incoherence. In practical affairs, however, the eclectic spirit has much to commend. 

A philosopher, no less than a statesman, may be eclectic not on principle but because he perceives 

the intrinsic merit of doctrines that happen to have been advanced by opposite parties. This tendency is 

naturally most apt to manifest itself when established systems are losing their novelty or revealing their 

defects as changes of historical circumstance or scientific knowledge occur. From the beginning of the 

2nd century BC, for instance, a number of philosophers professing to be attached to long-established 

schools—the Greek Academy, the peripatetics, or the stoics—were ready to adopt views from other 

schools; and Roman philosophers, in particular, to whom all Greek philosophies were enlightening, often 

avoided rigid partisan commitments, which even the Greeks themselves were abandoning. (Cicero was 

the eclectic par excellence.). Source: Encyclopaedia. Britannica: 

https://www.britannica.com/topic/eclecticism. (Accessed on 17 May 2015). 

 

https://www.britannica.com/topic/philosophy
https://www.merriam-webster.com/dictionary/reconcile
https://www.merriam-webster.com/dictionary/integral
https://www.merriam-webster.com/dictionary/juxtaposition
https://www.merriam-webster.com/dictionary/eclectic
https://www.merriam-webster.com/dictionary/intrinsic
https://www.merriam-webster.com/dictionary/manifest
https://www.britannica.com/topic/Academy-ancient-academy-Athens-Greece
https://www.merriam-webster.com/dictionary/enlightening
https://www.britannica.com/topic/eclecticism
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analysis aims to provide a more comprehensive way to address the problems in academic and 

practical significance by integrating analytic elements such as concepts, logics, mechanisms, 

and interpretation, of theories or narratives within separate disciplines or paradigms (Sil & 

Katzenstein, 2010). This approach explores how various factors and diverse mechanisms 

interact with each other by breaking down boundaries and connecting relevant areas, 

providing a more comprehensive way to help us make sense of the concrete reality of the 

globalized world. This analytic eclecticism is not theoretical synthesis or methodological 

triangulation, nor does it imply to explain the uncertainty or everything, but it focuses on 

seeking the best answer for a given problem by exploring the multiplicity of connections and 

relevant logics of existing theories and narratives (Sil & Katzenstein, 2010).  

As observed, dynamic globalization is full of complexity, as is Chinese OFDI in the EU. The 

different approaches provide distinct explanations of the means, the motivations and the 

strategies of Chinese OFDI in the EU, however, they are limited to their own single 

perspective (Waltz, 1959). It is now the task to use each strength by integrating the 

approaches in an eclectic analytic way. This requires the application of different approaches 

combined with levels of analysis. 

1.4.3 Levels of analysis 

The levels of analysis perspective provides a way to analyze international politics; the world 

is more complicated and integrated, so this is a versatile methodological tool to analyze the 

dynamics of globalization including Chinese OFDI. Kenneth Waltz first demonstrated this 

‘levelled’ approach in his well-known book Man, the State and War (Waltz, 1959), showing 

three distinct images explaining how wars occur, which shaped the development of levels of 

analysis thinking in this field (Buzan, 1995). Then, J. David Singer identified two levels of 

analysis in international relations: the international system and the national sub-systems 

(Singer, 1961), and further divided as the decision-makers level (the individual), the national 

level, and the systemic level (Singer & Alger, 1968). Waltz then further developed the 

system-structural theory of international politics. He concentrated on the causes of war at the 

individual or national level and the international-, or systemic-level (Waltz, 1979). The 

debate and discussion that followed are more theoretical, and are based on the different 

opinions of how to identify “levels”; in other words, which are the different units of analysis 

or the different types of source of explanation for observed phenomena (Buzan, 1995), or the 
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distinction between “level of analysis” and “unit of analysis” in methodology (Yurdusev, 

1993). 

Of course, the aim is not to distinguish the divergences of the approach in theoretical aspect, 

but focus on their methodological value in this research. This approach provides a simplified 

and effective way for analyzing the international system, starting from the last century. 

Nowadays, the systemic level of analysis still discounts the impact of the actors on the system 

and black-boxes the nation state, which leaves an incomplete explanation of the dynamics of 

globalization. In this study, the levels are seen as “units of analysis” by focusing on the 

actors at different levels. This allows to look for the various interactions among the actors 

as well as the interplay between the domestic and international ranges. Hollis and Smith 

(1991) identified the levels international system, nation state, bureaucracy, and individual, 

and on the same line, this study analyzes Chinese OFDI in the EU by concentrating on the 

levels of individual, firm, nation, and globe based on the main actors involved in Chinese 

OFDI. As can be seen, transnational actors are the main agents engaging in globalization, 

where the actors involved in FDI are countable and observed. We noticed that in the Chinese-

specific situation, the actors involved in Chinese OFDI are companies (SOEs or private 

companies), sovereign wealth funds, and Chinese governments (central and locals). Thus, in 

this dissertation, these main actors involved in Chinese OFDI are taken as point of departure 

to conduct the levels of analysis combined with the eclectic analysis. In the following section, 

theoretical concepts are used to describe the application of levels of analysis used in this 

dissertation, and more details are presented in the part of research design. 

1.4.4 Theoretical approaches applied and related concepts 

As introduced above, the three different theoretical approaches analyze Chinese OFDI by 

focusing on the activities at one or two levels, and lack a more comprehensive analysis in the 

context of the dynamics of globalization. However, the specific elements of different theories 

can be integrated to analyze the complex interactions between different actors in Chinese 

OFDI in the EU. In this section, the theoretical approaches and the related concepts involved 

in this dissertation are introduced and further developed.  

1.4.4.1 Individual level  

Social Identity and social integration theory approach  
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In psychology, social identity is regarded as “a definition of who one is and a description and 

evaluation of what this entails” (Hogg & Vaughan, 1995, p. 329). Identity is a social term, as 

identity is what sets a person apart from others. If identity is what one believes oneself to be, 

that vision could only be conceived by eliminating what one is not. Social identity is 

constructed through interaction with others and also through how other people perceive an 

individual. It is about how a single person can have different selves, understood as a person’s 

different social identities, and also about how different persons can make up a single social 

group, understood as their shared social identity (Davis, 2006).  

As mentioned above, the role of individuals has been discussed to a much lesser extent in the 

existing analyses of Chinese OFDI in the EU. Just as individuals are an important part of 

decision-making in foreign policy in international politics, the key individuals in a firm also 

play a significant role in motivating, decision-making, and promoting overseas investment. 

Meanwhile, the key individuals in the nation system also have a crucial effect on the support 

and approval of a firm’s overseas investment. Specifically, the individual level involves 

individual decision makers in Chinese firms, the ones who get and develop the idea to invest 

in the EU, and make the final go-no-go and where to go decisions, and the elite individuals 

involved in OFDI in the state policy-making process.  

In this respect, in this work the focus lies on studying the construction of the different social 

identities of the same person from the individual level, because social identity is a process of 

construction of identities through ongoing social interaction in a specific social context, 

rather than a trait of a person. This is useful to identify key individuals, especially the leaders 

of Chinese firms, whose social identities were constructed in the process of communicating 

with firms, home governments, and their foreign counterparts.  

Developed from organization theory (Weick, 1979, 1995), and enriched with concepts from 

postmodern philosophy (Van Dongen, 1996) as well as psycholinguistics (Peverelli, 2000; 

Peverelli & Verduyn, 2012), social integration (SI) theory focuses on the formation of social-

cognitive groups as a result of people’s sensemaking of the world in ongoing social 

interactions. Social-cognitive groups are groups of people (social) bound by a shared view 

on reality (cognitive). The latter does not refer to the entire reality, but only to that part of 

reality relevant to the topic of interaction. Membership of a group is referred to as ‘inclusion’. 

People are included in a large, theoretically indefinite, number of groups, which is referred 
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to as “multiple inclusion”. Two or more social groups are regarded as connected, if there is 

at least one person included in both. This is also used along with social integration theory, to 

investigate how key individuals’ social identities work in a process of social network 

integration. This kind of analysis emphasizes the individual’s role on an individual level, 

making up of the missing part of the current mainstream studies. We will apply this 

theoretical approach in the case study in Chapter 3.  

1.4.4.2 Firm level  

International business perspective 

As the firms are the main actors in Chinese OFDI in the EU, the current firm-centered 

analysis is helpful for this research. The international business perspective provides an 

approach to investigate a firm’s motivation based on its internationalization strategy. Hence, 

there is a need to understand the effectiveness based on the economic approach, focusing on 

the Chinese firms as rational actor in outbound investment in the EU by applying Dunning’s 

MNEs’ motivation theory and latecomers theory in this research.  

Meanwhile, the firm as a part of the home institutions, its interaction with the home 

government and the host government shows a firm’s consideration. In addition, the firm’s 

own factors such as its ownership, its industrial position, its development history are taken 

into account, which helps to analyze a firm not only from an economic rational actor 

perspective, but also combined with the social and global contexts the firm is embedded in. 

1.4.4.3 National level  

Business-government relations in China: institutional perspective and political economy 

perspective  

In this study, the government is seen as the representative of the state. Chinese OFDI in the 

EU reflects the unique and complex business-government relations in China. The intention 

is not to describe the theoretical discussion on China’s business-government relations from 

different analytic dimensions. Rather, it concerns the firms’ own internationalization 

performance (OFDI) and strategies, which still needs the international business perspective. 

Secondly, the institutional factors between the firms and the government cannot be ignored. 
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This study focuses on how relations between firms and the government are influenced by 

industrial policy as well as various ways of OFDI support policy and the state’s long-term 

strategy. It sets out to explore the role the Chinese government plays in the interaction with 

Chinese firms in the institutional environment. Therefore, both an institutional perspective 

and a domestic political economy perspective are needed.  

State Accumulation Strategy  

Accumulation strategy is used to describe capital accumulation of capitalist states, but has 

also been applied to explain the economic growth miracle in East Asia. This approach not 

only explains the growth model of economy but also reflects the domestic political economy 

in a state, based on the dynamics of global environment.  

Bob Jessop (1990) developed the theory of accumulation strategy when discussing the 

characteristic of capitalist states. An accumulation strategy defines “a specific economic 

growth model complete with its various extra-economic preconditions and also outlines a 

general strategy appropriate to its realization” (p.199). This is explained as the circuit of 

capital (money or banking capital, industrial capital, commercial capital) being connected 

with a hegemonic project, interpreting the role of the state from the perspective of political 

economy. Based on Jessop’s classification of accumulation strategy, Jonsson (1993) 

concludes the different growth models at the national and international levels. Beside the 

growth models of “import substitution”, “export promotion” and “export substitution” based 

on the experiences from developing countries, neo-corporatist strategy, e.g. the ‘Modell 

Deutschland’ strategy, and neo-liberal strategies are added to describe the strategies used by 

Western economies since the 1980s on the national level.  

Schwartz (2009) identifies Ricardian strategies and Kaldorian strategies for states to explain 

the response to world market pressures. Specifically, Ricardian strategies “typically use 

agricultural or other primary product exports to drive economic development, but they can 

also be based on low-value industrial activities, like garment assembly and export. These 

strategies try to maximize the economic gains from the efficient allocation of the various 

factors of production present in the society in question, and so are necessarily export-oriented” 

(p.59). In summary, in this strategy the state could use the comparative or factor advantages 

to participant in the manufacturing activities and exports, which is exposed to the risk of 



 
Chapter 1 Introduction 

 24 

being peripheralized. In contrast, Kaldorian strategy “relies on a set of interrelated 

phenomena like increasing returns to scale, learning by doing, imperfect competition, and 

economies of speed to generate growth”. (P.60) This strategy attempts to “take advantage of 

Verdoorn effects, which is the more a firm produces of any one good, the more experience it 

gets and the more efficient it becomes at producing not only that good but other similar goods” 

(p.60). Hence, Kaldorian strategies are investment-driven, and also likely manufacturing and 

export oriented. However, the State also could benefit from the learning curve caused by the 

Verdoorn effects to mitigate the tendencies of being peripheralized, and to further catch up. 

These two growth strategies provide another path for states to create the corresponding 

institutional frameworks.  

Although this perspective is described as characteristic of capitalist states, it is also used to 

explain the economic achievements of emerging states in Asia (e.g. China, Singapore and 

South Korea) which are renowned by special and specific economic ‘growth models’. 

This concept provides a way to generalize China’s growth path as it not only studies Chinese 

OFDI in the EU, but also combines its earlier development path from a historical perspective. 

It also provides the analyisis of interactions between the factors on the national level and 

global level. Hence, it will be important later, and it is necessary to introduce it properly here.  

1.4.4.4 Global level  

Transnational factors transcend boundaries between countries, connecting the world. FDI is 

one way for domestic firms to realize internationalization; it is also an approach for 

transnational corporations (TNCs) or multinational enterprises (MNEs) to gain profits from 

overseas. In this sense, it promotes the further internationalization of production and 

international division of labor, which changes the means of making profit. Firms no longer 

only depend on the existing advantages for their resources, but can turn to global resources 

for competitive advantages. Chinese firms that intend to compete on the global stage, also 

have to get deeply involved in the globalized value chain, in which FDI one approach for 

them to utilize the global resources and to adjust the international layout. Therefore, 

globalization is not only as a context for the interaction and interplays among the firms and 

governments, but also is as the level encompassing all the factors transiting across national 

boundaries. In this study, we will employ an global value chain as a perspective on this level.   
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Global value chain  

Derived from development studies, the concept of value chain is used to analyze international 

trade, which describes “the full range of activities that firms and workers perform to bring a 

product from its conception to end use and beyond. This includes activities such as design, 

production, marketing, distribution and support to the final consumer” (Frederick, 2016). The 

concept of global value chain (GVC) is first mentioned in research on East Asian garment 

firms (Gereffi, 1994) to describe a progress of firms’ almost “natural” learning and upgrading. 

Further, GVC describes the activities carried out in inter-firm networks involved in the 

production of goods and services and its global level supply, distribution and post-sales 

activities on a global scale (Gereffi & Fernandez-Stark, 2016). Rather than concentrating on 

one commodity or product (global commodity chains, see (Gereffi, 1994) , the supply process 

of products (global supply chain, see (Nagurney, 2006) or the production network (global 

production network, see (Henderson, Dicken, Hess, Coe, & Yeung, 2002), GVC focuses on 

the sequence of value added within a given industry by studying both the firms and the 

governments domestically, locally, regionally and internationally. Hence, GVC as an 

analytical approach provides a holistic view of global industries by exploring the dynamics 

of the industry at a global level. It is used to analyze the global economy by focusing on 

governance of GVC from top-down path, or concentrating on the lead firms, organizations 

of international industries from a bottom-up path.  

Chinese OFDI in the EU reveals Chinese firms’ needs for upgrading and internationalization, 

especially some firms intend to be a new player in the global stage as a latecomers catching-

up path through OFDI in the EU. The GVC approach offers an analytic approach to focus on 

a firm’s behavior, as well as to investigate the institutional context embedded in the domestic 

industrial and social elements. This conceptual approach will be specifically employed in the 

case study in Chapter 5. 

1.4.5 Levels intertwined  

The key theoretical concepts reveal the different focuses for analysis at distinct levels based 

on the main actors of Chinese OFDI in the EU. The focus lies on the intertwined relations 

among the actors in different levels in the context of globalization, because the complexity 

and dynamics of globalization breaking the national boundaries to export, communication 
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and investment. This process is both bottom-up and top-down; actors interact with others 

influenced by the mutual effects. For instance, the key individuals’ social identities are 

constructed first through their position at home or work, and then through the others’ 

perceptions based on different interactions. Following this logic, the key individual as a 

leader in a Chinese firm may have motivations to conduct OFDI based on the firm identity 

for the sake of the firm’s profits. Meanwhile, the person may use their political identity to 

obtain political support. The process has already included the firm’s motivations for OFDI, 

its internationalization strategy according to global changes, and a firm’s institutional 

embeddedness in the domestic regulatory framework. In turn, the government generalizes 

the firms’ OFDI patterns and features, connecting with the State’s development benefits, 

showing the attitudes and taking actions on whether to support the firm’s OFDI. The 

government also makes a judgement based on both firms’ behaviors and the global situation. 

In this sense, globalization as an external condition influences the decision-making, actions-

taking for key individuals, firms and the government, reflecting in the dynamic process of 

business-government relations. 

Also, in light of the dynamic of globalization, the changes in the global production determine 

the distinct positions of the firms and states in the global value chain, which leads to the 

different responses of the firms and the governments as well. This can be observed from the 

firm’s behavior through OFDI for competing as a global industrial leader. It also can form 

macro-level features for the state’s growth model, which is generalized as state accumulation 

strategy in this dissertation. Besides, the interactions among the actors are full of complex 

other possible relevant factors.  

Therefore, this four-level analysis combined with the eclectic analytic approach will be 

employed through case studies in this research, which allows to employ a theoretical 

approach to combine the specific elements of different theories. Thus, the selection of the 

theoretical elements is eclectic yet not random, but instead carefully selected through the 

levels-of- analysis method. In this way, the research acknowledges how the stories happened, 

and this leads to a better understanding of how factors on each level interacts with one another 

by integrating with different approaches for Chinese OFDI in the EU. This will raise 

awareness of the complexities and the reality of the rationale of Chinese OFDI in the EU in 

the dynamics of globalization.  
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1.5 Methodology  

This study uses a mixed methodology, collecting and analyzing both quantitative and 

qualitative data. In the beginning, to find out the patterns of Chinese investment in the EU, 

statistics from several databases as well as qualitative data from interviews were collected 

and analyzed. To some extent, these investment activities in a broad picture are explored in 

an objective reality, so it is a simple positive approach to dig the data. In the next two stages 

the focus lies on qualitative data, because the motivations and rationale are built on the 

decision-making of individuals. 

1.5.1 Data  

This study uses data from various sources to provide a relatively comprehensive analysis on 

Chinese OFDI in the EU, thus providing the foundation for the empirical case studies.  

First, there is an overview of Chinese OFDI in the EU as background. Here, relevant 

statistical data from various databases such as Thomas SDC Platform, Eurostat, UNCTAD 

Data Center, World Bank Open Data, IMF Data, MOFCOM and SAFE are presented. The 

data are limited to the period 2002 to 2018, and focus on Chinese investors, which are mainly 

Chinese firms including Chinese state-owned enterprises (SOEs) and Chinese private firms. 

Meanwhile, the data regard Chinese FDI flows and stocks, targeting nations, targeting sectors, 

as well as the information on Chinese firms are involved in global FDI and OFDI in the EU. 

Primary documents, Chinese policy documents on five-year-plans, OFDI policy documents, 

and official documents on encouraging Chinese OFDI going global, as well as the 

counterparts’ official documents including relevant policy documents, speeches from 

European Commission, European Parliament, and European Union External Action, and 

relevant policy documents from the governments of member states are also used. In addition, 

there is reference to newspaper articles from authoritative media, research papers/briefs from 

well-known think tanks, and secondary literature like academic papers on analysis of FDI, 

China’s OFDI and global political economy. 

Another main data source is interviews. Because after acknowledging the overview of 

Chinese OFDI, there is a need to dive into the details and investigate the motivations and 

rationale behind actors’ actions, in which the relevant factors are complicated and intertwined. 
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Hence, first-hand data from the individuals involved is needed to accurately revisit those 

situations. Since the individuals in this study are high-level governmental officials, staff in 

relevant companies, and experts, elite interviewing and expert interviewing are applied in 

this regard.   

For one thing, interviewing political and business elites could “help interpreting documents, 

the personalities involved in the relevant decisions, and help explain the outcome of events 

and help understand the context” (Richards, 1996). However, one big challenge is gaining 

access to them, as they are in the position that are hard to reach and surrounded by numerous 

gatekeepers (Mikecz, 2012). Hence, interviewing experts is an alternative strategy and also 

a complementary way to collect data, because their expert knowledge helps to interpret the 

available information (Bogner, Littig, & Menz, 2009).     

Three rounds of interviews were conducted in June /July 2014, August 2015, and December 

2017, with 24 semi-structured elite and expert interviews being conducted in Beijing, 

Amsterdam, Athens, whether in person or on the phone. Besides, some interview questions 

were asked which was involved in another project for the interviews of officials in the EU 

level. The interviews are semi-structured, which adds to the understanding and interpretation 

of the case studies. Specifically, in the pre-interview process of gaining access the researcher 

sent a topic list, including a number of relevant questions to be discussed, and an informed 

consent form, specifying the project, the arrangements on recording and identifiability, along 

with the introduction letters from two supervisors. This academic and ethical approach is 

helpful for interviewees to acknowledge the project and academic intention. This worked 

better for Western interviewees than for Chinese ones. Perhaps it is because of the different 

academic atmospheres. During the actual interviews, the researcher first further introduced 

the project and asked for or confirmed permission for data use, and started to ask some open 

questions to build rapport. Then questions based on the design of relevant topics were asked 

to let the interviewees introduce the situations and deliver their opinions. After the interviews 

the records or notes were transcribed into a database, and there was follow up for clarification.  
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Table 1.1 Overview Categories of Interviewees 

Category of 

interviewee 

Total  Affiliations of interviewees 

Governmental officials 

and policy advisors 

4+ 

4* 

Former Greek government 

The EU 

Corporate officers and 

staff  

8 COSCO, Piraeus Container Terminal S. A, 

Huawei 

Stakeholders 1 Trade Union  

Experts  7 Shipping industry, Society of Automotive 

Engineers of China, CASS, China Development 

Bank, Renmin University of China  

*Note:  the interviews for the EU officials are a part of another project, in which the 

questions pertinent to this project were also asked.  

Source: Made by the author. 

1.5.2 Case selection  

To explore the motivations and strategies of Chinese OFDI in the EU, it was chosen to focus 

on Chinese firms, because they are not only the legal entities involved in FDI transactions, 

but also the center connecting the individuals, the governments and globalization. Their 

behaviors are visible, which is feasible for the study. Hence, case studies served empirical 

research purposes. 

Referring to Rosen and Hanemann (2012) report on Chinese investment in the EU, by total 

investment value, the top 5 private investors in the EU-27 from 2000-2011 are Geely Group, 

Huawei Technologies , Lenovo Group, Sany Group and Wolong Holding Group, while the 

top 5 state-controlled investors are China Investment Corporation (CIC), Yantai Wanhua 

Polyurethanes Co., China National Petroleum Corporation (PetroChina), China National 

Chemical Corporation (ChemChina) and China Ocean Shipping Group Company( COSCO). 

From these companies, three cases were selected based on the following reasoning. 
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Table 1.2 Cases selected for in-depth study 

 Companies Performance Reasons 

1 Geely Group The high-profile acquisition of 

Volvo and subsequent investment in 

Sweden 

One of the biggest private 

investors in the EU, and a 

representative in 

automotive industry 

2 Huawei 

Technologies 

Various engagement in the EU by 

the investment in sales, R&D, 

support, and small-scale 

manufacturing operations 

The private investors in 

high-tech industry and 

mostly by Greenfield 

projects 

3 COSCO Investment in ports in Piraeus, 

Naples, and Antwerp as well as 

supports in Hamburg etc. 

The only state-controlled 

firm uses Greenfield 

investment in top 5. 

Source：Made by the author. 

These three companies represent private and state-controlled companies applying M&A and 

Greenfield investment in the EU. They are good samples reflecting not only their own 

motivations but also the interactions with the government and other actors, as the deals are 

related to large total investment value, shows in the matrix of the selected cases based on 

ownerships and investing means below. 

Table 1.3 Typology of Foreign Investments 

 Greenfield M&A 

State-owned (controlled) -- COSCO 

Private Huawei Geely 

Source: Made by the author.  

1.5.3 Case description and research tools 

The cases above were selected because they are the top representatives of Chinese firms 

investing in the EU based on the investment amount, and also because they are the 

representatives of Chinese firms investing in different industries with distinct patterns in the 
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EU. Moreover, theoretically, the cases are the examples of the nexuses of different levels of 

analysis, and could integrate the specific elements of different theories to analyze the 

rationale behind Chinese OFDI in the EU in the dynamic of globalization. As noted above, 

such selection of the theoretical elements is eclectic yet not random, but instead carefully 

selected through the levels-of- analysis method. Specifically, in-depth analysis is used for 

three case studies, and then the integrated analysis of these case studies is applied in the 

discussion part.  

First, the case of COSCO’s investment in the Greek Piraeus Port is a representative case of 

Chinese SOEs’ acquisition in the EU. Different from the existing studies on this case, which 

stress the political intentions of Chinese SOEs investing in Piraeus, we will investigate how 

the deal was stated and negotiated in the beginning. We collected data from the public news, 

and first-hand interviews from both the Chinese and Greek sides, we found the key 

individuals, especially who in Chinese SOEs played a significant role in promoting the deal. 

Hence, the social identity as a key concept will be employed in the analysis of the process of 

the key individual’s social identity construction, which integrates the social integration theory 

and institutional approach on Chinese business-government relations. Hence, this is a case 

that shows the nexus for individual-firm -government level analysis.  

Second, the case of Geely’s acquisition of Volvo Car showed the Chinese private automotive 

producer’s OFDI in the EU. There is a focus on the determinants of completion for Chinese 

acquisitions in the automotive industry, with the intention of finding out the key factors 

influencing Geely’s success in acquiring Volvo. Combined with the context of the changes 

of global automotive industry impacted by the 2008-2009 financial crisis, we then apply a 

multi-aspect framework to analysis he relevant factors influencing the deal-completion. The 

multinational firms’ OFDI theory and the domestic political economy perspective will be 

employed in this case, which presents the nexus of firm-government-level analysis.   

The third case involves Huawei technology as a private high-tech firm which conducts 

investment in the EU. The EU is a significant location for Huawei, not only in the sense as 

the second largest market, but also as an important location for research and development. 

Especially, the EU is a strategic location for Huawei as a latecomer growing as a leader in 

the global market. Hence, a global level analysis is the focus in this case. We will apply a 

global value chain perspective in the analysis, because it provides an approach to analyze the 



 
Chapter 1 Introduction 

 32 

firms’ organizational and geographic integration simultaneously, but also considers the global 

or domestic contexts that the firms embedded in. In this way, Huawei’s such investment in 

the EU presents the nexus of business and global market, and also representing a latecomer’s 

catching-up process and strategy.  

Finally, in the Discussion part, there is integrative analysis on the case studies above, 

intending to find the similarities and differences on different levels. Moreover, an analysis of 

the implication of Chinese OFDI in the EU is presented as well.  

Table 1.4 Arrangement for case studies 

 Study 1 

 

Study 2 

 

Study 3 

 

Synthetic analysis 

Case study  COSCO  Geely  Huawei  General Discussion  

Data 

analysis  

Qualitative 

content 

analysis  

Qualitative 

content analysis 

Qualitative 

content 

analysis 

Integrative analysis 

on case study 

Level- nexus  Individual– 

business-

government 

nexus  

Business-

government 

nexus 

Business-

global market 

nexus  

Multiple level 

analysis  

Integrated 

approaches  

Social 

integration 

theory + 

Institution 

approach  

Firms’ 

motivations for 

OFDI + domestic 

political 

economy  

Global value 

chain + 

domestic 

political 

economy  

Comparison 

(similarities 

+differences)  

Key concepts Social 

identity  

The determinants 

for completion of 

Chinese 

acquisition  

Global value 

chain, 

Latecomer 

Catching-up  

State accumulation 

strategy  

Source: Made by the author. 
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1.6 Structure of the dissertation  

The reminder of this dissertation is structed as follows.  

Chapter 2 gives an overview of Chinese investment in the EU in pre-and post-(08-09) 

financial crisis periods, intending to suggest possible explanations for the changes, which 

will subsequently be explored in more detail in the subsequent three chapters, each devoted 

to a specific case.  

Chapter 3 focuses on the case of COSCO’s investment in Piraeus port in Greece by 

concentrating on the social identities of the key individual—COSCO’s then president Captain 

Wei Jiafu and his role in the process of making decision and promoting the successful 

completion of the case.  

Then Geely’s successful acquisition of Volvo Car is analyzed in Chapter 4, by investigating 

the possible factors determining Chinese overseas investment deal completion.  

Next, in Chapter 5, there is emphasis on Huawei’s investment in the EU from a perspective 

of global value chain and latecomer’s catch-up.  

Chapter 6 introduces the implication of Chinese OFDI in the EU through the analysis of a 

key factor in China’s long-term strategy. The concept of State accumulation strategy is used 

to review the shifts of China’s state accumulation strategy. This would help to understand 

Chinese firms’ investment in the EU based on the broader context. 

And finally, after a detailed discussion on these three case studies, we will give a brief 

conclusion, followed by a presentation of the contributions and the limitations of this study, 

as well as avenues for further research. 
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2 Chapter 2. The landscape of Chinese foreign direct investment in the 

EU: explaining the changing patterns * 

[Abstract] 

In the post-financial crisis period, new patterns have emerged in the development of Chinese 

foreign direct investment (OFDI) in the EU. This article examines these changes by analyzing 

mergers and acquisitions (M&A) data from the Thomas SDC database in the period 

2002–2016. Our initial analysis has suggested four significant developments. First, Chinese 

M&A in the EU shows rapid growth after 2008. Second, the core member states of the EU 

are still the main destination, but semi-peripheral and peripheral member states are new 

targets for Chinese OFDI. Third, investment goes to more diversified sectors. Fourth, state-

owned companies remain significant but private companies and sovereign wealth funds are 

becoming increasingly prominent investors. These changes are tentatively explained by two 

sets of factors. The forced privatization of (undervalued) assets in the EU due to the 

Eurozone debt crisis, as well as a relatively friendly investment environment, are pull factors, 

attracting Chinese investors to the EU; the main push factors are the Chinese efforts to 

reduce dependence on export and reliance on the US dollar, as manifested in the Chinese 

government’s Going Global Policy. However, with increasing Chinese investment flushing 

into the EU and with the dynamics of globalization, the EU recently shifted to a more cautious 

attitude towards Chinese OFDI. The pull effect appears to be gradually fading. 

  

 

* This chapter is based on, but substantially revised and updated from, our earlier paper published in  

Global Affairs, 1(4-5): 441-454, (Y. Ma & Overbeek, 2015). 
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2.1 Introduction  

Foreign direct investment has contributed greatly to China’s economic miracle. China has 

benefited from inward FDI since 1978 with the implementation of the Reform and Open 

Policy. The inflow of foreign capital accelerated sharply from the early 1990s. Although 

outward FDI started much earlier in very small quantities, there has been a dramatic increase 

from the early 2000s, coinciding with China’s accession to the World Trade Organization 

(WTO) in December 2001. The accession to the WTO represented something of a watershed. 

In that context, Chinese companies were encouraged to invest overseas to “promote 

commodities and labor services exports” (W. Huang & Wilkes, 2011, p. 10; Salidjanova, 

2011). In order to promote this, and to comply with WTO rules, the Chinese government 

liberalized the verification and approval procedures for OFDI in 2004 with the development 

of the Going Global Policy. These policies have been very successful: China became the 

third largest investor globally after the USA and Japan (UNCTAD, 2013). By early 2015, 

China became a net capital exporter for the first time in its history (Xinhua, 2015). 

While there has been increasing attention in the literature to the growth of Chinese foreign 

investment, there has so far been relatively little focus specifically on the analysis of Chinese 

investment patterns in Europe. Remarkably, after 2008 Europe became the fastest growing 

destination for Chinese outward investment (MOFCOM, NBS, & SAFE, 2014). This article 

therefore aims to examine the pattern changes of Chinese OFDI in the EU in recent years 

and to explore possible explanations for the observed developments. The article first 

examines the patterns of Chinese OFDI in the EU since 2002 in two periods, before the 

financial crisis (2002–2008) and post-financial crisis (2009–2016). Then the article attempts 

to explain the reasons leading to these changes, from both a domestic Chinese perspective 

and from an international perspective. We identify both pull and push factors contributing 

to a shift in the pattern of Chinese OFDI towards Europe. The two main pull factors are the 

undervaluation of forcefully privatized assets in the context of the Eurozone sovereign debt 

crisis, and the comparatively friendly investment environment in the EU when compared to 

the USA. The push factors are the Chinese desires to reduce dependence on exports and 

reliance on the US dollar. However, with increasing Chinese investment flushing into the 

EU and with the dynamics of globalization, the EU recently shifted to a more cautious 

attitude towards Chinese OFDI. The pull effect appears to be gradually fading. 
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2.2 The role of the EU in China’s global OFDI picture 

The first outbound Chinese investments were recorded in 1979. During the 1980s, the 

annual outflow of FDI from China remained very low. From the 1990s to the year 2004, it 

hovered around the level of US$2 billion, while since 2004 there has been a sharp increase 

(Figure 2.1) (cf. De Buele & Van Den Bulcke 2010). By the end of 2015, Chinese FDI 

outflows reached US$128 billion, accounting for 8.7% of world FDI outflows and ranking 

third in the world after the USA and Japan  (UNCTAD, 2016). 

Figure 2.1 Global and China’s outward FDI flows, 1982-2016. 

 

Source: UNCTADSTAT. 

In terms of the geographic distribution of Chinese OFDI, as Figure 2.2 shows, Asia attracted 

approximately 70% of Chinese OFDI stock, while other regions together only account for one-

quarter. The shares of Africa and Oceania are stable at 3-4 % and 2-3 % respectively, while the share 

of Latin America dropped from 18% to 11 % from 2008 to 2015. While the share of North America 

increased by 3%, Europe’s share increased by 5%, which amounted to 8% of total Chinese OFDI stock 

in 2015. Since 2008 Europe has been the fastest growing destination. 
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Figure 2.2 China’s OFDI stocks distribution by region, 2008 & 2015. 

 

Source: MOFCOM et al. (2009, 2016) 

Among European countries, the EU was the most important destination, accounting for 76% of 

total stock of Chinese FDI in Europe in 2015 (MOFCOM, NBS, & SAFE, 2016). Chinese 

foreign direct investment in the EU started in the 1980s, developing slowly over the next 20 

years. In the twenty-first century, as Table 2.1 shows, though the EU received a modest share 

of China’s worldwide outward FDI, the amount was increasing rapidly from 2004 to 2015, 

the OFDI stock was nearly 120 times that in 2004. 

Table 2.1 Chinese FDI outflows and stocks in the EU, 2004–2015. (USD billion and 

growth %) 

Note: YOY – year-on-year. 

Source: (MOFCOM, NBS, & SAFE, 2005-2016) 

 

  2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 

Out 

flows 

Sum 

 

0.073 0.185 0.129 1.044 0.467 2.966 5.963 7.561 6.120 4.524 9.789 5.480 

 YOY 

% 

change 

 152.0 -30.3 711.1 -55.3 535.1 101.0 26.8 -19.1 -26.1 116.3 -44.0 

 Share 1.3 1.5 0.7 3.9 0.8 5.3 8.7 10.1 7.0 4.2 7.9 3.8 

Stock Sum 0.54 0.77 1.28 2.94 3.17 6.28 12.50 20.29 31.54 40.10 54.21 64.40 

 Share 1.2 1.3 1.7 2.5 1.7 2.6 3.9 4.7 5.9 6.1 6.1 5.9 
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Although Chinese outflows of FDI to the EU fluctuate rather strongly from year to year, they 

began to accelerate from 2005. Annual flows to the EU were less than US$1 billion before 

2007 and decreased in 2008, but rose to almost US$3.0 billion in 2009 and continued to 

increase to US $7.5 billion in 2011. However, they decreased by 19.1% in 2012 and by 26.1% 

in 2013, while there was a great increase in 2014 (116.3 %), followed by a decrease of 44% 

in 2015. In general, both Chinese FDI outflows and stocks in the EU have been increasing 

considerably since the 08-09 global financial crisis in 2008 (Figure 2.3), showing the necessity 

of analyzing the new features of Chinese OFDI in the EU in the post-financial crisis period. 

Figure 2.3 Chinese OFDI outflows and stocks in the EU, 2004–2015. 

 

Source: MOFCOM et al. (2005-2016) 

2.3 Chinese OFDI in the EU: changing patterns 

OFDI statistics comprise both greenfield investments and mergers and acquisitions (M&A). 

In this section, we take a more detailed look at the available data on M&A. This article 

explores the changes in terms of the trends in geographic and sectorial distribution and of the 

involvement of investors with different ownership structures in two periods: 2002–2008, 

2009–2016. 

2.3.1 Chinese M&A in the EU: fast growth with fluctuations 

Four hundred and forty completed transactions of mergers and acquisitions (M&A) were 

recorded for the period 2002–2016 in the Thomas SDC database. As Figure 2.4 shows, in the 

period 2002–2007, the annual number of completed deals was around 10, climbing to 16 in 
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the years 2007-2010; while the period 2011-2016 saw a further rapid increase of the number 

of acquisitions. The completed deals reached to 34 in 2011, 43 and 44 in 2012 and 2013 

respectively, then jumped to 72 in 2014, 80 in 2015 and 104 in 2016. Meanwhile, the annual 

value of M&A fluctuated sharply: in the period 2002–2008 between 0 and US$6.0 billion; in 

the period 2009–2016 fluctuating at a substantially higher average level, between US $ 2.57 

billion in 2010 and a high of US$ 14.66 billion in 2014.  

Figure 2.4 Chinese completed M&A in the EU, 2002–2016. 

 

Source: Thomas SDC database 

2.3.2 Geographic distribution of Chinese M&A in the EU: old path and new targets 

The geographic distribution of Chinese M&A in the EU follows the same path as that of 

previous investors. Chinese investors mainly focused on the “core member states”* such as 

the UK, Belgium, Italy, the Netherlands, Germany and France in the period 2002–2008, of 

which the UK attracted more than 60% of the acquisitions, followed by Belgium (27.6%). 

However, as Table 2.2 shows, in the period 2009-2016, Chinese M&A tended to be spread 

 

*In this article, we classify the member states of the EU as “core member states” (EU-15 minus Ireland), “semi-

peripheral member states” (the so-called PIIGS, i.e. Portugal, Ireland, Italy, Greece, Spain) and ‘peripheral 

member states’, that is, those joining the EU after 2004 (Bulgaria, Croatia, Cyprus, Czech Republic, Estonia, 

Hungary, Latvia, Lithuania, Malta, Poland, Romania, Slovakia, Slovenia). 
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more widely.  

Although the core member states attracted more than 60% of the total value of Chinese 

acquisitions, the share dropped sharply. The UK is still the number one destination with 77 

completed deals, attracting nearly one-third of the total value of Chinese M&A. France, 

Germany and the Netherlands caught up, attracting 15%, 12%, and 8% respectively of the 

total value with an increasing number of deals. Two new features appear in the post-financial 

crisis period. First, the investment in semi-peripheral member states increased rapidly. For 

example, Italy, Ireland, Spain, Portugal, and Greece attracted more than one-fifth of the total 

value of Chinese investment with an increasing number of deals, just after the core member 

states. Second, peripheral member states gradually also became a popular destination. For 

instance, seven acquisitions worth US$ 2.1 billion were completed in Hungary and one deal 

valued US$ 0.4 billion was conducted in the Slovak Republic. Meanwhile, Czech Republic, 

Poland, Cyprus, Estonia, Lithuania, and Romania were new destinations for Chinese M&A.  

2.3.3 Sectorial distribution: from financial and natural resource industries to 

diversity 

In Table 2.3 we provide an overview of Chinese M&A in the EU by sector in two periods. It 

demonstrates that Chinese acquisitions in financial and natural resource industries accounted 

for 85% of total value in the period 2002-2008. However, after the financial crisis, acquisitions 

diversified. Measured by total value, infrastructure was the most attractive industry, attracting 

13% of Chinese investment, followed by service industries (business services 8.8%, real estate 

7% and insurance 5.4%). The fewest deals were completed in manufacturing industry 

(machinery 54, electronic equipment 33, and transportation 30), which three industries 

accounted for 8% of total value of Chinese M&A respectively. Food industry and chemical 

industry attracted 7% and 6 % respectively, while acquisitions in oil and gas sector dropped 

to just over 3%. Thus, after the financial crisis Chinese firms began to invest in a broader, 

more diverse range of industries than before. 

 

 

 



 
Chapter 2 The landscape of Chinese FDI in the EU 

 41 

Table 2.2 Countries of destination of Chinese completed M&A in the EU, 2002–2008; 

2009–2016. 

Chinese M&A in the EU 2002-2008 Chinese M&A in the EU 2009-2016 

No. 

Destination  

Ranking 

Value inc. 
Market 

No. 

of 

Destination  

Ranking 

Value inc. 
Market No. of 

Net Debt Share Deals  Net Debt Share Deals  

of Target 

($ Mil)     

of Target 

($ Mil)     

1 

United 

Kingdom 
7,107.00 62.2 17 

United 

Kingdom 
15,339.90 28.5 77 

2 Belgium 3,152.90 27.6 3 France 8,279.10 15.4 61 

3 Italy 770.4 6.7 6 Germany 6,304.10 11.7 90 

4 
Netherlands 251 2.2 5 Netherlands 4,427.40 8.2 24 

5 Germany 107.4 0.9 17 Italy 4,372.70 8.1 44 

6 
France 35.6 0.3 6 

Republic of 

Ireland 
2,572.00 4.8 5 

7 Denmark 0 0 1 Spain 2,556.40 4.8 28 

8 Hungary 0 0 1 Hungary 2,134.60 4 7 

9 Portugal 0 0 1 Sweden 1,957.70 3.6 16 

10 Spain 0 0 1 Portugal 1,896.50 3.5 4 

11      Belgium 1,487.70 2.8 7 

12    
  Luxembourg 903.5 1.7 9 

13    

  
Slovak 

Republic 
399.8 0.7 1 

14      Austria 318 0.6 9 

15    
  Greece 305.6 0.6 1 

16      Finland 236.3 0.4 3 

17    

  
Czech 

Republic 
174.8 0.3 9 

18    
  Denmark 99.1 0.2 9 

19      Poland 59 0.1 1 

20    
  Cyprus 30 0.1 1 

21      Estonia 0 0 1 

22    
  Lithuania 0 0 2 

23      Romania 0 0 3 

  
Total 11,424.30 100 58 

Industry 

Total 
53,853.90 100 412 

Source: Thomas SDC database 
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Table 2.3 Top 10 sectors of Chinese M&A in the EU, 2002-2008; 2009-2016. 

 

Source: Thomas SDC 

 

 

  

Top 10 sectors of Chinese M&A in the EU, 

2002-z2008 

Top 10 sectors of Chinese M&A in the 

EU, 2009-2016 

Rank Target Industry 

Ranking 

Value 

inc. 

Net 

Debt 

of 

Target 

($ Mil) 

Mkt. 

Share 

No. 

of 

Deals 

Target 

Industry 

Ranking 

Value 

inc. 

Net 

Debt 

of 

Target 

($ Mil) 

Mkt. 

Share 

No.of 

Deals 

1 

Commercial 

Banks, Bank 

Holding 

Companies 5,652.1 49.5 2 

Electric, Gas, 

and Water 

Distribution 6,855.4 12.7 21 

2 

Oil and Gas; 

Petroleum 

Refining 3,956.9 34.6 4 

Business 

Services 4,756.2 8.8 30 

3 Machinery 839.2 7.4 13 

Electronic and 

Electrical 

Equipment 4,616.4 8.6 33 

4 

Food and 

Kindred 

Products 480.9 4.2 2 

Transportatio

n Equipment 4,346.5 8.1 30 

5 Mining 162.2 1.4 2 Machinery 4,070.1 7.6 54 

6 

Transportation 

and Shipping 

(except air) 148.5 1.3 2 

Food and 

Kindred 

Products 3,756.0 7.0 23 

7 

Communication

s Equipment 99.9 0.9 1 

Real Estate; 

Mortgage 

Bankers and 

Brokers 3,745.5 7.0 11 

8 

Electronic and 

Electrical 

Equipment 33.3 0.3 3 

Chemicals 

and Allied 

Products 3,149.6 5.9 11 

9 

Metal and Metal 

Products 18.3 0.2 2 Insurance 2,894.4 5.4 2 

10 

Textile and 

Apparel 

Products 14.0 0.1 3 

Oil and Gas; 

Petroleum 

Refining 1,771.5 3.3 5 
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2.3.4 Investors’ role by ownership 

Chinese enterprises with different ownerships reveal different FDI patterns. In Europe, 

Chinese investors include state-owned enterprises (SOEs), the state sovereign wealth fund 

(China Investment Corporation, or CIC*), firms with hybrid ownership structures, and wholly 

private firms and individuals. Combining the information provided by Table 2.4 and Figure 2.5, 

we find that the state-owned entities do not have a monopoly on FDI involvement in the EU. 

In the period 2002-2008, non-SOEs became increasingly important players with more 

completed deals, although the total value of these deals was still relatively low. In the period 

2009-2015, the state-owned entities continue to be major investors in the EU due to a number 

of large investments. Meanwhile, inspired by the Going Global Policy and by the new 

strategic initiative  “One Belt One Road” (OBOR) launched in 2013, China’s sovereign 

wealth fund (CIC), China’s policy banks and other commercial entities found more 

opportunities to inject state capital in Europe (Hanemaan & Huotari, 2016). In short, SOEs 

are clearly involved in higher value deals, but non-SOEs nevertheless have become 

significant players in Chinese OFDI since the proclamation of the Going Global Policy and 

the OBOR initiative.  

 

 

 

 

 

 

 

* China established the Chinese Investment Corporation (CIC) in 2007 to manage part of its foreign 

exchange reserves. Although the status of a Sovereign wealth fund (SWF) as an agent of FDI may be 

questioned (the objective of control often being absent), we follow the established practice in most 

literature to include the CIC in OFDI overviews. 
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Table 2.4 China’s FDI in the EU of Ownership of Investors, 2000-2011. 

Number of Deals    (USD million and number of deals)                                                                                      

 Greenfield & share  M&A % share  All Deals %  

share  

Government 

controlled 

148 35% 66 46% 214 37% 

 State-Owned   

Enterprises 

148 35% 64 44% 212 37% 

Sovereign Wealth 

Fund 

0 0% 2 1% 2 0 

Private and Public 280 65% 79 54% 359 63% 

 428  146  573  

Total Investment (USD mn) 

 Greenfield & share  M&A % share  All Deals %  

share  

Government 

controlled 

2,738 52% 12,413 79% 15,151 72% 

State-Owned   

Enterprises 

2,738 52% 8,814 56% 11,552 55% 

Sovereign Wealth 

Fund 

0 0% 3,599 23% 3,599 17% 

Private and Public 2,569 48% 3,238 21% 5,807 28% 

 5,307  15,650  20,968  

Source: Rosen and Hanemann (2012, p. 46) 

Figure 2.5 Share of Chinese OFDI in the EU by investor type 2000-2015. 
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Source: Rhodium Group, (Hanemaan & Huotari, 2016, p. 6).  

2.4 Explaining shifting patterns 

Of course, outward direct investment can be explained by reference to the general objectives 

pursed by the agents involved, and Chinese OFDI is no different: the main factors are access 

to raw materials and energy sources; acquisition of technology, know-how and brand names; 

and the search for markets – either to evade domestic competition or to circumvent 

international barriers to trade. In addition, it is often suggested that geo-political and geo-

economic considerations on the part of the Chinese state also play a role (see Salidjanova, 

2011, pp. 6–13 for an overview).  

However, in this article, as stated before, we have a more modest aim: we concentrate on the 

rising importance of Europe as a destination of Chinese OFDI observed since the outbreak 

of the global financial crisis in 2008. In the analysis above, we have shown that in the post-

financial crisis period, first, Chinese M&A in the EU have grown more rapidly but with fewer 

fluctuations; second, the “core of the EU” is still the main destination, but “semi-peripheral 

EU” is a new target for Chinese OFDI; third, investment goes to more diversified sectors; 

fourth, SOEs are still significant while private companies are playing an increasing role, and 

the CIC is a new investor. Upon closer scrutiny, it becomes clear that both pull factors and 

push factors play a role. 

2.4.1 Pull factors 

2.4.1.1 Forced privatization in the EU 

Influenced by the American sub-prime mortgage crisis, the EU has been suffering from a 

sovereign debt crisis since 2009, with Greece downgraded to the world’s lowest credit rating 

by Standard & Poor’s. European stock markets went into a nosedive, the European economy 

stagnated, the Euro fell sharply versus the US dollar, and generally speaking the Eurozone 

has been facing the most severe test since its foundation in 1999. 

Besides, in accepting financial aid packages from the EU and the IMF, Cyprus, Greece, 

Ireland, and Portugal have been forced to take measures to reduce their budget deficits and 
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public debt substantially. Similar conditions were imposed on Spain. The privatization of 

state-owned enterprises forms a common key component of the recovery plans for these 

countries. Madrid’s Barajas and Barcelona’s El Prat airports were privatized with the 

Spanish government’s decision to shed state-owned assets to “narrow Spain’s hefty budget 

gap” (Dominguez, 2011 ). The Portuguese government has raised €3.3 billion through 

privatizations in the years up to 2012 (Costa, 2012). The Greek government accelerated 

plans to sell off state-held assets under pressure from the Troika following the bail-outs in 

2010 and 2012 (Poggioli, 2013). When governments are under such intense pressure, the 

assets for sale are likely to be undervalued. In the past years, such circumstances have clearly 

attracted new foreign investors, including Chinese, to the countries in question. One-fifth of 

Chinese acquisitions were in fact completed in semi-peripheral member states in the post-

financial crisis periods. Another good example is the Chinese shipping giant Chinese Ocean 

Shipping Corporation (COSCO): it acquired the rights to operate the two main container 

terminals at Piraeus port outside Athens, Greece. This 35-year lease was acquired for US$4.2 

billion in 2009, the largest deal to date in the southern EU. With fast growth in the first two 

years of operation, COSCO and other Chinese companies were invited to take a greater share 

in the overall privatization plans of the Greek government (then expected to amount to €50 

billion) (Fu, 2012). In November 2013, COSCO signed a contract to invest an extra US$309 

million in the port (Xinhua, 2013). Furthermore, COSCO has been showing a great interest 

in bidding for the further privatization of the Piraeus Port Authority (67% of the shares) 

planned by the Greek government since 2014. That bid was continued, even when the 

privatization process was suspended by the new Greek Syriza-led government (Shi, 2015). 

COSCO Shipping finally got the controlling stake with an investment of €368.5 million in 

2016 (Stamouli, 2016). As a result of these consequences of the Eurozone sovereign debt 

crisis, Greece, Ireland, Spain and Portugal became rapidly growing new destinations for 

Chinese FDI. It may be expected that pressure to privatize will continue to be exerted in 

countries with high public debt to GDP ratios such as Greece and Italy. 

Such demands also presented the positive attitudes of the semi-periphery countries such as 

Greece, Portugal and Spain the on the Chinese investment and the followed development. 

For instance, the local employees with Piraeus Container Terminals S. A. (the COSCO branch 

Piraeus port in Greece), showed the positive attitudes towards COSCO’s investment, stating 

that  
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This is a profitable company, here at the port we made a great project, like we 

constructed Pire II and the infrastructure of Pire III. The Chinese bought the new 

equipment and also know-how here. (Personal interview to a junior Greek Staff 

in PCT, 7 December 2017, Athens) 

There are different phases in eight years, the impression of (COSCO’s investment) 

is more positive than negative… Chinese Primer said four or five years ago that 

Chinese people would never forget the Greece’s assistance during the difficult 

time, now Greece is on difficult time, China would like to help Greece. This is a 

kind of relationship that give you the feeling that it is not only the business 

relationship, it is complexity which is related to more cultural but also the 

national relationship. Now you can see we have more tourists from China, things 

are going better to some extent. So I would believe COSCO Shipping was a very 

good example of the investment from Chinese company. (Personal interview to a 

senior Greek Staff in PCT, 7 December 2017, Athens) 

Thus, it presents the affirmative effect of the COSCO’s investment to the local economy to 

some extent.  

Meanwhile, the former Greek government official also presented the positive effect of 

COSCO’s investment in Piraeus, who told us that  

With this strong cooperation, we have proved it is a successful investment. It is 

an example for cooperation with Greek other partners. We need the project like 

Piraeus, and project like airport (those infrastructure projects). It is the first, the 

biggest and leading one on this side. Now, we have stronger cooperation with 

China, we have built strategic relationship. I know, this case brings Greece and 

China closer. (Personal interview to a former Greek governmental official, 5 

December 2017, Athens) 

Such comments also reveal the positive political outcome that COSCO’s investment in 

Piraeus brought on the bilateral relations between China and Greece. Hence, such 

(undervalued) privatized assets as a significant factor that attracted Chinese investors in the 

EU, especially in the early stage of the Eurozone debt crisis and in the semi-periphery 

member states. With the following development, such Chinese investment further brought 
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the benefits for the host countries who in turn presented the positive attitude towards the 

Chinese investment.  

2.4.1.2 Relatively friendly investment environment 

Another reason for increasing Chinese OFDI in the EU is Europe’s relatively friendly 

investment environment compared to the USA. Generally, Chinese global acquisitions 

mainly focus on natural resources. After the failure to acquire Unocal by China National 

Offshore Oil Company in 2005, Chinese investors were cautious about investing in the US 

because of its political protectionism (A. H. Zhang, 2014). In the EU, however, Chinese 

firms are allowed to acquire oil and gas resources, and US$5.7 billion was spent on 

acquisitions in the oil and gas industry from 2002 to 2014 (source: Thomas SDC database). 

The growing investment in infrastructure likewise indicates the positive attitude towards 

Chinese investors on the part of European governments. More than US$5 billion was  

spent in  2012  alone (Hanemann & Lysenko, 2013) including the Chinese Investment 

Corporation’s acquisition of a 10% stake of Heathrow Airport in London (BBC News 

Business, 2012). More than one-quarter of Chinese investment in the post-crisis period 

flowed into manufacturing. Chinese companies urgently need advanced manufacturing 

assets (such as management skills and technology) in order to modernize and to 

internationalize. Moreover, firms in the EU welcomed Chinese investors buying technology 

and acquiring management experience from them: welcome new client in times of recession. 

For instance, Geely Automobile Corporation successfully acquired Volvo, and Beijing 

Automotive Company bought technological assets from Saab in 2009. 

High-tech industry is a newly emerging area for Chinese foreign investment in the EU. 

Chinese high-tech companies such as Huawei Technology Corporation (Huawei) and 

Zhongxing (ZTE) encountered severe difficulties gaining access to the IT service market in 

the USA, where considerations of national security were invoked (W. Chen & Athreye, 

2009a). For instance, ZTE agreed to plead guilty and paid $US1.9 billion in fines to settle 

the allegations that it violated American laws on selling US technology to Iran in 2017 

(Pramuk, 2017). Later, with the escalation of the trade war between China and the US, 

Huawei also finds itself at the center of a political and economic controversy. Huawei has 

been facing the coldest winter with a series of blockade policies from the US government 

since December 2018. First, Huawei’s CFO, Ms. Meng Wanzhou, was arrested in Canada for 
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extradition to the US, for the accusation of her cover-up on the Iran sanctions in 5 December 

2018 (Wakabayashi & Rappeport, 2018). Then, President Trump issued an executive order 

to block Huawei doing business in the US (D. Lee & Staff Writer, 2019), followed by the ban 

of exports to Huawei with the Bureau of Industry and Security (BIS) of the US Department 

of Commerce adding Huawei and its affiliates to the Bureau’s Entity list on 16 May 2019 

(U.S. Mission China, 2019). Huawei was hurt badly immediately by such ban, with Google 

denying Huawei access to Android updates (Badshah & Kuo, 2019). 

However, they were welcomed more warmly in the EU. Take Huawei for instance, which 

operates in Europe via both M&A and greenfield investment. Inspired by the British 

Government’s “open for business” declaration, Mr. Ren Zhengfei, Huawei founder, 

announced a £1.2 billion investment plan at a meeting with the British Prime Minister David 

Cameron (Pfanner, 2012). By 2016, Huawei employed over 10,000 staff, of whom 1570 are 

working in R&D in 18 R&D sites in eight European countries (Belgium, Finland, France, 

Germany, Ireland, Italy, Sweden and the UK (Huawei Europe, 2016). Meanwhile, Huawei 

has planned to double its European R&D staff and to create 5500 additional jobs in Europe 

by 2017 (Huawei, 2014).  

Indeed, the failure in the US market made Huawei reconsider the importance of the European 

market. This was confirmed earlier in 2014 by Mr. Roland Sladek, the Vice President of 

International Media Affairs of Huawei, who was also the European spokesman for the 

company. He stated that “basically, the investment that does not go to the US goes to Europe 

or somewhere else. I think we focus on R&D investment somewhere else, where Huawei is 

more welcome” (personal interview, 24 June 2014). 

In addition, Huawei is making efforts to expand its smartphone business in Europe as well. 

By December 2016, in Northeastern Europe, the market share is over 15% and over 10% in 

Western Europe. In Some northern European countries, Huawei’s smartphone has been 

holding a leading market share, and it ranked as the second most considered brand in 

Germany, Finland, Denmark, Spain and Italy (Huawei, 2018a). As Mr. Roland Sladek, the 

then Vice President of International Affairs said, “Europe is actually the second biggest, 

probably the second home-market for Huawei after China” (personal interview, 24 June 

2014). Indeed, as a result of the effects of the US political opposition in 2019, Huawei’s 

smartphone sale in the European market was badly hurt. However, Huawei has won 5G 
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customers in Europe (Busvine, 2019), and will continue investing AI Ecosystem program in 

Europe with 100 Million Euros in five years (Huawei Europe, 2019).  

Summing up, we can see that the crisis in the EU offered an attractive opportunity for Chinese 

investors; meanwhile, both governments and firms in the EU displayed a relatively positive 

attitude towards Chinese investment compared with those in the US.  

Recently, however, signals have begun to merge that the welcoming climate in Europe is 

cooling and shifting to be negative. In Germany in particular, Chinese attempts to acquire 

“some of the country’s most prized technologies” have led to a backlash (Chazan & Wagstyl, 

2016; Kynge, 2016). Further, the Europe has been sensitive on Chinese OFDI in the field of 

high technology like Action of Made in China 2025, accusing that Europe is suffering from 

the unequal and non-reciprocal investment relations with China (Stevens, 2018).  

As the increasing Chinese investment in the EU, the EU is presenting the deep concerns. This 

can also be seen from the feedback of high-level officials in European Commission, referring 

the perspectives on Chinese investment in the EU. One high-level official in European 

Commission Direct General of Economic and Finance stated that  

There are some hesitations within the EU. China’s behaviors may be driven by 

non-commercial interests. There are some political considerations. But there is 

still some potential to develop. The EU welcomes China’s commercial-driven 

investments. And, we also realized that China is not so open to the EU but the 

EU’s market is open to China. Secondly, China’s state-owned companies is not 

transparent enough and our trust on those companies are limited. These are the 

origins of the EU’s hesitations. (personal interview, 21 February 2018, Brussels).  

Another former top-level EU leader also pointed that  

It’s becoming more and more a challenge (on Chinese FDI in the EU). Because 

the feeling in lots of countries, especially in western Europe, in Germany, France, 

even in Belgium, the Netherlands, is that China is investing too aggressive[ly] in 

what we call strategic sectors. And this crested some kinds of dependency from 

China. And that’s something we reject very strongly (personal interview, 20 

February 2018, Brussels). 
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Hence, the EU is tending to coordinate the screening policies with the member states. In 2017, 

the European Commission launched the proposal of building the framework for screening of 

foreign direct investments (European Commission, 2017), while in 2018, the European 

Parliament, the Council and the Commission reached a political agreement on the screening 

framework (European Commission, 2018). Although the screening framework on FDI 

includes all the non-EU investors, given the fact of increasing Chinese FDI in the EU, it can 

be seen that it targets the Chinese investors (Scimia, 2018).  

In sum, there are the complex feelings of the EU toward Chinese increasing FDI. On the one 

hand, the Chinese FDI brings capital they needed, and facilitates the local economy, which 

presents the positive attitudes to welcome Chinese FDI. This is one significant factor that 

attracts Chinese investment. On the other hand, with the increasing Chinese investment in 

the EU and the dynamic of globalization, the fears and worries of Chinese aggressive capital 

never disappear in the EU. It shifts to more intensive with the Chinese increasing acquisitions, 

no matter on the member states level or on the EU level. Such shifts lead to the EU losing its 

attraction as a pull factor.  

2.4.2 Push factors 

2.4.2.1 Going Global  

The Going Global Policy has been the main push factor promoting Chinese foreign direct 

investment in Europe, especially in the post-financial crisis period (cf. Freeman, 2013, pp. 

7–11). In response to the Asian Financial Crisis in 1997 on China’s exports, “going global” 

(Zou Chu Qu, 走出去) was first mentioned in 1999: it intended Chinese firms to gain access 

to cheap resources overseas to reduce production costs and promote exports (W. Huang & 

Wilkes, 2011). In 2001, the Going Global Policy was incorporated in the Tenth Five-Year 

Plan (2001–2005) to encourage overseas investment in order to create competitive 

multinational enterprises and international brands, and to adjust the domestic industrial 

structure (Bernasconi-Osterwalder, Johnson, & Zhang, 2013). In connection with China’s 

accession to the WTO, the Going Global Strategy was officially mentioned in the 16th 

National Congress of the Chinese Communist Party in 2002. This policy was endorsed by 

President Jiang Zemin as a significant new phase of the Reform and Open Policy. Generally, 

this policy aims to encourage domestic companies’ internationalization and the creation of 

worldwide brands, with credit, insurance and other facilitative services support from the 
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government (Jiang, 2002). In 2004, the State Council published the “Decision on reforming 

the investment management system”. This decision gives companies more freedom in 

investment decision making and stimulated a dramatic increase of Chinese OFDI. In the 

post-financial crisis period, Chinese companies were encouraged even more strongly to 

conduct overseas investment. With regard to Chinese outward foreign direct investment in 

the EU, three elements of the Going Global Policy are of particular importance. 

2.4.2.2 Role of private firms 

The key actors in the Chinese economic system are state-owned enterprises (SOEs), which 

are also prominent in Chinese OFDI. They were pioneers encouraged to invest overseas for 

resources, markets, and strategic assets with financial support and through efficient 

administrative processes by the government (e.g. COSCO and the China Merchants Group). 

According to statistics from the Ministry of Commerce of the People’s Republic of China 

(MOFCOM), more than 60% of the deals were completed by state-owned companies, 

especially those pursuing resources and strategic assets. However, in spite of SOEs’ 

dominance in Chinese OFDI, private companies have become an emerging force due to the 

liberalized authorization procedure, which allows and encourages private firms’ overseas 

investment. Especially since the global financial crisis, private firms have become very 

active and successful in conducting overseas investment, and sometimes they even have 

more advantages than SOEs in raising overseas funds. 

Zhejiang Geely Holding Group’s (Geely) successful acquisition of Volvo Car is one example. 

Influenced by the financial crisis, the undervalued assets in the automotive industry attracted 

Chinese automotive companies. Meanwhile, in 2009 with the “Automotive Industry 

Restructuring and Rejuvenation program”, the Chinese government promoted the 

restructuration of the automotive industry by encouraging Chinese companies to conduct 

outbound M&A. Geely successfully acquired 100% of Volvo Car with US$1.8 billion 

enabling it to appropriate Volvo’s advanced technology and international brand. Geely 

received full administrative and financial support from the Chinese government and 

domestic banks such as the Zhejiang Branch of the Bank of China and the Export-Import 

Bank of China provided loans (M. Wu, 2010). Hence, thanks to supportive governmental 

policies and flexible financing private firms are playing an increasingly important role in 

OFDI. 
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2.4.2.3 Reducing reliance on the US dollar 

Export has been a significant trajectory for Chinese GDP growth especially since China 

joined the WTO. From 2001 to 2007, the export share rose from 22.6% to 38.4% of GDP 

(World Data Bank, 2015), and an export surplus emerged after 2004, rising to 7.4% of GDP 

in 2007 (A. Zhu & Kotz, 2011). In 2009, China became the world’s largest exporter, 

surpassing Germany. The Chinese economy has been boosted by export-led growth, 

underpinned by the  government’s fixed exchange rate policy – keeping the yuan pegged 

to the US dollar (for the relationship between exchange rate policy and foreign investment, 

see Sauvant & Davies 2010). This export-led growth model led China to accumulate huge 

foreign exchange reserves. By the end of 2014, these amounted to US$3.8 trillion, of which 

approximately two-thirds were held in US dollars, the rest in other currencies and in gold. 

Most of the US dollar reserves were invested in US Treasury bonds. For instance, by the end 

of June 2011, China held US$1.3 trillion US Treasury securities (Yongzhong Wang & 

Freeman, 2013). Holding such a great deal of US dollar reserves, China is vulnerable to 

the risk of depreciation of the US dollar and inflationary pressures on its domestic economy.  

To reduce reliance on the US dollar, the Chinese Government takes many measures to 

diversify into non-dollar assets. The China Investment Corporation (CIC) was established 

with US$200 billion from the Ministry of Finance in 2007, aiming to diversify “both away 

from US assets (in  Europe and  Asia) as  well  as  within  US  dollar denominated 

assets” (Overbeek, 2012, p. 155). In the context of the European sovereign debt crisis, the 

Chinese Government indicated that the CIC would buy sovereign bonds from the semi-

peripheral Economic and Monetary Union (EMU) member states (to the amount of some 

US$30 billion) (L. Wei, 2012). However, it soon transpired that the CIC had no intention of 

buying any European government bonds but instead sought other investment opportunities 

(Martinez, 2012). On the one hand, the CIC helped Chinese companies to expand their 

investment in the EU by injecting capital in a China– Belgium mutual fund (J. Chen, 2012).  

On the other hand, it is active as a new investor in the EU to conduct investment in 

infrastructural construction projects mainly located in the UK and France. By taking an 

active role in promoting Chinese OFDI in Europe, the CIC contributes towards further 

international diversification of Chinese business and towards a reduction of China’s 

dependence on the US dollar. 
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2.4.2.4 Gaining access to the market 

As we discussed previously, Chinese GDP growth has been quite reliant on exports, and 

this was actively enhanced by governmental policy. China’s exports to the EU however 

inevitably suffered a blow from the financial crisis and subsequent austerity policies. 

Although decreased demand in European markets caused China’s exports to the EU to 

drop by 6.2% year-on-year in 2012, reaching US$334 billion (J. Li, 2013) ,  China still ran 

a trade surplus with the EU. As a consequence, a protectionist backlash emerged in the EU 

propelled by fears of China buying up Europe or flooding its markets. The European 

Commission levied duties against Chinese solar-panel manufacturers and against telecoms 

equipment makers Huawei and ZTE Corp., arguing that they received illegal subsidies 

from the Chinese government (Bilby, 2013; Stearns, 2013) . Facing this protectionist 

response, direct investment as an alternative way to gain access to the EU market received 

increased attention. Thus, the Twelfth Five-Year Plan (2011–2015) stated that the 

government would “support the carrying out of technology R&D investment cooperation 

abroad and encourage leading enterprises in the manufacturing industry to conduct outward 

investment to create internationalized marketing and sales channels and famous brands” 

(Bernasconi -Osterwalder et a l. ,  2013, p . 13) . With this policy’s support, Huawei 

successfully gained access to the EU market by setting up the R&D centers mentioned 

earlier. 

2.4.2.5 New strategic “One Belt One Road” Initiative 

In 2013, partly in response to the US’ Pivot to Asia policy, the new Chinese administration 

announced a major new initiative, the so-called New Silk Road or One Belt One Road 

(OBOR) initiative (Y.  Wang, 2016). It encompasses massive infrastructural investment in 

South and Central Asia, the Middle East, and East Africa, and potentially links to initiatives 

in Russia and in Europe (the Juncker Plan) where China’s most important export markets 

are. OBOR intends to offer investment opportunities for over accumulated Chinese capital 

while responding to the generally recognized massive infrastructural investment shortfall 

globally. The China-initiated Asian Infrastructure Investment Bank (AIIB) funded by more 

than 50 countries likewise will provide investment opportunities for Chinese corporations 

on a potentially very large scale. 
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In short, the further liberalization by the Going Global Policy, enhanced by the new OBOR 

and AIIB initiatives, explains how both state-owned and private firms could profit from the 

chance to invest in the EU in pursuit of strategic assets such as advanced technology and 

valuable brands. The Chinese sovereign wealth fund (CIC) supports this internationalization 

of Chinese firms, thus assisting in reducing one-sided dependence on the US market and on 

US dollar-denominated assets. Finally, Chinese companies succeed in developing 

alternatives to exports to European markets by investing directly in productive facilities and 

research centers in Europe. These three elements positively push Chinese companies to 

invest in the EU. 

2.5 Conclusion 

There are some new features of Chinese OFDI in the post-crisis period. These changes, 

amounting to the rising popularity of Europe as a destination for Chinese OFDI, are caused 

by both pull and push factors. Chinese M&A in the EU grew rapidly, particularly in semi-

peripheral and peripheral EU countries, mainly because of the attraction of undervalued 

public assets being privatized due to the Eurozone crisis. Meanwhile, the relatively friendly 

investment environment (compared to the USA) attracts Chinese investment into a 

variety of advanced sectors. However, with the increasing Chinese investment flushing in 

the EU and the dynamics of globalization, the EU shifts to be negative on Chinese OFDI 

with deep concerns. This leads to the pull effect gradually fading. In terms of push factors, 

we have indicated that the liberalization in the Going Global Policy is the single strongest 

driving force, while the need to reduce reliance on the US dollar and on US markets 

provided another powerful stimulus to Chinese OFDI in Europe.  
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3 Chapter 3. Strategic Decisions in Chinese State-owned Enterprises 

as Outcome of the Sensemaking of the CEO: The Case of COSCO’s 

Emerging Involvement in the Port of Piraeus* 

[Abstract]  

This paper takes China Ocean Shipping Company (COSCO)’s investment in the Piraeus Port 

as a case study to explore the development of the sensemaking of its CEOs in taking key 

strategic decisions. The extant literature assumes that decisions by CEOs of Chinese state 

own enterprises are informed by the interests of the State. This paper employs social 

constructionist organization theory to investigate COSCO’s then CEO Wei Jiafu’s social 

interaction with various Chinese and Greek stakeholders from his multiple social identities 

in the Chinse corporate and political realms. It shows that the synergy of these identities was 

a driving factor behind the first encounters between Mr. Wei and the Greek government 

officials and behind the initiation of the idea to invest in Piraeus during those first encounters. 

The following encounters gradually enlarged the critical mass of supporters for the 

investment, ending in the signing of the agreement. 

  

 

* This chapter is based on the article published in Transnational Corporations Review 

(2019), 11(1): 50-64, (Y. Ma & Peverelli, 2019). 
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3.1 Introduction  

With the increasing Chinese outbound foreign direct investment (OFDI) in the European 

Union (the EU), infrastructure and logistics (harbors, airports, etc.) have become attractive 

industries for Chinese state-owned enterprises (SOEs). China Ocean Shipping Corporation 

(COSCO)’s investment in the Greek port of Piraeus is a prominent case in this respect. 

In 2008, COSCO Pacific Ltd. (a subsidiary of COSCO Group) successfully obtained a 35-

year concession from the Greek government to operate Pier II as well as rebuild and operate 

Pier III in the port of Piraeus, involving an investment of €4.3 billion  (Reuters Staff, 2008). 

COSCO launched its operation on  October 1, 2009 (COSCO, 2009), and COSCO 

Shipping* finally obtained the controlling stake with an investment of €368.5 million in 2016 

(Stamouli, 2016). 

Chinese investment in European infrastructure led to concerns that “the Chinese are buying 

up Europe” among European politicians. The apprehension triggered by COSCO’s 

investment in the Port of Piraeus was strongly voiced by workers who were afraid of losing 

their jobs, and went on a six-week strike with a banner written “COSCO Go Home!” in 2009 

(Smoltczyk, 2015). Moreover, COSCO’s active involvement in the Greek government’s plan 

for further privatization of the Piraeus Port made some fear that Chinese investors were 

taking advantage of the Greek crisis (Batzoglou & Ertel, 2011). Some scholars even worried 

that Chinese investment in the Port of Piraeus not only aims to explore a new gateway for 

export to Europe (Mihalakas, 2011; Vamvakas, 2014), but also to seek a regional hub for the 

country’s geopolitical strategy (Dokos, 2013; Van der Putten & Meijnders, 2015), and even 

a port for potential military activities (Kynge, Campbell, Kazmin, & Bokhari, 2017). Those 

researchers take for granted that investment by a Chinese SOE must serve the political agenda 

of the national government (Godement et al., 2011). Few studies analyze it from the 

perspective of Greek demand for development (Huliaras & Petropoulos, 2014; Psaraftis & 

Pallis, 2012).  

This case has also received attention in China. Chinese media coverage considers the COSCO 

Piraeus project as the first pillar of China’s new Maritime Silk Road in Europe (Brinza, 2016; 

 

* On 4 January 2016, COSCO and China Shipping were merged into China COSCO Shipping Corporation 

Limited. 
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Zou, 2016), which is a part of One Belt One Road Initiative (Kampanis, 2017; D. Ma, 2015). 

Chinese academics often position it as a successful case of Chinese enterprises’ “going global” 

(COSCO Report Team, 2011; H. Ren, 2015), again on the assumption of a strong relation 

between COSCO as an SOE and the Chinese government. 

All these studies, Chinese and international, seem to assume that the main function of 

Chinese SOEs is to serve that state’s interests and execute the state’s policies. In that 

assumption, their CEOs are regarded as appointed by the state to act as stewards of the state 

assets. Concrete for our COSCO in Piraeus case, all research cited assumes that the Chinese 

government had at some time decided that it wanted to acquire influence in that port and had 

selected COSCO as the vehicle for that acquisition and therefore automatically given 

COSCO’s CEO the task to act as the State’s agent to finalize the deal. 

This assumption is apparently so strong, that extant studies ignore the influence of the role 

of the person of the CEO in this decision-making process. We look critically at this 

assumption from two angles. Our first criticism is towards the belief that the decision making 

is a completely conscious and rational process. In his seminal work on management decision 

making, Simon (1977) presents decision making as comprising four principal phases: 

“finding occasions for making a decision; finding possible courses of action; choosing among 

courses of action, and evaluating past choices” (P.40). Distinguishing these stages makes 

sense, but the choice of verbs seems to indicate that Simon regards each step as a conscious 

process. In social practice, people often do not “find” an occasion for decision making, but 

run into such an issue in the course of social interaction. In a similar fashion, possible courses 

of action and the final choice of one of them can also take place gradually in ongoing social 

interaction. 

Our second angle of criticism is that people engaged in a decision-making process do so from 

multiple social identities. When we look at the role of Mr. Wei Jiafu*  in this particular 

decision making, we assume that his actions in each of the four phases will be informed by 

his inclusions in a number of social-cognitive contexts; the most obvious being his role as 

CEO of COSCO and his functions in the political hierarchy. However, there could be more, 

 

* Mr. Wei Jiafu (魏家福) had been the President and CEO of COSCO between November 1998 and July 2013. 

In this paper, we call him President Wei. 
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then can be revealed through systematic research. 

That COSCO is a SOE does not mean that it can be equaled to an administrative organization 

like a tax office. It is also a commercial enterprise, which means that its CEO will define 

“opportunities” in a different way from what the manager of a tax office would regard as 

opportunities. In a similar way, Mr. Wei Jiafu’s decision making in his functions in the 

political hierarchy will not always serve the interests of COSCO, simply because he was its 

CEO. However, his being the of COSCO will always, to a larger or lesser extent, inform his 

decisions. To generalize this: all of Mr. Wei’s decisions will be informed by a number of roles 

in various social contexts in which he is involved, but never by one single context. In each 

occasion of decision making, one particular context exercise a stronger influence than others, 

but that has to be established for each occasion of social interaction in the decision-making 

process. 

In this paper, we will study the various stages in the decision-making process regarding the 

idea for investing in the Port of Piraeus by analyzing the social interaction of Mr. Wei Jiafu  

with various Greek and Chinese individuals in the period from late 2005 to August 2008. We 

will apply the social integration (SI) model of social constructionist organization theory 

(Peverelli & Verduyn, 2012). The SI model assumes that any decision people make is based 

on the way they make sense of the world and that the sensemaking of individuals is a product 

of ongoing social interaction with others in various social contexts. Applied to our case, we 

thus need to determine the relevant social contexts in which Mr. Wei was active in the period 

under consideration and his social identity in each context. We can then try to reconstruct the 

decision in favor of investing in the Port of Piraeus as a combination of influences from those 

contexts. 

In the remainder of this paper, we will first present a review of the current literature about 

the OFDI of Chinese SOEs and continue with an introduction to SI theory. Then we will 

analyse Mr. Wei Jiafu’s social identities in the decision-making process, followed by his roles 

in various social contexts at the time of his meetings with the Greek government officials. 

Next, we will further discuss how the idea to invest in the Port of Piraeus came up as a 

possibility and gradually grew in importance by attracting the attention of more and more 

people, until a critical mass was reached. Finally, we will draw a conclusion and elaborate 

the limitation. 
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3.2 Literature review  

With regard to OFDI by Chinese SOEs, the existing literature departs from various 

perspectives (Liang, Ren, & Sun, 2015; Karl P. Sauvant & Chen, 2014; C. Wang, Hong, 

Kafouros, & Wright, 2012). The institution-based view seems to be the mainstream view for 

exploring OFDI (Buckley et al., 2007; Robins, 2013), focusing on the home countries’ 

institutional influences. Chinese SOEs are institutionally embedded in the economy by their 

ownership. They are business entities established and supervised by central and local 

governments (OECD Working Group, 2009). In the Chinese institutional framework, the 

state is still regarded as the most important pillar (Scott, 2002); while as assets of the Chinese 

government, SOEs also play a pioneer role in internationalization. From this perspective, the 

OFDI of Chinese SOEs is often studied by exploring their interaction with the Chinese 

government. Chinese SOEs undertake OFDI for their own international business expansion, 

but are still subject to the (national or local) government’s instructions (Luo & Tung, 2007) 

or serve the government’s political or economic goals (Cui & Jiang, 2012; B. Ren et al., 

2012). The Chinese government regards the international expansion of SOEs as important 

for accessing essential natural resources and seeking strategic assets (Buckley et al., 2007; 

Luo & Tung, 2007; C. Wang, Hong, Kafouros, & Wright, 2012). SOEs are therefore often 

perceived as political actors (Cui & Jiang, 2012). The Chinese government has adjusted 

regulations regarding OFDI frequently during the past three decades, from tight control to 

encouragement by incentives. Since the Chinese government launched the “Going Global 

Strategy”3*, Chinese SOEs have been encouraged to engage in overseas investment, referring 

to the “Outbound Catalogue Guidance” issued by Chinese government, and obtaining direct 

financial support from their local government (Holtbrügge & Berning, 2014; W. Huang & 

Wilkes, 2011; Si, 2014).  

From a micro-level perspective, the institution-based view stresses that Chinese SOEs’ 

 

* In 2001, the ‘Going Global’ strategy was made an official part of the 10th Five-year Plan (2001-2005) during 

the National People’s Congress. In the plan the Chinese government ‘encouraged outward investment that 

reflect China’s competitive advantages, and expand the areas, channels and methods of international economic 

and technology cooperation…. encourage capable enterprises to operate overseas and grow globally’ 

(Bernasconi-Osterwalder et al., 2013, p. 2). 
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international strategy is shaped and influenced by the institutional environment (Buckley et 

al., 2008; Child & Rodrigues, 2005). Chinese SOEs are supported by their government and 

enjoy favorable treatment, while this is not always the case for non-SOEs. It is speedy 

government approval for OFDI and financial support from the home government that 

encourage Chinese SOEs to expand overseas (Gao et al., 2015).  

Another institutional connection between Chinese SOEs and the home government are their 

CEOs. The prominent status of SOEs has created a stratification among Chinese business 

managers along the ownership of their companies (Dickson, 2003). Liang et al. (2015) point 

out that “the managers of SOEs are often directly appointed by the state, after having served 

as government officials”(p. 224). In this way the state can achieve its political and social 

objectives by granting incentives through the SOEs’ managers. Robins (2013) even stresses 

it is one of the unique characteristics of Chinese OFDI that the major corporate policy 

decisions are influenced directly by the state through appointing most senior managers in 

SOEs. He points out that “the CEOs of the largest 54 ‘national’ SOEs are appointed directly 

by the Organization Department of the Party and most of the others by the State-owned Assets 

Supervision and Administration Commission of the State Council (SASAC)” (p. 527). 

Through the downsizing of government agencies, a considerable number of officials have 

been given managerial jobs in SOEs. While that was meant to avoid high-level officials 

becoming unemployed, a side effect was that they retained their friendship ties with former 

colleagues who remained in office (S. X. Li, Yao, Sue-Chan, & Xi, 2011). Those personal 

ties are bound to have considerable influence on the individual sensemaking of strategic 

decisions by the CEOs, including those regarding OFDI. However, the influence of such 

social networks has so far never been studied.  

To reveal the detailed process in which Mr. Wei Jiafu decided to invest in the Port of Piraeus, 

we need to identify all relevant social inclusions of Mr. Wei. Then we can try to reconstruct 

the thought process from the birth of the idea to its realization. We will employ the Social 

Integration model of social constructionist organization theory for our analysis. 

3.3 Social integration theory and social identity  

3.3.1 Social integration theory  

Social integration (SI) theory has been developed by researchers at Erasmus University 
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Rotterdam using Weick’s organization theory (Weick, 1979, 1995), enriched with concepts 

from postmodern philosophy, in particular Foucault and Derrida (Van Dongen, 1996) and 

concepts derived from psycholinguistics (Peverelli, 2000; Peverelli & Verduyn, 2012). SI 

theory focuses on the formation of social-cognitive groups as a result of people’s 

sensemaking of the world in ongoing social interaction. Social-cognitive groups are groups 

of people (social) bound by a shared view on reality (cognitive). The latter does not refer to 

the entire reality, but only to that part of reality relevant to the topic of interaction. 

Membership of a group is referred to as “inclusion”. People are included in a large, 

theoretically indefinite, number of groups, which is referred to as “multiple inclusion”. Two 

or more social groups are regarded as connected, if there is at least one person with inclusions 

in both. As soon as members of different groups start interacting about issues related to their 

groups, they form a new group, giving its members another identity. Some of such groups 

can gain a (semi-) permanent nature and become recognized as fully functional social groups. 

This is a key process in ongoing human social interaction. It is the motor of continuous social 

change in which groups dissolve and new groups are formed. 

SI theory could be regarded an alternative social network model (Peverelli & Verduyn, 2012). 

Where mainstream social networks take individuals as the nodes of a network, social groups 

form the nodes in SI network graphs. Two social groups are linked if they have at least one 

member in common. An example would be a person P with two inclusions, Family and Work. 

P can introduce ideas from one inclusion to the other, thus enriching the sensemaking process. 

The strength of this model is that it not only indicates the relationships, but also the nature of 

the relationships. Moreover, each inclusion refers to a number of people. For instance, 

“Family” will include other family members, but in our mini-case there is no information 

regarding the influence of a particular family member.  

Applied to our research topic, we can use the same model to indicate how the decisions made 

by the CEO of a Chinese SOE will be based on the way that person makes sense of the world 

in his company inclusion, but can and usually will be moderated by a number of other 

inclusions. This study is the first time this model is applied to CEOs of Chinese SOEs. 

However, it has been applied to explain the decision making of Chinese private entrepreneurs 

(Peverelli & Song, 2012). 
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3.3.2 Social identity in a theory of social integration  

In psychology, social identity is regarded as “a definition of who one is and a description and 

evaluation of what this entails” (Hogg & Vaughan, 1995, p. 329). Moreover, identity is a 

social term, as your identity is what puts you apart from others. As a consequence, to 

construct an identity you need to identify what it is that sets you apart from significant others 

(Andersen & Chen, 2002; Cross & Vick, 2001). Davis (2006) provides a sharp definition of 

the two issues of the problem of multiple identities of the same person. 

i. how a single person can have different selves understood as a person’s different social 

identities; 

ii. how different persons can make up a single social group understood as their shared 

social identity. 

In this paper, we concentrate on the individual level, through studying the construction of the 

different identities of the same person in different social groups. Social identity is not an 

innate trait of a person but constructed through ongoing social interaction in a specific social 

context. If you believe yourself to be the chief motivator of a certain group, then that 

perception must be supported by the behavior of the other group members, allowing 

themselves to be motivated by you (Carsten, Uhl-Bien, West, Patera, & McGregor, 2010; 

Smircich & Morgan, 1982). 

Applied to our case, we can use this model to identify Wei Jiafu’s social identities, so we can 

study how his various identities played a role in initiating the idea to invest in the Port of 

Piraeus (occasion to decision making) and developing that idea (finding possible courses of 

action and choosing among courses of action). 

3.4 Data collection and research method 

Our main research tool in this paper is making an inventory of the relevant inclusions of the 

key people involved in our case and how shared inclusions form a network on the basis of 

the SI model (Peverelli & Verduyn, 2012). This requires us to identify key actors and how, 

when and where they interacted. We first retrieved a corpus of media reports on meetings 

between representatives of COSCO and the Greek government from the media center of 

COSCO’s official website in the period 2006-2008 (COSCO, 2017). These texts have been 
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placed in order of the occurrence of the events in Chinese. That database is thus 

simultaneously a timeline of a series of events. For each event, we noted who was 

participating, in what social identity (inclusion), and how each event contributed to the 

formation or development of social-cognitive groups. These data were also checked with 

similar reports from other media. 

We then conducted ten interviews with relevant Greece and Chinese experts. Some of these 

have actively participated in the events studied in this paper. But most of them wish to remain 

anonymous, the data retrieved from those interviews enabled us to engage in triangulation to 

further check the findings. 

3.5 Analysis   

Generally, decision making is the most significant activity engaged in by the managers in the 

enterprises, which is the clearest authority sign distinguish from the others. Hence, one aspect 

of investigating the role of the key individuals such as the managers is to explore his/her 

/their involvement in the decision-making process or flow. Especially, the managers or key 

individuals in charge play a crucial role in the process of making strategic decisions, which 

are “highly complex and involve a host of dynamic variables” (Harrison, 1996, p. 46), just 

as the decisions of undertaking overseas investment. Thus, here we investigate the COSCO’s 

then CEO, Mr. Wei Jiafu’s role by analyzing his involvement in the decision-making process 

in investing in Piraeus port.  

In a classic work on the science of management decision making, Simon (1977) views it as 

a process synonymous with the whole process of management. For him, “decision making 

comprises four principal phases: finding occasions for making a decision; finding possible 

courses of action; choosing among courses of action, and evaluating past choices.” (p.40). 

The function of key individuals such as the managers or CEOs in the enterprises is revealed 

in this typical decision-making process flow, which could be generalized as initiatives, 

opportunities and feasibilities in short. However, just as we introduced above, in social 

practice, the decision-making is formed gradually in the process of social interaction in 

various social contexts rather than “found”. This perspective provides a clue to investigate 

how Mr. Wei Jiafu’s various identities played a role in initiating the idea to invest in Piraeus 

(initiative and occasion to decision making) and further developing the idea (finding possible 



 
Chapter 3 COSCO’s emerging involvement in the Port of Piraeus 

 65 

courses of action and choosing among the courses of action). Therefore, we will apply it in 

the analysis below.  

3.5.1 The initiatives of investing in Piraeus: Wei Jiafu’s pre-Piraeus social identities 

When we look back to the beginning of the course of events in the case of COSCO’s 

investment in Piraeus, we find that COSCO as a shipping company, was interested in the 

Piraeus port in early 2005 for its international layout. This motivation for profit was revealed 

as the initiative in the manager’s decision-making process, which is reflected from Mr. Wei 

Jiafu’s inherent social identities.  

3.5.1.1 Firm identity  

With his professional inclusions stemming from nearly twenty years of sea-faring experience, 

and a doctoral degree in shipping design, Wei Jiafu has rich knowledge in international 

shipping management and operation. After his appointment as President of the COSCO 

Group in 1998, during the Asian financial crisis, he first devoted himself to leading COSCO 

to overcome the financing difficulties and then turned to the internationalization process 

(Xiao, 2011). Under Wei’s leadership, COSCO became one of the most successful SOEs in 

the wave of “going out”. Starting from obtaining the operation rights in the Long Beach Port 

in South California of the USA in 2001, COSCO became the fifth largest multinational 

shipping enterprise in the world, with more than 1000 companies and branches in over 50 

countries and regions which contribute half of the total turnover (COSCO Group, 2015). 

Wei played an important role in the decision-making related to COSCO’s investment in the 

port of Piraeus. Operating its own main port in Europe was entered in COSCO’s international 

agenda in early 2005. The strategic geographic position of the port of Piraeus is attractive to 

COSCO. Piraeus is a primary transshipment port close to the European market and emerging 

new markets in Turkey, serving Eastern Europe, the Mediterranean, the Balkans and Black 

Sea (Mihalakas, 2011). By investing this container port, “COSCO could create its own hub 

in the Mediterranean, which would facilitate developing transit service and reduce costs, 

improve efficiency of logistics and expand the global network of container port business” 

(COSCO Staff, 2015). However, there was also some apprehension about the risks of the 

investment in Greece because of its small economic scale. Moreover, the efficiency of the 

port was extremely low, the equipment was outdated and 90% of equipment operators lacked 
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expert training (COSCO Report Team, 2011). While Piraeus was a top contender, it was 

clearly lacking technology and advanced management experience (PCT staff, 2015). 

President Wei, instead, was aware of the real value of the port. “The port of Piraeus is the 

biggest port in Greece, and it is a transit port to connect the markets in the Mediterranean 

area, West Asia, Central and South Europe as well in North Africa, which has big commercial 

value. We are determined to win it” (COSCO Report Team, 2011). In this sense, Mr. Wei as 

the CEO of COSCO, was the key individual who raised the initiative of investing in Piraeus 

and also made the decision to promote the investment for the firm’s international layout and 

to pursue the firm’s commercial profits.  

3.5.1.2 Political identities  

As stated earlier, there is a common belief that SOEs are owned and controlled by the 

government, serving the government’s policies (B. Ren et al., 2010), and are receiving 

government support (Szamosszegi & Kyle, 2011), including in their overseas investment 

(Buckley et al., 2008; W. Huang & Wilkes, 2011; Voss et al., 2009). As the largest SOE in 

the shipping industry, COSCO has an important strategic position in China’s economy. The 

shipping industry is one of strategic industries concerning national security and national 

economic lifelines in China, which should be absolutely controlled by the state (F. Ren & 

Liu, 2006). In 2010, the top three SOEs (COSCO, Sinotrans and China Changjiang National 

Shipping (Group) Corporation, and China Shipping (Group) Company) account for more 

than half of the revenue of the shipping industry (Szamosszegi & Kyle, 2011, p. 37). The 

CEOs of these three companies will form a social-cognitive group in which they are included, 

as they will interact regularly in various political meetings. 

Chinese society uses rank to gauge social status (S. X. Li et al., 2011). SOEs operating 

directly under the national government are divided into three categories: ministerial level 

(zhengbuji 正部级 ), vice-ministerial level (fubuji 副部级 ) and departmental level 

(zhengtingji 正厅级). The CEOs of those companies are given the rank of minister, vice-

minister and head of department, respectively. These ranks are not related to a specific 

ministry, but indicate their status in the Chinese political hierarchy (Leutert, 2016). COSCO 

is a SOE of vice-ministerial level, and its CEO is attributed the rank of Vice-Minister. We 

will refer to this with the term “conceptual Vice-Minister” to distinguish it from acting vice-

ministers. Wei Jiafu thus played an important role for COSCO (company inclusion) while 
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interacting with Chinese government officials on that level (political inclusion). 

From his inclusion in the Chinese Communist Party (CCP), Wei was elected member of the 

CCP Central Committee for Discipline Inspection in 2002 and 2007 at the 16th and 17th CCP 

National Congress (COSCO, 2013). These multiple inclusions placed him in a beneficial 

position for ensuring that COSCO’s development fitted the direction of the development of 

the State, securing support from the central government for COSCO’s internationalization 

strategy. The personnel of central SOEs is “under the jurisdiction of the CCP Central 

Organization Department”, the department in charge of a cadre rotation system that directly 

appoints all the top leaders of vice-ministerial-level enterprises (J. Wang, 2014, p. 659) like 

COSCO. In the evaluation system, senior executives are rewarded on their financial 

performance (Szamosszegi & Kyle, 2011). They therefore will align their direction and 

targets with those of the government for the sake of further promotions (Brockman, Rui, & 

Zou, 2013). This trait of top leaders of Chinese SOEs demonstrates how deeply they are 

embedded in China’s political institutions. President Wei confirms this in an interview on 

how to be a good entrepreneur. For him, a successful entrepreneur is trying to be a politician, 

“learning to do things from a political angle, both in terms of managing the enterprises and 

making decisions based on the guidelines set by local government and conform to the trends 

of the time” (Editorial, 2006, p. 95). 

We contend that the driving force behind the final decision to invest in Piraeus is the personal 

motivation of the individual decision maker, President Wei Jiafu. This paper will therefore 

focus on how the idea to invest in Piraeus came up and gradually gained critical mass through 

the ongoing social interaction of Wei Jiafu with various Greek stakeholders and key managers 

within COSCO. It will be useful to summarize Mr. Wei’s relevant inclusions as showed in 

Table 3.1. 
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Table 3.1 Mr. Wei Jiafu’s social Identities Pre-Piraeus 

Inclusion Role Core influences 

COSCO CEO the most senior manager of the company with 

the final responsibility for everything 

CCP senior member can organize CCP’s consent or veto on any 

managerial decision in the company 

State 

administration 

conceptual vice-

minister 

person who can represent the government on 

certain occasions 

Source: Generalized by the authors. 

3.5.2 The social constructions of COSCO-Piraeus 

To reconstruct how the idea for COSCO’s investment in Piraeus started and gradually 

developed in the course of that interaction, we conduct an analysis of social interaction 

between Wei Jiafu and various Chinese and Greek actors in the period 2005-2006. After 

reviewing the collected data, we found two main events providing a significant context of 

social construction of President Wei’s roles for COSCO’s investment in Piraeus Port.  

They are  

- The work visit to China by Mr. Evripidis Stylianidis, Greek Vice-Minister of Foreign 

Affairs for Economic Cooperation and Development in the end of 2005. 

- The official visit to China by Greek Premier Costas Karamanlis in January 2006. 

From these two meetings, we can learn the Greek governmental officials’ reactions on Mr. 

Wei Jiafu’s social identities, while the process of social construction also presented Mr. Wei’s 

efforts on finding possible chances to take actions to promote the investment in Piraeus.  

3.5.2.1 Stylianidis’ visit 

Mr. Evripidis Stylianidis, the then Vice-Minister of Foreign Affairs for Economic 

Cooperation and Development has granted a generous amount of time for an interview and 

allowed us to freely cite him (Stlylianidis, 2017) . Most of the contents of this section have 

been derived from that interview. 
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He stated that Greece was then following a foreign policy of “looking East”, in particular: 

The Black Sea Area, Turkey, Russia, Ukraine. The Prime Minister proposed to extend that to 

China, as the two countries already had extensive commercial and cultural relations. 

Moreover, Italy, another Mediterranean nation, was also intensifying its contacts with China 

and the Greek Premier feared that the Italians beat the Greek in winning the most interesting 

Chinese opportunities. 

To execute the new policy, Mr. Stylianidis organized a work visit to China with a number of 

Greek ship-owners. The latter already had personal networks in China, as they were buying 

ships from China and transported Chinese goods all over the world. In terms of the SI model, 

Mr. Stylianidis was included in the group of ship owners from his political function, and in 

the then Greek cabinet as the Vice-Minister responsible for international economic 

cooperation. He used this multiple inclusion to link the Chinese network of the Greek ship 

owners to the new political agenda of the cabinet. 

Mr. Stylianidis recounts that the discussions with various Chinese parties were not restricted 

to economic and commercial topics. The shared long history was also stressed. He knew 

about the Chinese policy of the New Silk Road and the Belt and Road Initiative and pleaded 

that those roads would also call at Greece. A highly interesting anecdote indicating the 

positive ambiance is that the Chinese are the only nation whose designation for “Greece” was 

based on the Greek name for their nation “Hellas” (Xila 希腊  in Chinese). This joint 

sensemaking has clearly constructed a social cognitive group from which the Deputy 

Minister still derives an identity. 

Mr. Stylianidis also met Mr. Wei during this visit. He mentioned that the Greek ship owners 

already had contacts with COSCO, which helped in getting high-level meetings during their 

visit at the end of year 2005. Mr. Stylianidis vividly recalls that “Captain Wei at that time 

was the President and CEO of COSCO. . . And I think he was very high in the position in the 

Communist Party of China. So, he was a very influential guy”. Earlier in the interview, Mr. 

Stylianidis mentions that “We did not participate in a political discussion. We met him as a 

manager”. He continues praising Mr. Wei’s intelligence, referring to Wei as “a key person in 

creating the contract” (investing in the Port of Piraeus). Towards the end of that section, 

referring to Prime Minister Karamanlis’ official visit (see the following section of this paper), 

he points out that “after the official visit of our Prime Minister Mr. Karamanlis, the bilateral 
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relation became better and better. And out of the changes in China, we continued, our country, 

to have this good relations”. Back to our model, Mr. Stylianidis once more shows that he has 

an intuitive feeling for multiple inclusions, sensing that Mr. Wei’s firm and political identities 

created strong synergy. In fact, as Vice-Ministers, Mr. Stylianidis (actual) and Wei 

(conceptual) were of the same rank. 

3.5.2.2 Karamanlis’ visit 

The Greek Prime Minister Kostas Karamanlis visited China in January 2006, the Chinese 

government arranged a meeting between him and Mr. Wei Jiafu on January 20th. The Greek 

Minister of Foreign Affairs, the Chairman of the Greek Ship Owners Association and the 

President of the Port of Piraeus also attended (COSCO, 2006c). 

Including the President of the Port of Piraeus was an obvious sign that Mr. Karamanlis had 

Piraeus on his agenda. The Chinese government would therefore want to include someone 

from the Chinese maritime world on the list of prominent Chinese to meet with him. In view 

of Chinese political practice, potential candidates should also be people relatively close to 

the central government. COSCO was a major state owned (= close to the government) 

shipping (= maritime) company, so the company’s then CEO, Mr. Wei Jiafu, with the 

bureaucratic rank of conceptual Vice-Minister, emerged as a natural candidate.  

We interviewed one of the high-ranking Greek officials present during that meeting, who 

preferred to do so anonymously (Greek government offical, 2017). We are consistently 

referring to him with “the official” in this section. He shared an inclusion in the Greek cabinet 

with Mr. Stylianidis. We can assume that Mr. Stylianidis had briefed him extensively about 

his earlier visit to China. This is reflected in a number of similar words and phrases in both 

interviews. For instance, the official also mentioned that China and Greece not only have 

good relations in the shipping business, but also share a rich historical heritage. The official 

was not included in the Greek Shipping business, which explains why Mr. Wei’s firm identity 

does not play a prominent role in his story of the meeting, though he does mention that Mr. 

Wei was an influential political person. However, what struck this official most were Mr. 

Wei’s open personality, speed, and efficiency. He remarks that “Personally, he (Mr. Wei) is 

very friendly, open, easy-going, full of humor, and easily to become a friend. Through the 

interactions, we have a very good personal relationship”. And follows with: “Besides, I am 
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very impressed by him. He managed this big company, and made quick decisions. We were 

surprised the project went so quickly’. This impression is confirmed in the interview with a 

high-level policy advisor of then-Greek government, stating “the deal went very quickly and 

practical, which was surprised us” (Greek government policy advisor, 2017). The official 

also added that “We know he has influence in the Chinese government, but he is the man that 

made decision. And he made fast decisions and helped to promote it very quickly. He was 

very positive in promoting the agreement”. 

The interview reveals that Wei’s political and firm identities played a role in the counterparts’ 

cognition. We will analyze the social interaction during both meetings using the SI model, 

making an inventory of the main social-cognitive groups involved. We will then identify how 

what happened in one group influenced what happened in other groups through the multiple 

inclusions of key persons. Compliant with the conventions of the SI model, we will mark 

names of social cognitive groups with initial capitals. Once this has been done for both 

meetings, we can place the events in temporal order to reconstruct the social construction of 

the idea of COSCO’s investment in the Port of Piraeus. 

3.5.2.3 Social interaction during Stylianidis’ visit 

Mr. Stylianidis was a Vice-Minister in the Greek Cabinet. We do not enter all (vice-) ministers 

in the graph, as the typical composition of a European cabinet is common knowledge. We 

only add the Prime Minister, as his suggestion to look further to China is indicated in Mr. 

Stylianidis’ interview. Mr. Stylinidis had good contacts in the Greek Ship-owners circles and 

the Greek Ship-owners had good relations with COSCO. A group of the same type of persons 

can be represented by one of them in the graph, so “SO” refers to the group of Greek ship-

owners. A meeting like that with Mr. Wei during this visit is also a type of social interaction, 

and therefore constructs a social-cognitive group, which we will name: “Meeting Wei”. This 

group is placed in the center of the graph indicating that it is the focus of our analysis. The 

situation right after the meeting with Mr. Wei during Stylianidis’ visit is represented in Figure 

3.1. 
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Figure 3.1  Graphic representation of the meeting between the Greek delegation and 

Mr. Wei in Shanghai 

 

(S= Mr. Stylianidis; K= Mr. Karamanlis; So= the group of Greek ship-owners; W=Mr. Wei) 

Source：Made by the authors 

3.5.2.4 Social interaction during Karamanlis’ visit 

The Greek Cabinet also plays a role in this visit. It therefore reappears and we need to add 

the Foreign Minister, who attended the meeting. Mr. Stylianidis attended as a prime source 

of information in the Greek Cabinet group. Mr. Wei participated from his Government and 

COSCO inclusions. The President of the Port of Piraeus has a somewhat peripheral role in 

this meeting. He is mentioned in the COSCO press release, but not in the interview with the 

high-level Greek official. Once more, this meeting constructed a social-cognitive group that 

we will name ‘Meeting Jan. 2006’. This group is placed in central position, indicating that it 

is the focus point of our analysis. The graph is represented in Figure 3.2 
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Figure 3.2 Graphic representation of the meeting between Mr. Karamanlis and Mr. Wei 

 

(S= Mr. Stylianidis; K= Mr. Karamanlis; W=Mr. Wei; FM=Greek Foreign Minister; P= 

President of the Port of Piraeus) 

Source: Made by the authors. 

When we observe the graphs of both meetings together, and look for actors with shared 

multiple inclusions, it is clear that besides President Wei, Mr. Stylianidis is another key actor, 

because they participated in both meetings as the connectors. Both gentlemen stand out as 

people apt in bringing different groups of people together to create synergy to realize ideas. 

However, while Mr. Wei mainly participated in the first from his firm inclusion, he 

participated in the latter from his firm and political inclusion.  

3.5.2.5 Further social interaction 

When the decision was made, the manager would take actions to promote it realized, which 

is the process of feasibility. Specifically, the Styliandis’ visit seeded the idea that COSCO, 

and other parties involved, would benefit from COSCO’s investment in Piraeus, while the 

idea itself sprouted in the Karamanlis meeting, which became an important case for bilateral 

cooperation involved in the Sino-Greek Joint Statement on Establishing a Comprehensive 

Strategic Partnership (Ministry of Foreign Affaris of PRC, 2006). From then on, that meeting 
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was followed by several more, alternatingly in Greece and China, gradually involving more 

and people, representing a growing number of social-cognitive groups at both sides (See 

Table 3.2).  

We will refrain from analyzing each meeting to the same level of detail as we have done 

above for the first two, but will highlight one detail, that can be regarded as a sub-timeline: 

the growth of the Piraeus configuration within COSCO. Mr. Wei visited Greece as a member 

of a Chinese delegation including in July 2006. He brought along Vice-Chairman Chen 

Hongsheng (COSCO, 2006a). Within COSCO Mr. Wei as a single actor did not constitute a 

group. With Mr. Chen added, a Piraeus configuration was started. We see Mr. Chen 

reappeared during a meeting between Mr. Wei with a Greek delegation in October 2006 

(COSCO, 2006b) (See Figure 3.3 as an example). There is another Greek visit to China in 

May 2007 and Mr. Wei then included Vice-Chairman Zhang Liang (COSCO, 2007). During 

a Greek visit to China in August 2008, Mr. Wei brought along Vice-Chairmen Chen 

Hongsheng and Xu Lirong (COSCO, 2008). All these additions strengthened the Pireaus 

configuration in the COSCO Board and gave the other inclusions of the Vice-chairmen access 

to that configuration. This again displays the strong explanatory powder of the methodology 

of analyzing and social development by following the development of inclusions of key 

people. It also gives a more detailed insight in how decisions of groups, even as large a 

corporation like COSCO, are embedded in the social interaction of the key individuals 

involved. 
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Table 3.2 Meetings between COSCO and Greek Government (2006-2008) 

No. Time  Events Place Participants 

1 26 July 

2006 

President Wei Jiafu visited 

Mr. Kalamanlis, Greek 

Prime Minister 

Athens, 

Greece 

Chinese Ambassador to Greece Mr. Tian 

Xuejun, COSCO Vice-President Mr. Chen 

Hongsheng   

2 24 

Octob

er 

2006 

President Wei Jiafu met 

Mr. Alogoskoufis, Greek 

Minister of Economy and 

Finance  

Beijing, 

China   

Greek Deputy Minister for Economy and 

Finance Mr. Fulias, COSCO Vice-

President Mr. Chen Hongsheng   

3 10 

May 

2007 

President Wei Jiafu met 

Ms. Dora Bakoyannis, 

Greek Minister of Foreign 

Affairs 

Beijing, 

China 

Deputy Minister for Foreign Affairs Mr. 

Stylianidis, Greek Ambassador to China 

Mr. Cambanis, COSCO Vice-President Mr. 

Zhang Liang, COSCO Greek Company 

Mr. Li Keqiang  

4 24 

June 

2008 

President Wei Jiafu 

attended “Greece –China 

Business Forum” 

Beijing, 

China  

Mr. Papoulias, Greek President  

5 7 

Augus

t 2008 

President Wei Jiafu met 

Ms. Dora Bakoyannis, 

Greek Minister of Foreign 

Affairs 

Beijing, 

China  

Greek Ambassador to China Mr. 

Cambanis, COSCO Vice-President Chen 

Hongsheng, Xu Lirong 

6 23 

Nove

mber 

2008 

President Wei Jiafu 

Visited Greek Ministers  

Athens, 

Greece  

Greek Minister for Employment and Social 

Protection, Greek Minister for 

Transportation and Communications, 

General Secretary for Mercantile Marine, 

President and CEO of Piraeus Port 

Authority 

7 24 

Nove

mber 

2008 

Greek Prime Minister met 

President Wei Jiafu  

Athens, 

Greece 

COSCO Vice-President Xu Lirong, and 

related delegation  

Source: COSCO Corporation News (COSCO, 2014), generalized by the authors.  
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Figure 3.3 Graph of the further integration of the social inclusions on COSCO and the 

Greek counterparts. 

 

 

(K= Greek Prime Minister Mr. Costas Karamanlis, W=Mr. Wei Jiafu, President of COSCO, 

C= Mr. Chen Hongsheng, COSCO Vice- Chariman).  

Source: Made by the authors. 

3.6 Discussion and conclusion 

From the analysis above, we can conclude that President Wei’s pivotal role in the process of 

identifying a European port for COSCO’s investment was based on his inclusions in the 

company and the political hierarchy, and the informal inclusions constructed in his ongoing 

interaction with Greek counterparts.  

Specifically, Mr.Wei’s firm identity formed the initiative for investing in the Port of Piraeus 

after the evaluation of the strategic position of the port in COSCO’s international layout. 

Meanwhile, his political identity is a conceptual Vice-minister as CEO of an SOE in a pillar 

industry. He represents the relatively small group of old league managers of Chinese SOEs, 

who had been appointed on the basis of good performance, in the professional as well as in 

the political realm. As the CEO of a vice-minister-level SOE, his status of conceptual Vice-

minister was a powerful resource in making that transition to a successful CEO. His two 

identities were socially integrated in the process of interaction with Greek counterparts.  
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Through the analysis above, we can see that Mr. Wei was aware of his different social 

identities and kept access to all his inclusions open at all occasions, which is revealed from 

his social interaction in the first two meetings. Moreover, he also kept all his inclusions open 

to others who showed interest. He could therefore function as a connector of groups of people 

that, once connected, were able to continue and develop that connection. This connecting of 

groups does not always take place deliberately, based on some grand design. It is more often 

based on instinct, or on a haphazard basis. 

An interesting finding of our research is that by strictly following the methodology of the SI 

model, we could identify Mr. Stylianidis as another key individual, who played an important 

role as a connector to promote COSCO’s investment in Piraeus Port. 

Therefore, through the analysis on Mr. Wei Jiafu’s and Mr. Stylianidis’ social identities and 

social integration of those identities, we can gain insight in the individual level social 

processes in which the idea for COSCO’s investment in Piraeus was initiated. It shows that 

it was forged by combining Greek and Chinese personal networks, rather than as a 

deliberately strategic action. The above analysis also provides a new perspective for 

understanding OFDI of Chinese SOEs. Existing research on decision making in this field 

concentrates on the role of the government and the role of the enterprises as instruments of 

the government. We acknowledge that SOEs are usually still the first choices for the Chinese 

government’s strategic OFDI; however, the literal meaning of “state-owned” has changed 

considerably during the decades of economic reform. The older term guoying qiye（国营企

业） “enterprises run by the State” has been replaced by guoyou qiye （国有企业） “State 

owned enterprises”. This change confirms that the State no longer regards itself as the party 

engaged in the day-to-day operation of the SOEs, but as the owner, who delegates the 

management to professional managers.  

Hence, although this paper is based on a single case study, we believe this is a strong proof 

that research into any aspect of the operation of Chinese SOEs should allocate more attention 

to the persons of the Chinese managers involved. In this sense, it opens the black box of the 

decision-making process in Chinese SOEs, which contributes to understanding Chinese 

SOEs’ behavior from the aspect of the pursuit of commercial profits. 
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3.7 Limitations and future research   

This paper is limited in a number of aspects. It is based on one single case, though one of 

major importance. The research method developed in this study should be applied to a 

number of other similar cases, to see to what extent the new findings corroborate ours. 

Although the number of texts in the corpus is large, they have been mainly extracted from 

one source. Data from additional sources and in-depth interviews with relevant people should 

generate valuable control data. 

However, we believe that the research method developed in this research is mature enough 

to apply it to leaders of other Chinese SOEs with substantial overseas investments. The next 

step could be to extend the application to leaders of large private Chinese corporations to 

explore how their set of inclusions has contributed to strategic decisions related to foreign 

investments.  
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4 Chapter 4. Why Geely succeeded in its acquisition of Volvo Car? A 

case study of Chinese OFDI in the automotive industry in the EU* 

 [Abstract] 

The successful acquisition of established Swedish Carmaker Volvo Car (Volvo) in 2010 by 

Chinese automotive manufacturer Zhejiang Geely Holding Group (Geely) became 

worldwide news. It was the largest acquisition in the history of the Chinese automotive 

industry until that point. The most common analysis on why the move was a success focus 

on the firm’s internationalization strategy or on the key role of Geely’s President Li Shufu. 

However, they fail to look into other influential factors such as the role of the Chinese 

government and the context of the global 08-09 financial crisis. This chapter aims to explain 

the reasons of Geely’s successful Volvo acquisition in a comprehensive way, by integrating 

international business and global political economy perspectives. This is done in a twofold 

manner: by looking the background in which the acquisition was finalized, which is the 

global automotive- industrial structural changes during the 08-09 financial crisis, and then 

developing a multi-aspect framework from the global political economy perspective to look 

for the relevant factors influencing deal-completion, and applying it to Geely’s acquisition of 

Volvo. As a private firm, Geely had all factors that would lead to completing such a deal 

successfully: the move was motivated and promoted by its founder Mr. Li Shufu, and the 

company had previous successful experience of internationalization as well as a reputation 

as a positively friendly seller. More importantly, the deal matched Chinese automotive policy 

of developing an own brand, improving technology and expanding market. This can help 

explain why Geely got full support from the Chinese government for the acquisition. 

 

 

* This draft was finished in 2017. Volvo Car was Geely’s first successful acquisition with large amount. The 

company went on to acquire six other automotive companies (see Table 4.4). This shows the first success for 

Geely had an important effect on the following Foreign Direct Investment (FDI). Hence, this paper focuses on 

the analysis on Greely’s success in acquiring Volvo Car. 
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4.1 Introduction  

On 2 August 2010, Chinese automotive manufacturer Zhejiang Geely Holding Group 

(Geely) finalized the $1.5 billion, 100 percent acquisition of Swedish carmaker Volvo 

Cars (Volvo) from Ford Motor Company. This purchase included all of Volvo Cars’ 

assets, including 100 percent intellectual property, car plants in Sweden and Belgium, 

and sales networks throughout Europe. This case of a hitherto unknown private Chinese 

automotive company buying a European carmaker best known for its safety record got 

worldwide attention. It was not only the largest Chinese acquisition of a foreign carmaker. 

It also represented the most ambition act of a Chinese automaker on its way to become a 

global player in the automotive sector.  

The acquisition was of strategic significance, as numbers show. By 2016, Geely had 

doubled its net profit to US$ 741 million, with Volvo tech boosting its sales in that year 

(Spring & Shirouzu, 2017). And in 2017, Volvo realized a three-consecutive-year record 

sales up to 534,332 units; its net revenue grew by 10 percent compared to 2015 (Volvo 

Car Group, 2017) with positive developments in both the US and China. Volvo further 

devoted itself to developing green-energy technology and announced its plan to launch 

fully electric or hybrid models from 2019 (Pollard & Evans, 2017). In addition, Geely 

and Volvo planned a technology-sharing joint venture to deepen links (Pollard & Blair, 

2017).  

The acquisition was a milestone for the Chinese automotive industry, particularly considering 

the wave of Chinese car manufactures’ undertaking acquisitions in the European Union (EU) 

and the United States (US) during the financial crisis. As such, it was a source of academic 

debate.  

Current studies on Geely’s acquisition of Volvo focus on Geely’s motivation at firm level. 

In this view, Geely actively sought an overseas market (X. Wu, Ding, & Shi, 2012), strategic 

assets such as brand (Brown, 2012) and technology (Yao & Wang, 2014) to execute its 

internationalization strategy (Fetscherin & Beuttenmuller, 2012; von Bismarck & Zheng, 

2016). The role of President Li Shufu (李书福), Geely’s founder, in the process of decision-

making and promoting the acquisition was also highlighted by the media (Krolicki, Pollard, 

& Yan, 2010; People's Daily Online, 2010b; Young, 2010). This international business 
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perspective provides an explanation of Geely’s motivation to acquire Volvo at the firm and 

individual level. It looks at the firm’s motivation of FDI by considering the firm as a rational 

organization from an international business perspective. Yet it fails to acknowledge the 

global and national context that the acquisition was embedded in. Although Y. A. Chen, 

Wang, and Young (2015) considered the global context of the situation, the analysis still 

focused on the firm’s interests. In addition, some studies noticed the Chinese government 

played an important role in pushing Chinese enterprises to the global stage; however, they 

emphasized the government’s role as a regulator in overseas investment (Chu, 2011; 

Cvetanovska, 2014; R. Tang, 2012) for the development of China’s automotive industry, and 

only used the acquisition as an example of success. Thus, existing studies give a set of 

motivations for Geely’s acquisition of Volvo. However, they analyze separated perspectives 

and fail to consider other influential factors such as the role of the Chinese government and 

the background of the global financial crisis. 

This chapter aims to explain why Geely was able to acquire Volvo in a comprehensive way, 

by integrating international business and global political economy perspectives. Firstly, the 

international business perspective provides a firm-level analysis of Geely’s success. Then, 

the global political economy perspective offers a broader view, and allows to look into global 

and national factors influencing the completion of the deal. The automotive industry was 

severely impacted by the current financial crisis, especially in developed markets including 

the US –the largest national passenger vehicle market – and European markets, where the 

main automakers suffered from declining market share, overcapacity and supplier 

bankruptcy (Van Biesebroeck & Sturgeon, 2010, p. 213).  

Automotive production was shifted to developing countries such as China, Mexico, and India, 

where there was also stronger sale-growth. A global political economy perspective offers a 

possibility to observe the contingency of multiple actors in the changing global automotive 

industry, and vice versa. American automakers bailed out European subsidiaries as a survival 

strategy. This attracted Chinese automakers, as the automotive industry became attractive for 

Chinese outward investment in the EU. By focusing on Geely’s acquisition of Volvo, this 

chapter reveals an aspect of increasing Chinese Outward Foreign Direct Investment (OFDI) 

in the EU by looking through the changes of the global automotive industry. This helps to 

enhance the understanding of different types of Chinese OFDI in the EU in different sectors.  
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The structure of this chapter is as follows. First, there is an overview of Chinese automotive 

acquisition in the EU and the US. The structural change of the global automotive industry 

during the financial crisis is described, then, the possible relevant factors influencing the 

completion of Chinese overseas investment are established as the conceptual framework, and 

used to conduct in-depth analysis on Geely’s acquisition of Volvo.  

4.2 Chinese automotive investment in the EU and the US (2000-present) 

The successful acquisition of Volvo by Geely fits within the context of national industry 

development and the dynamics of globalization. To best understand this, the following 

section introduces Geely and shows its role in the Chinese automotive industry, and then 

reviews the impact of the global financial crisis on the automotive industry worldwide.  

4.2.1 Chinese automotive industry: an outlook  

There have been several stages of development for China’s automobile industry. In the first 

phrase, between 1949-1978, the Chinese automotive industry was built under central control 

and planning of the government. There were three main state-owned production plants: First 

Auto Works (FAW), Dongfeng Motors (DFM) and Shanghai Automobile Industrial 

Corporation (SAIC), which focused on truck production (Balcet, Wang, & Richet, 2012).  

In the second stage, 1978-1994, the “Reforming and Opening” Policy led Chinese 

automakers to begin promoting passenger-car production. Several state-owned 

manufacturing joint ventures were established in the 1980s to seek foreign technology. The 

Beijing Automobile Industry Corporation (BAIC) and American Motors Corporation (AMC) 

formed the first joint venture in 1984, shortly followed by Shanghai Automobile Industrial 

Corporation (SAIC) and Volkswagen.  

Technology licensing was another way for Chinese automotive producers to acquire 

advanced technology from foreign counterparts. For example, the Tianjin Automotive 

Industry Corporation (TAIC) licensed technology from Daihatsu in 1986 to produce the Xiali 

mini-sedan, while in 1983, Chang’An licensed technology from Suzuki to produce its own 

mini car (Yao & Wang, 2014). In 1991, the automotive industry was designated as a “pillar 

industry” in the Chinese government’s 8th five-year plan. A comprehensive automotive 

industry policy was launched in 1994, which intended to drive the national economy (Stewart 



 
Chapter 4 Geely succeeded in the acquisition of Volvo Car 

 83 

et al., 2012). In the 1990s, the Chinese automotive market was monopolized by six key state-

owned players: FAW, SAIC, DFM, BAIC, TAIC and Guangzhou Automotive Industry 

Corporation (GAIC).  

Since then, the automotive industry has developed rapidly, especially after China’s entrance 

into the World Trade Organization (WTO), when Chinese firms began to emerge. Some of 

these firms cooperated with local governments to set up State Owned Enterprises (SOEs) to 

assemble automobiles, including Brilliance China Automotive Holding, Anhui Jianghuai 

Automobile Company (JAC). Some independent automotive producers are private owned, 

among which Chery Automobile, Geely Automobile, and Great Wall Motors. They were the 

main Chinese car producers in the 2000s, producing low-price passenger cars and exporting 

them to the developing world (Drauz, 2013)  

Since then, the Chinese automotive industry has formed a very specific and particular 

structure. State-owned automotive producers in joint ventures with foreign partners are still 

the largest automakers, but local automotive manufacturers are on the rise (See Table 4.1). 

According to the China Association of Automobile Manufacturers (CAAM), in 2015 eight 

SOEs accounted for 95% of the market share, while the rest was taken by two private firms: 

Great Wall Motors and Geely (CAAM, 2016) (see Figure 4.1). 

The Chinese automotive industry has been developing fast since entering the new century. 

China has become one of the world’s fastest-growing automotive markets, with annual sales 

of passenger cars growing from 3.97 million units in 2005 to 24.38 million in 2016, a 31.6 

percent average annual growth rate. Car manufacturers are attracted to this market due to 

potential growth and profits, and this includes Chinese automakers like Chery and Geely. 

With the Chinese government gradually loosening control over the industry, and stimulating 

outward foreign investment and export to international markets, Chinese automakers are 

encouraged to go abroad. According to the Thomas SDC database, between 2002 to 2016, 

the curtain (completed and withdrawn) international acquisitions valued over US$1 million 

conducted by Chinese enterprises reached 57.  
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Table 4.1 Top 10 Automotive Producers of Sales in 2015 

No.  Company  Founded  Owners

hips 

Joint Ventures Western 

Partner  

1 Shanghai 

Automotive 

Industry Corp. 

(SAIC) 

1955 SOE Shanghai Volkswagen 

Shanghai GM  

Volkswagen 

General 

Motors 

2 Dongfeng Motor 

Corp. (DFM) 

1969 SOE Shenglong(Dongfeng-PSA) 

Dongfeng Yueda Kia 

Fengsheng (Dongfeng-Nissan) 

PSA 

Kia 

Nissan 

3 First Auto Works 

(FAW) 

1953 SOE FAW-Volkswagen 

FAW-Toyota 

Volkswagen 

Toyota 

4 Chang’an 

Automobile Group 

Corporation 

(CAGC) 

1862 SOE Changan-Ford 

Changan-Suzuki 

Ford 

Suzuki 

5 Beijing Automotive 

Industry Group 

(BAIC) 

1958 SOE Beijing-Hyundai Hyundai 

6 Guangzhou 

Automotive 

Industry Group 

(GAIG) 

1997 SOE Guangzhou Honda Honda 

7 Brilliance China 

Automotive 

Holdings 

(Brilliance) 

1992 SOE BMW-Brilliance Bavarian 

Motor Works 

8 Great Wall Motors 

(GWM) 

1976 PE -- -- 

9 Anhui Jianghuai 

Automobile 

Company (JAC) 

1964 SOE -- -- 

10 Zhengjiang Geely 

Holding Group 

(Geely) 

1986 PE -- -- 

Source: company websites, (Drauz, 2013; Holweg, Luo, & Oliver, 2008) 
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Figure 4.1 Chinese Top 10 Automotive Producers’ market Share in 2015  

 

Source: CAAM 

4.2.2 The changes in the automotive industry during and after the global financial 

crisis 

The financial crisis deeply influenced the globalization of international production. It 

changed the structure of global production, especially in the construction and manufacturing 

sectors, including the automotive industry. The fall in demand from developed markets (such 

as the US, the EU and Japan, which were the largest and often most profitable markets led to 

the decline of car exports and a financial deficit for automakers (Ciravegna, 2012, p. 3).  

Manufacturers in western developed countries were severely impacted by the global financial 

crisis of 2008. According to statistics from the international Organization of Motor Vehicle 

Manufacturers (OICA), the sales of global vehicles dropped almost 6 million units in 2009 

compared to 2007. Sales from the European industry decreased by 19 percent, while US sales 

fell by 36 percent (OICA, 2016). The downturn had a severe effect on American automakers, 

especially the “Big Three”. Two of the largest American companies, General Motors (GM) 

and Chrysler, filed for bankruptcy, and in 2008 Ford still needed over $ 10 billion to recover. 

To reduce the loss, European automotive enterprises such as Fiat, Opel, Saab and Volvo were 

sold by their American parent automotive companies. 

In contrast to what was happening in Europe and the US, China’s automotive industry kept 
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its rapid pace of growth during the financial crisis. Sales went from 8,791,528 units in 2007 

to 13,644,794 units in 2009 (OICA, 2016), and production from 8,882,456 units in 2007 to 

13,790,994 units in 2009 (OICA, 2008, 2010), a 55 percent rise, respectively. In 2009, China 

overtook the US as the world’s largest automotive producer and the largest automotive 

market (The Guradian, 2010) (See Figure 4.2). At this time, when China’s automotive 

industry was integrating in the global supply chains and global markets, the global financial 

crisis gave Chinese car manufacturers the chance to get access to the advanced automotive 

assets that were in European and US hands.  

Figure 4.2 Passenger Cars for Sales (2005-2016) 

 

Source: OICA. 

According to the Thomas SDC database, overseas acquisition deals undertaken by Chinese 

enterprises, and valued at over US$1 million, completed and withdrawn, focused on Asia 

before the 08-09 financial crisis. In the post-crisis period (2009-2016) there were 39 

acquisitions, and 28 of those deals were conducted in the EU and the US, as showed in Table 

4.2.  
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Table 4.2 Chinese overseas acquisitions in the automotive industry (2002-2016) 

2002-2008 2009-2016 

Target Nation Ranking 

Value 

including 

Net Debt 

of Target 

($ Mil) 

Mkt. 

Share 

No. of 

Deals 

Target Nation Ranking 

Value inc. 

Net Debt 

of Target 

($ Mil) 

Mkt. 

Share 

No. of 

Deals 

United 

Kingdom 

1,914.3 70.1 2 Sweden 1,930.3 21.4 5 

South Korea 590.7 21.6 2 United States 

of America 

1,836.6 20.3 6 

United States 

of America 

136.6 5.0 4 Belgium 1,100.2 12.2 1 

Hong Kong 50.4 1.9 7 Germany 924.1 10.2 5 

British Virgin 

Islands(United 

Kingdom) 

22.9 .8 1 United 

Kingdom 

728.6 8.1 3 

Taiwan 8.2 .3 1 France 719.7 8.0 1 

Japan 6.7 .3 1 Italy 612.7 6.8 4 

Industry Total 2,729.8 100.0 18 Canada 358.7 4.0 4 

 Netherlands 353.5 3.9 2 

Luxembourg 316.4 3.5 1 

Malaysia 93.8 1.0 1 

Japan 30.7 .3 2 

Hong Kong 28.5 .3 3 

Egypt 3.8 .0 1 

Industry 

Total 

9,037.5 100.0 39 

Source: Thomas SDC Database. 

The 08-09 global financial crisis led to a structural change of the global automotive industry. 

The rise in investments in the EU and the US reflect the responses of Chinese automotive 

manufacturers and the Chinese government to the global financial crisis. For the former, it 
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was an outstanding opportunity to apply the firm’s internationalization strategy for 

technology updating and expanding overseas market through OFDI; while for the later, it 

was an opportunity to readjust the industrial structure of the automotive industry through 

overseas investment, to promote industrial upgrading. Therefore, both the behavior of 

Chinese automotive manufacturers and the role of the Chinese government on overseas 

investment are of interest for this analysis. Based on the literature on determinants of Chinese 

OFDI, a multi-aspect conceptual framework is developed to look into the factors that 

determine the completion of Chinese investment in the automotive industry in the EU and 

the US.  

4.3 Factors influencing Chinese deal-completion: a conceptual framework  

In OFDI literature, investment success mainly refers to good performance of a post-

investment entity (Jianhong Zhang & Ebbers, 2010). For this research, completion of 

investment is defined as successful cases where a deal is announced, and successfully goes 

through all legal procedures, while failed cases are non-completed deals. According to 

Jianhong Zhang and Ebbers (2010), half of China’s overseas acquisitions could not be 

completed based on a sample of 1, 324 overseas acquisition between January 1982 and April 

2009 taken from the Thomson Financial Merger & Acquisition database. For Zhang and 

Ebbers, the factors influencing the deal completion were mostly on the side of the Chinese 

acquirers themselves: the different social and economic environment of the acquirers; their 

ownership and low competitiveness; lack of global experience, and the sensitive nature of 

the industry in which they undertook their deals.  

The common features of the reasons for Chinese overseas non-completion deals provide us 

a path to find out the factors affecting deal-completion. However, data in previous studies 

was limited to the period before the 2008-2009 financial crisis, which marked the starting 

point of Chinese OFDI’s dramatic increase in the dynamics of globalization. This means 

there is a need to explore the new influential factors of Chinese completions of OFDI in the 

changing globalization panorama. Previous research into Chinese OFDI includes deals that 

were completed, as well as those with pending and failure status, while in this paper we only 

study completed and withdrawn cases. Investigating the specific factors influencing the 

completion of investments will help to advance the understanding of the rationale behind 

Chinese OFDI. Drawing upon the detailed analysis of Chinese context and firm type and 
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industries, this study tries to find the answer by focusing on investments in the different 

aspects of the automotive industry in the EU and the US.  

4.3.1 Defining multi-aspects: a global political economy approach  

With the development of economic globalization, actors such as the State, multinational 

enterprises, international organizations, and individuals have become deeply involved in the 

process of global production, trade, finance, and foreign direct investment. Beyond focusing 

on the “national systems of political economy” in international and domestic economic 

affairs, the global political economy draws on the “interaction of the market and such 

powerful actors’ above” (R. Gilpin, 2001, p. 17) at the global level. To bridge the theoretical 

approaches between economic nationalism, liberalism and critical perspectives, global 

political economy crosses the fields of economics, political science, political economy and 

international relations, providing a comprehensive path to understanding the global 

production structure, focusing on the role of principal agents in the process, known as 

transnational corporations (TNCs).  

With the spread of production and markets from the local to the global, TNCs are key actors 

that build the worldwide business network through foreign direct investment in the shape of 

mergers and acquisitions, Greenfield investments or joint ventures. In turn, changes in the 

global economy change the organizational forms and strategies of TNCs, as well as national 

government polices (O'Brien & Williams, 2010, p. 194), as can be seen in the contingency 

relations on FDI between the State and the enterprises in the host societies. Meanwhile, 

counterparts such as the sellers’ preference for specific bidders, and the host-government’s 

attitude also have an effect on whether the investment is completed. Such bidirectional 

interactions among the actors in the process provide a multi-aspect approach towards 

explaining the success of Chinese OFDI in the automotive industry in the EU and the US. 

This chapter further looks into the possible relevant factors influencing deal completion from 

the aspects of firm-specific factors, home-country government, and counterpart attitudes.  

4.3.1.1 Firm-specific factors 

Enterprises are key actors conducting OFDI with initiatives that will support their interests. 

In the case of China, motivations for Chinese enterprises are studied based on Dunning’s 

eclectic paradigm of international production by identifying ownership, location and 
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internalization (OLI) advantages (Dunning, 1977), seeking resources, strategic assets and 

markets according to endowment-richness in different geographic distributions (Deng, 2004). 

Unlike investment in the developing markets in Africa or South Asia, which are made for 

resource or labor efficiency, Chinese firms investing in the United States and Europe is a 

defensive means of market-seekin. Meanwhile, it also seeks strategic assets, such as brands 

and technology (Clegg & Voss, 2012; Nicolas  & Thomasen, 2008; Rosen & Hanemann, 

2012). The studies that look at the experience of Western multinational corporations consider 

the enterprise’s decision and behavior of conducting investment as a rational organization, 

pursuing its own interests. The firm-central perspective regards the OFDI as a means through 

which the firm can carry out its internationalization strategy, and ownership of Chinese firms 

is considered in most studies. Yet specific factors such as the role of the entrepreneurial team 

including the founders, owners or managers, and previous experience on internationalization 

are often overlooked. Nevertheless, such factors have a crucial effect on motivating and 

operating in the process of undertaking outbound investment, and on deal completion.  

4.3.1.2 Chinese automotive firms’ ownerships 

Since China is considered an emerging market, a special theory of Chinese OFDI is needed 

because of its capital market imperfections (Buckley et al., 2007), and also because Chinese 

MNEs have embedded home country ownership advantages (Buckley et al., 2007; Gugler & 

Boie, 2008b; Ramasamy et al., 2012). Specifically, the enterprises are institutionally linked 

to local or the central government through shareholding. This attribute of ownership provides 

a distinct basic organizational structure, access to resources and policy support from the 

government.  

State-owned enterprises (SOEs) have been playing an important role in the Chinese economy, 

while the private enterprises (PEs)* are growing in importance. In the automotive industry 

of China, State-owned automotive producers in joint ventures with foreign partners are still 

the largest automakers, while private automotive manufacturers are still an emerging force. 

In terms of overseas investment, PEs are becoming more active investors in the international 

 
* This paper considers SOE as firms in which the central or local government owns over 51 percent of 

the shares, while a PE is defined as firm where shares are owned by individuals or a collective of 

individuals. In addition, the automakers or automotive firms mentioned in this chapter refer to producers 

of passenger vehicles.  
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market, although they were not allowed to invest abroad prior to 2004.  

SOEs are pioneers in investing abroad. While they have to serve the State’s interest, they can 

obtain support including financial favoritism, administrative convenience and privileged 

access to the government network (Morck et al., 2008) from the home government. Therefore, 

in such an unbalanced business environment, the motivations of firms under different 

ownership models are quite distinct (Amighini et al., 2013; Ramasamy et al., 2012). When 

SOEs were encouraged to invest abroad, the completion of the deals was a result of the home 

government’s support, in the search for strategic assets such as technologies and management 

experience that would benefit the industry. Private firms, on the other hand seek markets or 

brands based on their own demands. Hence, a Chinese automaker’s deal completion is related 

to its own ownership, which determines the extent of the support from the home government. 

State-owned firms tend to already have support from the home government while private 

firms depend more on their own resources. 

4.3.1.3 The key individuals’ motivation  

Difference in ownerships not only influences the different position in overseas investment, 

but also affects the process of decision-making because of different organization structures. 

The entrepreneurial character of the owners and managers involved has so far been neglected 

in existing studies on the motivation of doing FDI. However, the individuals in central 

positions are often the ones who raise or promote the idea of investing abroad. “Corporate 

globalization is a complex decision-making process” (Liang et al., 2015) that involves 

conflicts among multiple actors and institutions. Regarding involvement in globalization, the 

decision made to motivate the enterprise to undertake overseas investment is the first step for 

completion. In Chinese SOEs, the managerial decision-making may need more consideration 

from the home government because domestic politicians can be board members (Liang et al., 

2015). In this situation, the decision-making process is not transparent, and the result is often 

presented as teamwork. Although the individual’s role is not easily observable, clues can be 

found in key individuals’ speeches based on existed public information. By contrast, the 

entrepreneurs in private firms, especially in family firms play a central role in development 

(Peverelli & Song, 2012), including the decision of investing abroad. In most circumstances, 

the founder has the ability to influence the decision on overseas investment and may become 

one important driving force to promote the completion of deals. In the research of Xiaming 
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Liu, Xiao, and Huang (2008), ten out of 16 firms regarded entrepreneurship as the most 

important factor influencing their internationalization process ahead of others such as  

government policy, domestic competition and business networks. Hence, it can be said that 

key individual motivation is the first step towards a completed deal.  

4.3.2 Previous successful experience of internationalization  

Previous successful experience in international business can be beneficial to an enterprises’ 

further overseas investment. Despite considering the firm’s basic assets such as age, size and 

tangible assets, and profitability, a firm’s previous successful experience is a significant 

factor in the completion of overseas deals. Previous experience and previous completed deals 

allow firms to navigate the deal-completion procedure in a smoother manner, developing 

routines for operating according to international business rules. Examples of these include 

hiring a professional international team to deal with legal , tax and local management issues, 

as well as communication with both shareholders and the public (Jianhong Zhang & Ebbers, 

2010). Previous successful experience may also give Chinese investors, especially private 

enterprises without full governmental support, the proof that they have experience with 

financing in international markets, which SOEs do not necessarily need as they have the 

home government’s full support. In this case, previous experience can help allay misgivings 

from the counterparts to get the deal completed. In summary, the accumulation of experience 

is helpful for firms to process deal completion, which increase the possibility of success, 

especially for private firms.  

4.3.3 Home-country government factors 

Globalization has led China, an emerging economy, to experience a structural industrial 

transformation, which leads to changes among key actors like firms and the government. 

Firms seek assets in the global market to realize internationalization, while the government 

uses policies to adjust and optimize industries and the internal market. The deep involvement 

of the Chinese (central) government in the national economy as well as outbound investment 

is unique to the institutional context that Chinese firms are embedded in (Buckley et al., 2008; 

Luo et al., 2010; B. Ren et al., 2012). The institutional environment in the home country is 

significantly shaping Chinese firms’ intentions and behaviors related to overseas investment, 

which also accelerates the internationalization process. Specifically, to catch up with 
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developed economies, Chinese firms are encouraged by the central government through 

national industrial polices and support for a “Going Global” strategy of undertaking overseas 

investment.  

4.3.3.1 Industrial policy 

A firms’ internationalization strategy and behavior are related to their industry (C. Wang, 

Hong, Kafouros, & Boateng, 2012). Competition within the industry as well as a favorable 

governmental industrial policy may lead firms to pursue international expansion through 

overseas investment. With globalization, Chinese firms face structural industrial changes not 

only domestically but also globally. Therefore, a firms’ overseas investment behavior reflects 

the structural industrial changes at the global level. Further, the home government’s industrial 

policy may also stimulate firms to invest abroad.  

Normally, the Chinese government “follows the aim to carry out OFDI in targeted sectors 

and industries in accordance with China’s long-term strategies” (Holtbrügge & Berning, 

2014, p. 119). Chinese firms are encouraged to acquire natural resources, advanced 

technology, and expand to the global market. SOEs are specially stimulated to invest in state-

selected priority sectors (Cui & Jiang, 2010), particularly natural resources. The development 

of China’s automotive industry has been shaped by the Chinese government’s industrial 

policy, which changes along with international circumstances. After a phase of ‘central 

control and planning’ in 1949-1978, there was a phase of proliferation with gradually relaxed 

restrictions in 1978-1994 (Holweg et al., 2008). In 1991, in its Eighth- Five-Year Plan (1991-

1995), the Chinese government designated the automotive industry as a ‘pillar industry’, and 

in 1994 it issued a comprehensive automotive industry policy, intended to drive the national 

economy (Stewart et al., 2012). Since then, the automotive industry has developed rapidly, 

especially after China’s entrance into the WTO. Foreign investment was welcomed, as setting 

up joint ventures with foreign partners under strict requirements allowed Chinese automotive 

SOEs to achieve the transfer of technology and management. Meanwhile, the Chinese 

government gradually loosened control over the industry by encouraging and supporting 

private automotive enterprises, as well as stimulating outward foreign investment and 

international exports, to enhance e international competitiveness,  

In the Eleventh-Five-Year Plan (2006-2010), the development of “new-energy” vehicles s 
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encouraged because of the government’s heightened concerns on automobile emissions and 

fuel efficiency (Chu, 2011; Stewart et al., 2012). And in the 12th five-year plan, the Chinese 

government designated “new energy” automotive and their components as one of the seven 

“strategic and emerging industries” (Stewart et al., 2012). This shows that the Chinese 

government’s industrial policy has had a strongly effect on the development of China’s 

automotive industry. During the financial crisis, the Chinese government further decided to 

intensify support for its domestic automotive industry. In 2009, the Automotive Industry 

Restructuring and Revitalization Plan was promulgated by the State Council, encouraging 

the “China’s carmaker consolidation” (C. Wu, 2010) aimed at a reorganization of the car 

industry, as well as “the creation of independent brands by supporting mergers and 

acquisitions at home and abroad” (Stewart et al., 2012, pp. 29-30). This industrial automotive 

policy tends to promote overseas investment for technology improvement, expanding 

overseas market, building well-known national brands, and developing energy-saving 

technology. Thus, it can be said that industry policy to some extent guides the Chinese 

automakers’ overseas targets and facilitates deal completion.  

4.3.3.2 Chinese OFDI policy and related support 

The Chinese government also provides strong incentives for firms to go abroad through 

policies on overseas investment. These Chinese overseas policies have been extensively 

researched (Buckley et al., 2008; Luo et al., 2010; Voss et al., 2009). Since the launch of the 

“Reform and Open” policy in 1978, China’s overseas investment policy has strategically 

shifted from tight regulatory controls to gradually looser restrictions; from political-objective 

centered to the commercial-interest oriented; from the government-led to enterprise-led. 

Especially after the joining the WTO, the Chinese government issued formal polices to 

encourage Chinese enterprises to go abroad. It then launched its “Going Global” strategy and 

officially wrote these policies in the Tenth-Five-Year Plan (2001-2005), further speeding up 

implementation in the Eleventh- Five-Year Plan (2006-2010). 

To promote Chinese enterprises going global, the Chinese government adopted measures 

including reforming the overseas investment management system and the foreign exchange 

management system, abandoning strict and complicated “examine and verify” procedures, 

and granting private and foreign funded companies equal treatment on foreign exchange 

matters (W. Huang & Wilkes, 2011). The Chinese government began seeing its role as 
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serving, supervising and regulating overseas investment, providing information and guidance, 

as well as support on finance, credit and tax for Chinese companies’ overseas investment, 

such as offering government special funds, and credit support through policy banks, as well 

improving the taxation regulation system (Bernasconi-Osterwalder et al., 2013; D. Freeman, 

2013). As a strategic manufacturing industry, the car manufacturing industry is deeply related 

to the endowments such as high-technology, R&D, the internationalized market and sales 

channels, and famous brands that Chinese government seeks; that is why it has also been 

included in the catalogue of outward investment that is encouraged. The automotive industry 

is also a pioneer of “new-energy” projects as part of the “Going Global” policy framework 

(Bernasconi-Osterwalder et al., 2013). In the wake of the financial crisis, the Chinese 

government sought to implement measures to encourage domestic automakers to establish 

themselves overseas through investment, acquisition of foreign brands, and developing 

networks (C. Wu, 2010). The Chinese government provided support, including for finance 

and credit (e.g. loans from Chinese state-owned banks), political (e.g. through the presence 

of top political leaders in ceremonies to cement bilateral relations), and administrative 

support (e.g. the professional and consulting support from MOFCOM during the procedure 

of administrative examination and approval). Hence, the various instances of support to 

achieve OFDI from the home-country government is another factor impacting Chinese 

automotive producers in the completion of deals. 

4.3.4 Counterparts’ attitudes towards to the deals 

The host country context, also known as the investment environment, is as a pull factor for 

OFDI (Child & Marinova, 2014; Gao et al., 2015; Q. Li & Liang, 2012). Chinese firms 

undertake overseas investment by considering host country characteristics such as the market 

size, political risk, and resource endowment (Buckley et al., 2007), as well as a country’s 

political and institutional context (Child & Marinova, 2014). While this chapter focuses on 

the factors in the investors’ home country, the impact from the counterparts should not be 

understated. The following section focuses on counterpart attitudes. When Chinese investors 

announce their intention on investing the target, the attitude from the sellers and host country 

also matter regarding whether the deal can be continued. Odds that a deal can be completed 

are higher if they show a friendly attitude to specific Chinese investment, as this positively 

supports the process of promoting the deals. Of course, the sellers or the host country do not 

always welcome Chinese investment, for example because the sellers may prefer another 
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bidder that is not State-owned; or the sellers may be under pressure from trade unions or 

stakeholders, or even the host country government may be less than welcoming to Chinese 

investment. This may mean the investment is quashed due to political concerns related to 

sensitive target industries. Governments may perceive these sorts of deals as national security 

threats, or act to protect local companies from competitive disadvantages (Jianhong Zhang 

& Ebbers, 2010). In the automotive industry, Chinese enterprises also suffer from the 

unfriendly experience on seeking advanced technology or brand from foreign sellers or host 

countries. That is why the attitude of counterparts such as sellers, or host country 

governments are considered an important factor in the completion of deals undertaken by 

Chinese automotive producers.  

In summary, the factors presented above provide a conceptual framework to analyze Chinese 

automakers’ OFDI in the EU and the US during the financial crisis in a comprehensive way. 

These are: firm-specific factors such as the key individuals’ motivation, firm ownership, and 

the firm’s accumulation of previous successful experience of internationalization, home-

country government’s influencing factors like industrial policy and various forms of support 

for OFDI; and the attitudes towards the deals of counterparts such as the sellers and the host-

country government. First, individuals such as the founder, the owners or the manger teams 

that are involved in the decision-making may have initially proposed to acquire the target, 

especially in private enterprises, where the founder has strong influence on the decision-

making. Second, the ownership model of a firm and whether has accumulated successful 

experiences of overseas investment may determine the institutional advantages it possesses 

and how much effort it can and has to put into acquiring the target. Third, the home-

government plays an important role through industrial policy and various OFDI policy, 

guiding and promoting Chinese automotive producers into investing abroad for specific 

targets. Fourth, the host-country’s investment environment or the seller’s attitude as the 

global factor may influence whether the acquisition can be completed smoothly. If the host-

country’s investment environment is not friendly or the seller does not wish to sell the assets 

to the particular bidders, the acquisition cannot be realized. This conceptual framework will 

now help to examine Geely’s successful completion of the Volvo acquisition. 

4.4 An in-depth analysis on Geely’s acquisition of Volvo  

Approaching the question through one single case study has the advantage of allowing to 
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examine the case intensively and  efficiently with limited research resources (Lijphart, 

1971). Indeed, there have been previous instances of a longitudinal history study, which 

provide specific and in-depth analysis. For example, Balcet et al. (2012) explore Geely’s 

trajectory of catching through its longitudinal history, in which it realizes its exploratory, 

descriptive and explanatory purposes through empirical investigations (Yin, 2009). However, 

their analysis is limited to the firm-level and fails to consider the role of key individual as 

well as the dynamic context of globalization. This section applies the conceptual framework 

developed above to analyze Geely’s acquisition of Volvo in an integrated perspective that 

considers multiple factors.  

Founded in 1986 as a refrigerator-maker, Zhejiang Geely Holding Group (Geely) turned 

towards the automobile industry in 1997 and started the production of cars in 2002, after it 

got state approval to do so. Focusing on developing low-price passenger cars, in 2009 Geely 

sold 326,710 units of sedans, a 60 percent increase from 2008, and shared over 4 percent of 

China’s sedan market. Meanwhile, its net profit grew by 52 percent to RMB 1.32 billion, 

with a historical record 228 percent growth in revenue (Geely, 2010). Although it was the 

fastest growing private automaker in China, Geely still lacked competitiveness in the 

international market, and did not have any obvious advantage in its strategy to acquire Volvo. 

First, the key individual played an important role in deciding and promoting the acquisition. 

Geely’s founder and President Li Shufu was crucial in the decision-making to acquire Volvo, 

since the company is a private enterprise. Throughout the development of Geely, President 

Li’s personal long-time interest on Volvo promoted the acquisition. In 1986 Li Shufu 

launched a fridge and fridge parts manufacturing, and turned to motorcycle manufacturing in 

1993. In 1997, he entered the car manufacturing industry and the company devoted itself to 

establishing its reputation as a successful private automobile company. Just after it secured 

the license to produce cars in 2002, Li Shufu stated he saw Volvo as a potential acquisition 

target (Daily, 2009) that would allow Geely to manufacture the safest, most environmentally-

friendly and most energy-efficient cars for the world market (Z. Wang, 2011, p. 23). However, 

no one took his words seriously then.  

In 2005 President Li firmly established that acquiring Volvo matched the strategy of Geely, 

and expressed his interest in such a transaction to Ford in 2007. However, it was not until 

December 2008, when Ford decided to sell Volvo, that he got the US automaker’s attention. 
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President Li immediately began planning the bid for Volvo by persuading the executive team 

in Geely (Z. Wang, 2011). He was the staunchest promoter of the transaction and he directed 

the professional international team working on the negotiation with Ford. In this sense, as the 

entrepreneur of a private enterprise of Chinese origin, President Li Shufu’s personal long-

time passion for Volvo was one determining factor in the decision-making process of 

acquiring Volvo.  

Second, Geely benefited from previous successful internationalization experiences, and the 

Volvo purchase was one big step in Geely’s internationalization. The company was attracted 

by Volvo’s good reputation on safety, advanced technology and the sales network in Europe.  

In early 2005, President Li estimated that the Chinese automotive industry would enter the 

phase of the boom of middle and high-end markets, in which Geely would get market 

advantage if it owned Volvo, a well-known European automaker with good reputation and a 

modern production line. Moreover, Geely could learn the advanced technology quickly and 

take advantage of Volvo’s engineers, know-how and technology to expand market at home 

and abroad (Z. Wang, 2011, p. 26). Therefore, acquiring Volvo was needed for Geely’s 

further development. Before this acquisition, Geely had already accumulated successful 

experience on internationalization, which proved it was capable of financing such a 

transaction and revealed its knowledge of rules of internationalization. In 2006 it acquired a 

23 percent stake of Manganese Bronze, the London Maker, and in 2007 it invested in SKD 

program in Ukraine. This brought Geely to strategic transformation that improved its 

technological capability (Geely, 2014). The purchase of the world’s second largest Australian 

automatic transmission supplier, Drivetrain System International (DSI) for $47.4 million (F. 

Li, 2009; Newton, 2010), promoted its capability in automobile parts technologies. The 

acquisition of Volvo was a crucial step of Geely’s strategic transformation—from low-price 

growth to enhancing technology competence and product branding so that Geely could build 

its own global brand as an international automaker. And the acquisition helped Geely enter 

the EU and US markets, while it helped Volvo expand its Chinese market as a premium 

foreign-brand car producer (Flannery, 2014).  

The previous experience of overseas acquisition gave Geely relatively mature financing 

channels. Geely’s independent research and development achievements were admitted by 

foreign companies like Ford. In addition, as a private firm Geely has high flexibility in 

financing channels. When Geely purchased DSI from an Australian transmission company, 
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it put the DSI asset as collateral and received overseas financing. In the acquisition of Volvo, 

Geely needed to pay US$ 1.8 billion for the acquisition and following $US 0.9 billion for 

reviving Volvo. Half of the financing was raised from international capital, mainly from the 

US, Europe and Hong Kong (M. Wu, 2010), which helped obtain enough capital before the 

deadline.  

Third, the counterparts were friendly to Geely. As discussed, the counterparts’ attitudes 

towards the acquirer can affect the completion of the acquisition. In Geely’s acquisition of 

Volvo, while there were worries from the Volvo trade union staff, both Ford, the seller, and 

the Swedish government were welcomed Geely’s investment. In the early phase of bidding 

for Volvo, Geely faced fierce competition from rivals including a US-led group and Beijing 

Automotive Industry Holding Corp (BAIC) (Bolduc, 2009). Ford chose Geely as the 

preferred bidder, because it believed in Geely’s potential for further development of Volvo 

(Peterson, 2009), and in Geely’s financing capability, as there was backing from Chinese 

banks. This allowed the “detailed and focused” negotiations between Ford and Geely to 

continue. Indeed, in the process, Geely faced the skepticism from the trade unions at Volvo, 

that were concerned the bid would be harmful to the unions and employees (People's Daily 

Online, 2009).  

However, the charisma of Geely President Li Shufu helped in the negotiations with the trade 

unions (People's Daily Online, 2010b). Of course, the deal was closed successfully because 

of the support from the Swedish government. After it confirmed that Geely would keep the 

main production in Sweden, the Swedish government welcomed Geely’s investment (AFP, 

2010). Hence, Geely’s investment was endorsed by the seller and the host government, as 

well as the target company.   

Fourth, Geely got the Chinese government’s support in various ways. Not insignificantly, the 

case caught the attention of Chinese political leaders. On 28 March 2010, Mr. Li Yizhong 

(李毅中), the Minister of Industry and Information Technology of China attended the signing 

ceremony of Geely’s acquisition of Volvo held in Gothenburg when the then vice President 

of China, Mr. Xi Jinping paid an official visit in Sweden (People's Daily online, 2010a). This 

reveals the high support on the acquisition of Volvo for Geely as a private automaker. Also, 

Geely received full administrative support from the Chinese government after the approval. 

The Ministry of Commerce of China (MOFCOM) and the State Development and Reform 



 
Chapter 4 Geely succeeded in the acquisition of Volvo Car 

 100 

Commission (SDRC) approved Geely’s proposal within three months, just before the date of 

transaction settlement. This is a much shorter period than usual for this type of official 

procedures (Z. Wang, 2011). Third, Geely got financial support. Domestic banks such as the 

Zhejiang Branch of the Bank of China and the Export-Import Bank of China gave Geely a 

loan (M. Wu, 2010). Therefore, Geely’s success revealed the Chinese government’s great 

support in the final settlement of the case.  

The success in acquiring Volvo was heavily reliant on support from the home-government. 

However, it is worth examining why Geely could get the full package support from the 

Chinese government. To understand this more fully, there is a need to put Geely in a broader 

picture by tracing more Chinese automotive manufacturers’ investment in the EU and the US. 

The database China Global Investment Tracker 2014 shows there were 27 deals* in the 

transportation industry that occurred with targets in EU member-states and the US in the 

period 2005-2014 (The Heritage Foundation & The American Enterprise Institute, 2015) (as 

showed in Table 4.3). From these, there are two comparable deals conducted by Chinese 

automotive makers in a similar context in the period (between the end of 2009 and early 2010) 

when the financial crisis was spreading to the EU and was already severe in the US.† These 

are the Beijing Automotive Industrial Holding Co. Ltd (BAIC)’s acquisition of part of Saab 

in 2009 and Sichuan Tengzhong’s (SCTZ) failure to acquire Hummer in 2010. It should be 

noted that the outcome of BAIC, a SOE, was the same as that for Geely’s, while Sichuan 

Tengzhong (SCTZ), a private firm, had the opposite outcome for its deal. 

  

 
* Based on the conceptual framework discussed above, information was collected including corporation annual 

reports from the relevant enterprises’ official websites, and related news from public media such as Reuters, 

China Daily, Xinhua News etc., as well as the speeches the key individuals gave, and expert comments and 

reviews both in Chinese and in English. 

† There was a failure to identify the common features of Chinese automakers’ completion of deals first, and 

then to find out the specialty of Geely’s acquisition of Volvo by applying fuzzy-set qualitative comparative 

analysis (fsQCA). FsQCA provides more than one possible explanations of the equifinality through analyzing 

not only one single causal condition but the combination of various causal conditions (Schneider & Wagemann, 

2012) for a small-size sample with qualitative data (Berg-Schlosser & De Meur, 2009).It is also especially 

powerful when calibrating of partial membership in sets using values between membership and non-

membership, which allows the researchers to measure the possible conditions beyond the dichotomy (C.C. 

Ragin, 2008; C. Charles. Ragin, 2009; Rihoux, 2008). However, due to the problems of data collection, 

calibration with subjectivity, and the validation of the result affected by the limited variation of calibration and 

outcome, this failed to get scientific and meaningful results. 
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Table 4.3 An analytic profile of case in automotive industry in the EU and the EU 

invested by Chinese MNEs in timeline. 

N

o. 
Date contractor 

Owne

rship 

Quantit

y in 

US$ Mi

llions 

Sha

re 

size 

Partner Country Case status 
Case 

code 

1 2005 July 
Nanjing 

Auto 
SOE $87  MG-Rover Britain Completed NJA 

2 
2009 

November 

Great Wall 

Motor 
PE $120  

Litex 

Motors 
Bulgaria Completed GWM 

3 

2009 

November 

Beijing 

West 

Industries 

SOE $100  Delphi USA Completed BWI 

4 
2009 

December 
BAIC SOE $200  Saab Sweden 

Complete

d 
BAIC 

5 

2010 

February 

Sichuan 

Tengzhon

g 

PE $150  Hummer USA Failed SCTZ 

6 

2010 

March 

Geely 

Auto 
PE $1500 

100

% 
Volvo Car Sweden 

Complete

d 
Geely1 

7 2010 July 

Tempo 

Group and 

Beijing 

city 

SOE $450  
Nexteer 

Auto 
USA Completed 

TEMP

O 

8 
2010 

November 
SAIC SOE $500 1% GM USA Completed SAIC 

9 

2011 

May 

Hawtai 

Motor 
PE $170  

Spyker/Saa

b 
Sweden Failed 

HAWT

AI 

10 2011 June CITIC SOE $420 
100

% 

KSM 

Castings 
Germany Completed CITIC 

11 
2011 

October 

Wolong 

Holding 
PE $140 

100

% 

ATB 

Group 
Austria Completed Wolong 

12 
2011 

December 

Pang Da 

and 

Youngman 

PE $140  Saab Sweden Failed 
PD&Y

M 

13 
2012 

February 

Guangxi 

Liu Gong 

Machinery 

SOE $100 
100

% 

Huta 

Stalowa 

Wola 

Poland Completed GXLG 

14 
2013 

February 
Geely Auto PE $150 

100

% 

Manganese 

Bronze 
Britain Completed Geely2 

15 
2013 

November 
TMT SOE $962.7  

ZF 

Friedrichsh

afen 

Germany Completed TMT 

16 
2014 

January 
Fuyao PE $200   USA Completed 

FUYA

O 

17 
2014 

February 
Dongfeng SOE $1100 

14

% 
Pugeot France Completed DF 

18 
2014 

February 
Wanxiang PE $150  

Fisker 

Automotiv

e 

USA Completed WX 

19 
2014 

March 
Geely Auto PE $200 

100

% 

Emerald 

Automotiv

e 

Britain Completed Geely3 
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Source: Extracting from the China Global Investment Tracker 2014 (The Heritage 

Foundation & The American Enterprise Institute, 2015). 

Here are the details on the cases of BAIC’s acquisition of Saab and Sichuan Tengzhong’s 

acquisition of Hummer.  

• BAIC’s acquisition of Saab 

On December 14, 2009, Beijing Automotive Industrial Holding Co. Ltd (BAIC) announced 

that the acquisition of intellectual property of Saab Automobile AB (Saab) had been 

completed at a cost of $200 million. Saab, a Swedish car manufacturer owned by General 

Motors (GM), was first on sale because of its years of loss and lack of new products. However, 

the deal was full of twists and turns. As the fifth largest state-owned automotive producer, 

BAIC saw a great opportunity to realize its internationalization strategy by acquiring foreign 

automotive assets during the global financial crisis. In 2009, BAIC denied the rumor that it 

intended to acquire famous American brand Chrysler, in July it was said that BAIC showed 

interest in acquiring Volvo while BAIC announced it would fail to bid for Opel on July 24. 

Then BAIC announced its intention to acquire Saab together with the Swedish automotive 

producer Koenigsegg, but Koenigsegg dropped the case halfway. This is when BAIC grabbed 

the last chance to purchase Saab’s intellectual property for the 9-5 and 9-3 sedans together 

with some equipment (Sina, 2009). BAIC intended to integrate Saab’s technology into this 

future R&D and make its own “Beijing brand”, In the word of Xu Heyi, the Board Chairman 

of BAIC, the acquisition was “not for Saab brand but the technology only” (Nie & IP, 2010). 

However, some experts did not think highly of the deal, as what BAIC acquired from Saab 

was not the core technology but something old (Sina, 2009). Meanwhile, Saab’s fate went 

through ups and downs. Before it filed for bankruptcy in 2012, Saab was sold off to Dutch 

supercar producer Spyker in 2010. 

• Sichuan Tengzhong’s acquisition of Hummer 

On 25 February 2010, Sichuan Tengzhong Heavy Industrial Machines Limited Co. (Suchuan 

Tengzhong) announced it had withdrawn its$150 million bid for iconic American sports 

utility vehicle brand Hummer from General Motors, as a result of the failure to receive 

approval from the Chinese government. Sichuan Tengzhong, a private producer known for 

making heavy machinery for road and highway construction and machine maintenance, 
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confirmed it would take an 80 percent stake in a memorandum with GM on 3 June 2009. It 

submitted the application to the National Development and Reform Commission on 15 July 

and reached the final official agreement with GM on 10 October, 2009 (Sina, 2010). It was 

clear that in the case of this internationally unknown Chinese private producer for heavy 

machinery with no international experience and no car-making background, there was a key 

individual’s motivation for the intended buy of the Hummer. However, the whole process 

was met with skepticism as soon as the Hummer plan surfaced (Sina, 2010). In the final stage, 

the Chinese government rejected the deal, as Yao Jian, a spokesman of China’s Ministry of 

Commerce (MOFCOM), made it clear that all relevant authorities had not yet received a 

complete application program from Tengzhong for acquiring GM’s Hummer brand (People's 

Daily Online, 2010c).  

Based on the facts above, the question arises, why did Geely rather than BAIC obtain more 

positive support from the Chinese central government when they raised the proposals of 

purchasing Volvo, and why was Sichuan Tengzhong’s proposal for acquiring Hummer from 

GM in the same period denied? 

To investigate the reasons, there is a need to explore the national background of China to find 

the government’s consideration based on the global financial crisis.  

First, Geely’s acquisition of Volvo matched the automotive layout design of the State. 

Looking deeper into the development of China’s automotive industry, although it was a small 

and newly-established private automotive manufacturer, Geely had fewer barriers to obtain 

advanced technology than SOEs because of its status as independent car-maker. After 

depending on the central government’s plan (1949-1969) and import substitution (1970-early 

1990s), China’s automotive industry entered a period of opening up and fast expansion 

(1990s-present) (Yao & Wang, 2014). While state-owned automotive manufacturers have 

become increasingly sophisticated as a result of joint ventures with foreign automakers, they 

still depend on the foreign brands for profit and are limited to mastering the core technology. 

Conducing OFDI is one way for automotive SOEs to acquire advanced technology and move 

up the value chain. Nevertheless, they could not seize opportunities to prepare investment in 

a short time because of the complex decision-making process with the foreign ownership. 

Therefore, Geely’s acquisition of Volvo shows the advantage of building a self-owned brand 

and acquiring technology in the luxury auto-market. 
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Moreover, Geely’s original reason for buying Volvo, producing the safest, most 

environmental-friendly and most energy-efficient cars, fits the development direction of 

China’s automotive industry. In 2009, the State Council released the Automotive 

Readjustment Plan to restructure and grow China’s automotive industry amid the global 

economic slowdown. Chinese automotive manufactures were encouraged to conduct 

outbound investment to improve competitiveness and expand market. Meantime, it 

emphasized the need to improve automotive technologies towards greater fuel efficiency, 

new energy sources and with more safety, and blind investment was no longer advocated for 

in the “encouraged” category in the “Going Global Policy” (R. Tang, 2012). Hence, China’s 

automotive industry was encouraged to fit the idea of green economy, and Geely’s purchase 

fits in this policy. Sichuan Tengzhong targeted Hummer for acquisition, and the high oil 

consumption technology violated the Chinese government’s new emphasis on energy 

conservation and environment protection, the main reason why it failed to get the Chinese 

government’s approval (Chakravorty & Young, 2010).  

Furthermore, Geely prepared thoroughly for its acquisition of Volvo with a relatively mature 

internationalization strategy. Promoted by President Li Shufu’s long-time passion for the 

Volvo brand, Geely hired professional international consulting and legal teams to negotiate 

with Ford according to international rules. With previous international experience of 

acquisition and financing, the purchase of Volvo presented a relative mature 

internationalization strategy and flexibility in financing channels, which became a good 

example of Chinese enterprises successfully internationalizing by using domestic and 

international capital, which is encouraged by Chinese government. This can be seen in the 

positive comments of the spokesman of MOFCOM. In early September 2009, Mr. Yao Jian 

said MOFCOM would provide positive support for Geely’s acquisition of Volvo. In 

December 2009, he continued to state that Geely’s acquisition of Volvo was a beneficial and 

effective use of domestic capital and foreign exchange reserves, that helped to accumulate 

experience to obtain brand and technology through international M&A during the global 

financial crisis (X. Chen, 2010). Compared to Geely, BAIC kept changing the acquiring 

target because of its immature internationalization strategy until it grasped the last chance to 

succeed to buying part of Saab with the Chinese government’s support in the final stage after 

it failed to acquire the whole of Saab. Tengzhong faced an even worse situation. The 

MOFCOM did not endorse the transaction, and the well-capitalized Chinese banks were 
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reluctant to lend money (Bunkley, 2010). Therefore, Geely’s acquisition of Volvo is not a 

simple M&A case, but a typical example for Chinese private and automotive enterprises to 

go global for the resources they need.  

Hence, the analysis above shows that the Chinese government played an important role in 

Geely’s purchase of Volvo. It provided positive political, financial and administrative support 

based on its own consideration facing the global financial crisis. In this sense, Geely’s 

successful acquisition of Volvo is the result of the strategic layout of China automotive 

industry. In other words, it reflects that Geely’s international strategy matches the strategic 

consideration of the State in the context of global financial crisis.  

4.5 Conclusion  

In conclusion, the multi-aspect conceptual framework derived from the global political 

economy approach provides inside factors, including the individual influence on the 

decision-making of OFDI, the firm’s motivation for internationalization as well as the 

national institutions that the firm embedded in the context of the global financial crisis. It 

reflects the response and interaction of actors to the change caused by the global financial 

crisis. Although the application of fsQCA on the qualitative data failed, by comparing other 

two deals that took place in the same period, the complex causality of the completion of 

Geely’s acquisition of Volvo can still be found, by considering the multi-aspect factors. 

Specifically, the reasons that Geely could successfully acquire Volvo are the result of the 

interaction of factors at four levels. Geely saw the chance to get access to valuable assets like 

Volvo, influenced by the global financial crisis, and promoted directly by Geely’s founder, 

President Li Shufu in order to seek Volvo’s strategic assets such as brand, technology and 

market to realize the firm’s strategic shift. Most importantly, the Chinese government 

provided great support to Geely compared to Sichuan Tengzhong’s acquisition of Hummer, 

which shows the strategic consideration of the Chinese government’s readjustment of the 

country’s automotive industry.  

The analysis above presents the attempt on an in-depth analysis on a single case in a relatively 

comprehensive way, although the fsQCA method failed. The multi-aspect factors impacting 

Chinese OFDI completion integrate the perspectives of international business and global 

political economy, reflecting the bilateral dynamics between the global contexts and the 
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actors involved. Moreover, through the simple comparison, the role the Chinese government 

played in different cases becomes clear, revealing the flexible strategy of the Chinese 

government on the OFDI of Chinese automotive producers. Of course, there are limitation 

on the data collection as well as a limited number of cases in the analysis. However, the 

findings on the role of Chinese government in Geely’s acquisition of Volvo provide a new 

perspective on the Chinese OFDI, which contributes to this dissertation. 

Table 4.4 Geely’s international acquisitions after the acquisition of Volvo Car in 2010 

No. Date Targets  Country Quantity in 

US$ Millions 

Share 

size 

1 February 

2013 

Manganese Bronze, 

and its subsidiary, 

London Taxi 

International and its 

joint venture in 

Shanghai 

The UK 17.5 100% 

2 June 2017 Proton Malaysia 235 49.9% 

3 June 2017 Lotus  

(from DRB-

HICOM Berhad of 

Malaysia) 

The UK 51% 

4 November 

2017 

Terrafugia The US 5.82+  

5 December 

2017 

Volvo AB (from 

Cevian Captial) 

Sweden 3700 8.2% 

6 February 

2018 

Daimler AG Germany 9000 9.7% 

Source: Geely (2018) 
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5 Chapter 5. An analysis on EM MNE latecomer firm’s catch-up 

strategies from a global value chain perspective: the case of 

Huawei in the EU* 

[Abstract] 

Chinese outward foreign direct investment (OFDI) has increased sharply with China’s 

integration into the world economy. The history of investing in the EU by Huawei 

Technologies, China’s biggest telecommunications equipment manufacturer, is 

representative of that development. This paper applies a global value chain (GVC) 

approach to analyze Huawei’s investment in the EU, and explain how Huawei from a 

latecomer in the information and communication technology (ICT) sector has 

developed into a global leader. It contributes to the understanding of the development 

of emerging market multinational enterprises (EM MNEs) by combining the GVC 

approach and the latecomers’ catching-up perspective. Our findings show that Huawei’s 

increasing investment in the EU, apart from seeking new markets, also provided a basis 

for becoming a global leader in the market for high added-value equipment through 

leapfrogging. In addition, we found that the failure to access the US market was a 

moderating factor, while the Chinese government played an important role in 

facilitating Chinese firms becoming global leaders through its industrial support 

policies. 

  

 

* This chapter is based on the paper co-authored with Prof. Peter Peverelli, which has been under review 

for the Special issue of the Journal Development and Change.  
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5.1 Introduction 

In recent years, Huawei Technology, a Chinese telecom firm, has received considerable 

attention from the international media and academic researchers. Founded in 1987 and 

headquartered in Shenzhen, a Special Economic Zone bordering Hong Kong, Huawei 

started at the bottom of the value chain as a sales agent of Private Branch Exchanges. 

Today, Huawei is not only the third largest global smartphone seller (even surpassing 

Apple to the second spot at the third quarter of 2018) (Jean Baptiste Su, 2018), but also 

has become the leader of the “fifth generation” (5G) mobile networks, actively setting 

the technical standards for 5G and related technologies like “smart cities” building.  

Huawei’s ascent reflects the rise of China in the global economic scene. China has gone 

through a process from latecomer to global leader at a remarkably rapid pace. China 

has become the world’s fastest emerging economy with the second largest GDP (The 

World Bank, 2017) only second to the United States and a net capital exporter (Xinhua, 

2015). Huawei has developed into a well-known multinational firm, sitting at the heart 

of the global Information and Communications Technology (ICT) industry. Today, with 

the escalation of the trade war between China and the US, Huawei also finds itself at 

the center of a political and economic controversy. Both Huawei as a firm and its home 

country “have become technological pacesetters in their own right” (The Economist, 

2019), which is causing the apprehension of some governments on the aspect of 

national security. In spite of its legal status as private enterprise, owned by its 

employees, Huawei is in the Western nations generally believed to be controlled by the 

Chinese government and used as a means to penetrate the Western world through the 

most vital pillars of society: communication. This has drawn Huawei’s development 

into the dynamics of global political economy. 

Huawei’s journey from the bottom of the value chain to a tech giant on the global stage 

already makes it an interesting case for studying China’s FDI. Its story can be regarded 

as representative for the growing group of multinational enterprises from emerging 

economies (EM MNEs). The role of instrument in China’s foreign policy that some 

Western politicians and analysts have Huawei accredited with in recent political debates 

also make it a fascinating case for studying the problems EM MNEs in general have to 

deal with when initiating business in the Western world. 
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Huawei has suffered from a series of hostile policies from the US government since 

2001. Yet, its reception in Europe was quite the opposite. For Huawei, Europe plays a 

key role in its international development, as Europe is not only its second largest market, 

but also is its “global center for expertise” (Huawei Europe, 2016). However, 

apprehension against Huawei has appeared in (West) Europe as well recently. When 

writing this paper, the debate regarding to what extent European nations want to let 

Huawei participate in rolling out the local 5G networks is still going on. 

The existing literature on Huawei is firm-centered and mainly analyzes Huawei’s 

growth from an international business perspective, adopting the mainstream MNE 

theories. For example, studies show that Huawei is pursuing for the developed market 

and advanced technology in Europe, through employing Dunning’s eclectic (OLI) 

paradigm (B. Zhu, 2008), analyzing its entry modes (D. Wu & Zhao, 2007) and 

strategies for international and European markets (Ke & Dan, 2011), as well as 

investigating its overall corporate growth strategy (Barbieri, Huang, Tommaso, & Lan, 

2013). Such a firm-centered exploration on a firms’ strategic choices neglects the 

embeddedness of the firm in the domestic and globalization contexts. For most research 

on Huawei’s success in Europe is also centered on the firm itself. Although the 

influence of the Chinese government (Barbieri et al., 2013; W. Chen & Athreye, 2009b; 

Low, 2007; B. Zhu, 2008) on Huawei’s internationalization and innovation is also 

analyzed, Huawei’s R&D in Europe is investigated from the perspective of network (Y. 

Zhang & Duysters, 2010), competitiveness (Ahrens, 2013), innovation (Fan, 2011), and 

EM MNE latecomer firms’ catching up (Li Sun, 2009). This latter perspective, 

latecomer’s catching up, is useful for understanding the behavior of EM MNEs in the 

global market. However, also that perspective fails to consider the social embeddedness 

of the firms.  

Huawei as a latecomer firm grown into a global leader, represents the growth track of 

EM MNEs in the new era. To fully understand the behavior of an EM MNE like Huawei, 

it is imperative to understand how such firms are socially embedded in their home 

regions and how they base their strategies to enter overseas markets on their domestic 

business policies. This paper will combine the perspectives of latecomer’s catching up 

and global value chain (GVC) to build a new working model for understanding how 

EM MNEs initiate business in international markets and analyzing the problems they 
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encounter when their approach clashes with local social and business practices. This 

paper will be a single case study, analyzing Huawei’s activities in the European market. 

Our main information resources are first-hand interviews and related public documents. 

GVC explores all people and activities involved in the production of goods or services 

of a firm at the global level. It has been successfully used to analyze international trade 

and development (Gereffi, Humphrey, Kaplinsky, & Sturgeon, 2001). This perspective 

provides a systematic approach for examining all activities of a firm to gain global 

competitive advantage and links them to its core industry, and its interaction with 

parties in its home and global context. By adding the latecomer’s catching up 

perspective, our new working model will be able to gain a deeper understanding of the 

core issues behind the problems that EM MNEs like Huawei encounter in their struggle 

for growth in the global market, and to leapfrog to the position of a global leader. 

This paper proceeds as follows. Firstly, we will review Huawei’s growth path from a 

perspective of latecomer’s catching up, followed by an introduction the global value 

chain approach. We will then analyze Huawei’s global value chain strategy and try to 

link it to its increasing foreign direct investment in the EU. The conclusion will be 

presented in the end.  

5.2 Huawei: from a latecomer to a global leader 

A seminal study on the strategy of EM MNEs is Gerschenkron (1962), who launched 

the concept of latecomer’s catching up. This provides us with an angle to analyze the 

latecomers’ growth path. Deriving from the analysis of the backward (Gerschenkron’s 

term) countries’ industrialization by reviewing the differences of development levels of 

the European countries in a historical perspective, Gerschenkron (1962) poses that a 

development problem is a catching-up problem. In Gerschenkron’s terms, the catching-

up is described as the process of accelerating development to narrow the gaps between 

the advanced industrial countries and the backward countries. However, it should be 

noticed that the term “latecomers” is concerned with latecomer countries and latecomer 

firms. Specifically, the latecomer countries are economic backward countries compared 

to advanced industrial countries, while latecomer firms, like latecomer nations, are 

“able to exploit their late arrival to tap into advanced technologies” to accelerate the 

process to narrow the gap by utilizing various strategies and assistance to bypass the 
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established competitors, rather than just replicate the previous technological path 

(Mathews, 2002). 

5.2.1 EM MNEs as latecomer firms 

Rather than late entrants by choice or start-ups, latecomer firms aim to become players 

in the industry where they have initial weaknesses (e.g. backward technology and 

lacking market access), but also have some initial competitive advantages like low costs 

as leverage (Mathews, 2002, pp. 470-472). Latecomer firms could therefore be located 

in advanced economies as well as in emerging markets. However, nowadays, it is the 

latecomer firms in emerging economies (which are latecomer countries) that have 

caught the attention of academics. In this sense, EM MNEs are those firms that 

exchange low-cost labor for advanced technology and/or overseas markets, to gain 

competitive advantage in their industry. It coincides with the attempts by emerging 

economies to catch up with the advanced industrial countries, intending to leapfrog the 

forerunners. Such catching-up is a systematic process that involves interactions 

between the latecomer firms and their home-countries (governments).  

FDI is one activity for EM MNEs to realize international expansion. The existing 

literature has identified three distinct waves of EM MNEs’ FDI from an international 

business perspective (Dunning, van Hoesel, & Narula, 1997; UNCTAD, 2005). In the 

first wave- from the 1960s to the 1980s, the EM MNEs were mostly firms from Latin 

America, seeking market access and increased efficiency in other developing countries 

(Andreff, 2003). Asian MNEs represented by the firms in newly industrial countries 

(NIC, namely South Korea, Taiwan, Singapore and Hong Kong) dominated the second 

wave in the 1980s, which benefited from the industrial shifts from the “leading 

goose”—Japan. These MNEs unitized FDI to seek strategic assets such as technological 

innovation and new markets, while their FDI still flowed to other developing countries 

(Dunning et al., 1997). The third waves started in the 1990s. It presented different 

features such as an increasing role of private EM MNEs. Merger and Acquisition (M&A) 

activities increased (Lim, 2014), and the FDI flows went to both developing and 

developed economies. Especially with the close involvement in the global economy, 

the EM MNEs from Asia Pacific called “dragon multinationals” (Mathews, 2006) have 

realized successful international expansion through both export and FDI and became 

leading global players in some sectors with a rapid growth compared to the early-
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movers. In the 21st century, Chinese firms have become the representatives of such 

rapidly emerging EM MNEs. 

As Mathews (2006) emphasized, globalization as a context has a significant effect on 

the EM MNEs’ FDI since the 1980s. Despite the common point that the Asian EM 

MNEs have benefited from push factors like the stimulation of economic and industrial 

polices of their home-governments, another impact factor is that these EM MNEs were 

multiply connected into the global economy, and utilized their late arrival on the global 

stage as advantage (Mathews, 2006, pp. 7-8). In this sense, the EM MNEs from the 

NICs have provided rich experience for the new latecomers like Chinese MNEs in the 

21th Century (e.g., Huawei). Hence, these EM MNEs as latecomers connected both the 

latecomer home-countries’ catching-up strategies or corresponding policies and the 

context of dynamic globalization.  

5.2.2 Various catching-up strategies of EM MNEs 

For EM MNE latecomer firms, technological disadvantage, long distance from leading-

edge markets and demanding users are two main “sets of competitive disadvantages in 

attempting to compete in export markets” (Hobday, 1995, p. 1172). Therefore, to 

overcome these two disadvantages, the latecomer firms have to stimulate technological 

learning and innovation, as well as to get access to the demanding markets in advanced 

economies.  

Existing studies have generalized several theories on different patterns of the latecomer 

firms’ catching-up, in which “windows of opportunity” theory and “technological 

catching-up patterns” are two representative theories. Raised by Perez and Soete (1988), 

“windows of opportunity” overcame the shortcoming of product life-cycle theory that 

assumes that products are independent of one another, explaining that latecomers could 

catch up through acquiring and assimilating existing technologies. K. Lee and Malerba 

(2017) further expanded it to study the catch-up cycles in the dynamics of sectoral 

systems, identifying three types of window - technological window, demand window 

and institutional/public policy window. For instance, as K. Lee and Malerba (2017) 

introduced, in the mobile phone industry, Samsung dethroned Nokia in 2002 in terms 

of market share by grasping the technological opportunity of using Google’s Android 

OS operation system to develop digital phones. Moreover, although the camera industry 
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experienced three technological shifts, demand surge was a significant factor pushing 

the Japanese producers to ramp up mass production and promote technological 

improvements, thus realizing their catching-up. In the wine industry, the “old world” 

producers (mainly France, Italy) experienced the radical reform of the old closed 

institutional environment in the late 2000s as latecomers, when they tried to capture 

market share in the new world wine industry. The firms in the lagging countries could 

take advantage of these windows to realize catching-up through their responses to these 

windows. K. Lee and Lim (2001) generalize the three patterns of technological 

catching-up based on the development experience of Korean industries, namely path-

following catch-up (consumer electronics, personal computers and machine tools), 

path-skipping catch-up (D-RMA and automobile), and path-creating catch-up (CDMA 

mobile phone). Of course, these two perspectives are not mutually exclusive but can be 

complementary to analyze the development paths that EM MNE latecomer firms adopt 

to catch up. It means that latecomer firms could use the latecomer advantage to leapfrog 

or create a short growth path. Hence, for latecomer firms’ technological catching-up, 

regardless whether they seized windows of opportunity, or adopted the path patterns to 

leapfrog, the essential aspect is technological learning followed by innovation. The 

improvement of technological capabilities is the force behind the accompanying 

systemic changes that drive the latecomer firms to catch up on the forerunners and then 

to gain the competitive advantage for leadership.  

5.2.3 Huawei as an EM MNE: from a latecomer to a global leader 

As we introduced above, Huawei, founded in 1987 and headquartered in Shenzhen, is 

a good example of an EM MNE that has developed from latecomer to a global leader, 

coinciding with the rise of China as the world’s second largest economic power.  

Started as a sales agent of Private Branch Exchange, Huawei has experienced a “going 

global” progress, growing into a leading global provider of ICT infrastructure and smart 

devices. As an employee-owned private company and facing fierce competition with 

SOEs counterparts, Huawei adopted a “rural markets before metropoles” strategy, 

establishing a core competency of low cost and initial R&D capabilities in its home 

country until 1997. Although never stated so verbatim, this strategy resembled the 

strategy that Mao Zedong employed in the civil war between the Red Army and the 

Nationalists; conquering the major cities by first gaining a foothold in the surrounding 
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countryside. That strategy was itself based on the Art of War Fare written in the 5th 

century BC by the famous philosopher-general Sun Bin. Huawei entered the state of 

internationalization when it obtained its first overseas contract for network products 

with Hutchison Whampoa in Hong Kong in 1997, and from then on started to develop 

overseas markets. In 1999, Huawei opened an R&D center in Bangalore, India, and 

from 2000, Huawei turned its focus to the developed markets in Europe and the US. 

Huawei is now active in telecom network equipment, IT products and solutions, smart 

devices and cloud services, which are used in over 170 countries and regions, serving 

a third of the world’s population. Huawei thus was a late entrant in the 

telecommunication industry that has not only grown into a multinational, but also has 

leapfrogged over many of its competitors from developed nations. Moreover, this 

process was concurrent with the rapid economic development of its home country. 

Huawei’s growth can be seen not only from the expansion of its products and 

geographic scope, but also from its revenue growth and the improvement of its R&D 

capabilities. For instance, Huawei has kept a sustained revenue growth since 2002, 

reaching over US$105 billion in 2018, while the net income in 2018 increased to 

US$8.7 billion with some fluctuations (Figure 5.1). Meantime, we also can see that 

Huawei’s sales increased in every region in 2018 (See Figure 5.2). 
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Figure 5.1 Huawei Annual Growth（2002-2018) 

 

Source: Huawei’s Annual Reports. 

Figure 5.2 Huawei's sales increased in every continent (revenue by area in billions 

of US dollars) 

 

Source: Huawei’s Annual Report 2014, 2018.  

Note: EMEA stands for Europe, the Middle East and Africa. 
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Huawei’s growth to a global leader is also reflected by the expansion of its business 

scope. As we introduced above, Huawei started as sales agent for producing Private 

Branch Exchange (PBX) switches in 1987, then devoted itself to developing digital 

switching and wireless solutions, and formed its core business--the Telecom Carrier 

Networks and Enterprise business. Specifically, the carrier business provides 

telecommunications networks and services for almost all major communications 

carriers worldwide, while the enterprise business provides equipment, software and 

services. In 2008, Huawei was the fourth biggest telecom equipment provider, and in 

2012 Huawei overtook Sweden’s Ericsson to become the world’s largest telecom-

equipment-maker (The Economist, 2012). In 2017, Huawei was the top equipment 

vendor again, which was triple the size of either Ericsson or Nokia in terms of its annual 

revenue, reaching US$92 billion (Telecom Mirror Team, 2018). In 2018, it kept the first 

place in the mobile infrastructure market (Téral, 2019) (see Figure 5.3). In addition, 

with the growth of 5G contracts, Huawei expected a double-digit growth in carrier 

business unit in 2019 (S. Ma, 2019).  
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Figure 5.3 Huawei as the largest mobile infrastructure provider in 2018 

 

Source: Téral (2019) 

Figure 5.4 Huawei's revenue by business, 2018 

 

Source: Huawei Annual Report 2019. 

Moreover, Huawei expanded its business to make mobile equipment devices in 2010, 

including smartphones, PC, tablets, wearables, and device cloud service and so on, 

which formed the third core business - Consumer Business Group (CBG). The CBG is 
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growing fast. According to International Data Corporation (IDC), in the fourth quarter 

of 2012, Huawei became the world’s third largest smartphone manufacturer, while in 

the third quarter of 2018, Huawei surpassed Apple, becoming No. 2 (Huawei, 2018b; 

Jean Baptiste Su, 2018). Furthermore, the consumer business has become a major 

contributor to Huawei’s income, accounting for 48.4% of its revenue in 2018 (Huawei, 

2019) (See Figure 5.4). Hence, we have witnessed Huawei’s business expansion both 

from geographical scale and product diversification, growing from a latecomer firm to 

a global leader.  

Another sign for Huawei’s growth to a global leader is the improvement of its R&D 

capabilities. Huawei has set the objective of growth by R&D and innovation in the early 

years and keeps investing in R&D activities. Early in the 1990s, Huawei devoted 

various resources on R&D for high capacity digital telephone switches, and in 1994 

C&C08 switches were designed and produced, which made Huawei a mainstream 

telecom equipment supplier in China (Jian Zhang & Vialle, 2014). Later, when Huawei 

entered into the overseas market in the early 2000s, 2G mobile communication 

technology was launched and became popular. Huawei was new in the data 

communication field. However, it did not rush to innovate, but instead stuck to the 

mature technology to accumulate R&D capabilities. In 2004 Huawei invested in LTE 

(the 4th Generation) R&D. By late 2007, Huawei was a partner to all top operators in 

Europe (Huawei, 2016b). In 2009, Huawei began to invest in R&D for 5G mobile 

technologies, and announced to invest USD$600 million on 5G research globally by 

2018. In 2015, European 5G Private Partnership (5GPPP) launched on 1 July, while 

three years later, Huawei completed the first 5G trial in Turin, Italy (Huawei Europe, 

2018). This shows the path of Huawei’s R&D capability on the technological evolution 

from a latecomer, a follower, and then to a leader on cutting-edge technology like 5G. 

Especially, in 2017 Huawei became the top patent applicant in the EU (European Patent 

Office, 2018). In addition, Huawei keeps investing over 10% of its annual revenue in 

R&D. In 2018, its R&D investment reached US$15.3 billion (RMB 101.5billion), 

jumping to the fourth globally, following Amazon, Alphabet and Samsung. Besides, 

Huawei’s R&D budget accounted for 14% of its revenue, becoming the second-highest 

proportion after Alphabet among the top six spenders (Bloomberg News, 2019). In the 

sector of technology hardware and equipment, we also can see Huawei grow faster in 

R&D investment in the world rank compared to the competitors (see Table 5.1). Such 
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R&D investment has improved Huawei’s competitive advantage, making it the first to 

develop large-scale 5G commercial deployment capabilities. 

Table 5.1 The companies in Technology Hardware and Equipment sector in the 

top 50 companies listed in the 2018 scoreboard Rank change 2004-2018. 

Rank 

2018 

Company Country R&D in 

2017/18 

(€billon) 

R&D 

One-year 

growth (%) 

Rank Change 

(2004-2018) 

5 Huawei China 11.33 16.6 Up >200 

6 Intel US 10.92 2.8 Up 8 

7 Apple US 9.66 15.3 Up 97 

25 Cisco Systems  US 5.05 -3.8 Up 5 

27 Nokia Finland 4.92 20.0 Down 17 

28 Qualcomm US  4.56 6.3 Up 64 

35 Dell 

Technologies 

US 3.96 67.2 new 

43 Ericsson Sweden 3.26 2.0 Down 26 

Source: Hernández et al. (2018)  

In sum, we can see that Huawei has been growing fast from a small company to a giant 

based on data of R&D spending. It gradually expanded its business, from telecom 

carriers to enterprises, to costumers, with its increasing improvement of R&D 

capabilities and its internationalization. In this sense, Huawei is a great example as an 

EM MNE growing to a global ICT giant, and therefore a model case for our research. 

Studying Huawei’s case, not only requires us to focus on the firm’s strategy itself, but 

to also consider the global development of the industry, as well as the firm’s domestic 

institutional context.  

5.3 Global value chain (GVC) approach 

The concept of Global Value Chain (GVC) is derived from Porter’s concept of value 

chain, a systemic way to examine all activities of a firm performs and how to gain 

competitive advantage (Porter, 1985). GVC explores all the people and activities 
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involved in the production of a good or service from conception, design, sourced raw 

materials and production, marketing to distribution to after-sales support at the global 

level (Gereffi et al., 2001). Rather than concentrating on one commodity or product 

(global commodity chains, see (Gereffi, 1994) , the supply process of products (global 

supply chain, see (Nagurney, 2006) or the production network (global production 

network, see (Henderson et al., 2002) ), GVC focuses on the sequence of value adding 

within a given industry by studying both the firms and the governments domestically, 

locally, regionally and internationally. It examines “job descriptions, technologies, 

standards, regulations, products, processes, and markets in specific industries and 

places” (Gereffi & Fernandez-Stark, 2016, p. 6), which is useful to trace the shifting 

patterns of global production from both top down and bottom up. Hence, GVC as an 

analytic approach provides a framework to analyze how the structure and dynamics of 

different actors involved in a given industry are organized at the global level, which 

links firms, workers and consumers and government.  

The GVC framework not only provides an approach to analyze the firms’ organizational 

and geographic integration simultaneously, but also considers the global or domestic 

contexts that the firms embedded in. On the one hand, globalizing firms have to 

integrate their production both geographically (offshoring) and organizationally 

(outsourcing) (Cattaneo, Gereffi, Miroudot, & Taglioni, 2013(Cattaneo, Gereffi, 

Miroudot, & Taglioni, 2013). In this process foreign direct investment (FDI) has 

become one approach for firms to outsource activities to independent contractors in a 

foreign location besides overseas production. Because it could help the firms to reduce 

transaction costs in manufacturing and logistics, and further generate differentiation to 

maximize the competitive advantages. Hence, firms concentrate on engaging in value-

added activities and controlling over the operations to create the most value (Mudambi, 

2008). The GVC approach analyzes the firms’ strategic value choices in the “chain of 

activity”, which could be captured on the “smile of value creation” (Mudambi, 2008). 

Hence, from Figure 5.5, the smile of value creation presents the pattern of value 

generated through GVC, in which both the activities related to R&D and marketing are 

the high value-added at the end of the value chain, while the manufacturing and 

standardized services are with added value in the middle smile. For a firm, a strategic 

approach to sustain competitive advantage is to keep a constant process of market-led 

innovation, while reducing the cost of manufacturing and standardizing services by 
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outsourcing.   

Figure 5.5 The smile of value creation. 

 

Source: Mudambi (2008, p. 707) 

On the other hand, the GVC framework treats the state as a context for firm-specific 

action rather than shaping a global production network (GPN). Thus, when we focus 

on the firm itself, it is an effective analytic approach for us to explore the process of 

EM MNEs to improve capabilities more involved in high value-added activities in GVC 

and turning leaders in their own industries. Furthermore, it is also effective to trace the 

leading industries that promoted the economic growth in different periods. For instance, 

we witnessed the iron and steel industry’s boom in the 1880s, the thriving of chemical 

industry in the second industrial revolution, the prosperity of automotive industry in the 

1970s and semiconductor industry in the 1980s, the electronic industry in the 1990s and 

ICT industry in the 2000s onwards. In this process, technological innovation became 

one key element linking the growth of the firms and the development of the national 

economy. The advanced technological innovation capability continues the firms’ 

competitive advantage; while the technological spillover effect based on the existing 

development promotes the rapid innovation and the creation of new value in emerging 

industries.  

Therefore, we believe that linking the GVC approach to the perspective of latecomers’ 

catching-up, could provide a path for EM MNE latecomer firms to catch up by focusing 
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on involvement in the high-valued activities such as R&D and marketing, and taking 

advantages of the local resources through outsourcing. In addition, it explains the 

strategy for a latecomer firms to utilize the advantages of different locations.  

For instance, EM MNEs are moving to develop their own brands, and locate R&D and 

marketing in advanced economies to increase the control at the end of the value chain, 

when they achieve competitive advantage through the activities in the middle of the 

smile curve (Mudambi, 2008), in which OFDI is an efficient way to enter advanced 

economies. In this process, the EM MNEs that choose the locations for R&D and 

marketing in the advanced markets are based on the competitive disadvantages rather 

than the competitive advantages that they have, which can be explained by the location 

advantages in OLI model. Hence, location controlling in the GVC framework provides 

another angle for EM MNEs’ OFDI. 

5.4 The analysis of Huawei’s catching-up in GVC 

5.4.1 ICT industry in GVC  

The experience of Huawei offers an interesting case for applying the GVC model to in 

the ICT industry. 

The ICT industry is a rising sector in the global economy. According to the OECD, the 

ICT industry is “a combination of manufacturing and services industries that capture, 

transmit and display data and information electronically” (OECD, 2002a, p. 81). As the 

ICT sector was highly globalized, it was further viewed as an economic sector from the 

economic development perspective (OECD, 2002b), connected to education and 

technological knowledge (Zuppo, 2012). Such broader understanding of the 

comprehensive definition of ICT sector explains the increasing importance of ICT in 

the global economy and our daily life. In this paper, we focus on ICT as the sector that 

converges audiovisual, telephone and computer networks to access, store, transmit, 

analyze and manipulate information systemically, in order to realize unified 

communications. Specifically, the ICT sector consists of four major sub-sectors: 

manufacturing, software and computer services, communication services, and ICT 

wholesaling. Nowadays, with the rapid technological development, the ICT industry 

has connected the world digitally, and has been at the forefront of the Fourth Industrial 

Revolution (Chandra & Pouchous, 2017). This can be seen from Figure 5.6, which 
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shows the sustainable growth of the revenue created by the ICT industry globally from 

2005 to 2019. Specifically, the revenue made by the ICT industry globally in 2019 was 

almost twice (expected $US 5,069 billion) than that in 2005 ($US 2,622 billion). Hence, 

such emerging sector not only plays a crucial role in the global economy, but also plays 

an important part in a country’s economy and our daily life.  

Figure 5.6 Global ICT industry revenue, 2005-2019 (in billion US dollars) 

 

Source: Statista (2016) 

Secondly, the ICT industry provides possibilities for leapfrogging by latecomers 

adopting the GVC approach. From the discussion above, we can see that the main 

aspect of the ICT sector is to access, store, transmit, analyze and manipulate 

information systemically. As such a knowledge-intensive, technology-based industry, 

there is no need for massive investment in fixed plants or infrastructure, while all 

components and systems embodying the technology are internationally available and 

transportable (Steinmueller, 2001). Meanwhile, another characteristic of the ICT sector 

is its rapid change and evolution of technology and services, which cannot be realized 

in a single business or a single national economy, because it needs global cooperation 

and collaboration to meet all the complex and diverse needs.  

These two features lead us to view the ICT sector from a relative comprehensive 

industrial and worldwide perspective, suitable for the GVC approach. For one thing, 

the global value chain of ICT involves a series of activities that generate added value 
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from the production planning and design, research and development, 

production/assembly, sales, and customer service. These activities could proceed in 

different locations worldwide. 

The GVC perspective provides latecomer EM MNEs in the ICT sector with a potential 

to leapfrog. Leapfrogging means “bypassing stages in capability building or investment 

through which countries were previously required to pass during the process of 

economic development” (Steinmueller, 2001, p. 194). This kind of development 

follows a linear, predictive path with well-defined stages. However, in the ICT industry, 

a knowledge-intense sector, a firm could skip certain stages for building capabilities 

not through the accumulation of experience, but through upgrading its capabilities by 

an acquisition of equipment or know-how. Hence, on the one hand, latecomer firms 

could save the process of accumulation of human resources and investment on fixed 

infrastructures to narrow the gaps in productivity. Meanwhile, latecomer firms also can 

engage in high value-added activities, for instance, they can focus on R&D for the 

advanced technological innovation to skip the traditional development path. On the 

other hand, from a macroeconomic point of view, emerging economies are participating 

more in the GVC of ICT industries, which increases employment and promotes 

economic development. This also changes the traditional structure in the GVC of ICT 

industries. Prior to the 1980s, the manufacturers of products or providers of services 

mostly focused on the United States and Western Europe, where as the advanced 

markets led the entire production process (Kim, Seo, Ju, Choi, & Kim, 2014). With the 

globalization, ICT firms from advanced economies control the ends of the value chain, 

concentrating on owning the technologies and other core elements, to increase 

efficiency and reduce transaction costs by relocating to emerging markets. Meanwhile, 

multinational enterprises’ high value-added activities such as R&D and innovation have 

considerable possibilities to “spillover” to emerging economies (Buckley, Craig, & 

Mudambi, 2018; Mudambi, 2008), which creates opportunities for latecomer 

economies to catch up.  

As an emerging economy, China took advantage of labor-intensive industries through 

the advanced firms’ outsourcing. In the GVC of the ICT industry, China as a significant 

supplier, is the biggest participant in manufacturing and assembly, with the greater 

proportion of the key components being produced in China. For instance, as Clelland 
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(2015)’s analysis of Apple’s iPad supplier network indicated, in 2011 China was the 

lead outsourced supplier for manufacturing. 351 of the 748 suppliers were Chinese, 

including 17 final assembly plants. With such standardized production, China as a 

sophisticated supplier location, did not only benefit from the economic growth, but also 

took on the technical innovation path. It can be seen from the global rise of several 

Chinese IT and ICT companies, such as Alibaba, Tencent, and Xiaomi. Huawei is the 

most prominent representative in this respect. This shows that China is increasingly 

central in the global value chain of the ICT sector. These changes reveal that a latecomer 

country could catch up through sophisticated manufacturing and technological 

innovation.  

In sum, the rapid development of the ICT sector depends on technological innovation, 

which shows that the ICT industry is knowledge-intensive. This requires global 

cooperation and collaboration with flexible locations. Hence, the GVC as an analytic 

approach provides a comprehensive framework to analyze the interactions among firms 

and countries, rather than just focusing on the production network or supply chain of 

the ICT sector.  

GVC provides EM MNEs a means to catch up through leapfrogging. In this sense, the 

GVC approach could provide a useful way to analyze Huawei’s catching-up process 

through the location-deployment and the upgrading of value-added activities. 

5.4.2 Europe as an important location for Huawei’s global GVC 

From the perspective of international business, OFDI is an effective approach for EM 

MNEs to seek markets, resources, efficiency and strategic assets (Narula & Dunning, 

2000; Sakr & Jordaan, 2016). However, in the GVC framework, EM MNEs exploit the 

advantage of low-cost in manufacturing locally, while they try to control the higher 

value-added activities at the downstream of the value chain to gain competitive 

advantages through OFDI or alliance in advanced markets.  

In terms of global operation, Huawei chose to manufacture mainly in domestic 

locations such as in Shenzhen and Dongguan, while it also built some small-scale 

outsourcing factories abroad e.g. Hungary-Pecs, Hungary-Komanrom (Gong, 2013). 

Planning to transfer 90% of all its smartphones manufacturing to India (Gurnaney, 
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2018), it still pursues low labor costs of labors of operating in locations such as China, 

Hungary and India. With regard to R&D, marketing and service, Huawei operates 

globally, but mainly in the advanced economies, for instance, half of the R&D centers 

and joint innovation centers (globally 50) were located in the Europe (18+) and the US 

(6) in 2017 (Huawei, 2017; Huawei Europe, 2016). Meanwhile, almost half of the 

revenue came from the overseas markets for Huawei from 2012-2017 (Statista, 2018). 

This reveals that Huawei, as an EM MNE, uses local advantages to reduce the cost, and 

obtain high-strategic assets such as engineers and innovation capabilities (See Figure 

5.7).  

Figure 5.7 Geographic distribution for Huawei’s GVC. 

 

Source: Based on Mudambi (2008), made by the author. 

Hence, in Huawei’s global value chain, the advanced economies such as Europe and 

the US are important for Huawei’s global deployment and internationalization. In the 

beginning of 21th century, Huawei began to enter these developed markets. Now, 

Europe is its “global center for expertise” (Huawei Europe, 2018), which is the most 

successful overseas market, major innovation center and stepping-stone for other 

markets. However, it cannot replicate its European strategy in the United States (the 

US), the largest ICT market. It has been continuously frustrated in expanding in the US 

since 2003, which makes Europe more important as an advanced market.  
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5.4.3 The failure in the US  

Early in 2001, Huawei launched its North American headquarters in Plano, Texas, and 

gradually established 14 branch offices and 7 R&D locations across the US with more 

than 1,200 employees in 2016 (Huawei, 2016a). However, Huawei has always been 

clashing with lawmakers, regulators, and other companies for its business development.  

For one thing, Huawei’s endeavor to enter the US market via acquisitions was frustrated 

due to national security concerns. First, Huawei expended significant resources to 

lobbying with US regulators and legislators (Bosnjak, 2018) in lawsuits with the 

networking giant Cisco Systems Inc. in 2003, though it was settled in 2004 (CRN Staff, 

2003). Then Huawei faced resistance against its M&A propositions in the US. Huawei 

failed all the deals because of blocking from the US government or the Committee on 

Foreign Investment in the United States (CFIUS) due to the national security concerns, 

such as the intention of acquiring the joint venture (H3C) in 2003 (Weisman, 2008), the 

bidding for American telecommunication supplier Sprint Nextel in 2010 (David  

Barboza, 2010), and the acquisition of the assets of US server Technology Company 

3Leaf (Reuters Staff, 2011a). Generally, compared to the benefits for increasing jobs 

that FDI brings, the US government and Congress presented more worries towards 

Huawei, as it was deemed to be closely connected with the Chinese government and 

military, and suspected of intending to steal technology from global companies. Huawei 

was also suspected to sell telecom equipment to Iran. Based on this, the US House of 

Representatives even launched an investigation on Chinese Telecommunications 

Companies like Huawei and ZTE, pointing out that Huawei was a potential national 

security threat (U.S. House of Representatives 112th Congress, 2012).   

On another account, Huawei also failed to enter the US market through cooperating 

with the American operators due to the haunted lawsuits. Huawei was tangled in 

lawsuits with the US telecommunication carrier T-Mobile in 2004 with Huawei’s 

engagement for corporate espionage (which lasted for 13 years) (Godldstein, 2014; 

Lerman, 2017), and Huawei’s counterclaim for 4G patent infringement in 2016 (Levy, 

2016). Moreover, Huawei’s attempt to collaborate with AT&T on a smartphone launch 

in the US market was again blocked in 2018, with AT&T dropping the deal (Mozur, 

2018) under the pressure from U. S. lawmakers amid security worries (Bartz, 2018). 

Two senators even proposed a bill to block the US government from buying or leasing 



Chapter 5 Huawei’s business performance in the EU  

 128 

telecommunications equipment from Huawei and ZTE (Reuters Staff, 2018). Facing 

such series of setbacks in the US market (Deahl, 2018), Huawei no longer considered 

the US market as a part of its global strategy (Jean Baptiste  Su, 2018). 

The failure in the US market made Huawei reassess the importance of the European 

market, which was much friendlier. This was confirmed earlier in 2014 by Mr. Roland 

Sladek, the Vice President of International Media Affairs of Huawei, who was also the 

European spokesman for the company. He stated that “basically, the investment that 

does not go to the US goes to Europe or somewhere else. I think we focus on R&D 

investment somewhere else, where Huawei is more welcome” (personal interview, 24 

June 2014). It seems that Huawei could avoid the negative US market by focusing on 

the growth in Europe. However, such strategy did not work with the escalated hostile 

attitude and policies from the US government.  

Huawei has been facing the coldest winter with a series of blockade policies from the 

US government since December 2018. First, Huawei’s CFO, Ms. Meng Wanzhou, was 

arrested in Canada for extradition to the US, for the accusation of her cover-up on the 

Iran sanctions in 5 December 2018 (Wakabayashi & Rappeport, 2018). Then, President 

Trump issued an executive order to block Huawei doing business in the US (D. Lee & 

Staff Writer, 2019), followed by the ban of exports to Huawei with the Bureau of 

Industry and Security (BIS) of the US Department of Commerce adding Huawei and 

its affiliates to the Bureau’s Entity list on 16 May 2019 (U.S. Mission China, 2019). 

Huawei was hurt considerably by such a ban, with Google denying Huawei access to 

Android updates (Badshah & Kuo, 2019). However, Huawei is the global leader in 5G 

technology, setting the industrial standard. It is the sensitivity of ICT industry on the 

national security and Huawei’s advanced 5G technological innovation that leads to the 

vigilance and apprehension of the US government. Therefore, the problems blocking 

Huawei enter the US market still prove that Huawei is worldwide acknowledged as a 

latecomer turning to a global leader on 5G network.  

The failure to enter the US market made Huawei recognize the importance of the 

European market, which was less politicalized and where Huawei already was one of 

the largest providers of network technology in countries like the UK, Germany and 

Spain.   
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5.5 Huawei’s catching-up: GVC analysis on Huawei in the EU 

5.5.1 The EU as a significant destination for business expansion and investment  

Europe, on the contrary, as the first developed market that Huawei entered, has become 

a more significant destination for Huawei’s internationalization.   

• Huawei’s expansion in the EU: seeking new markets through strategic 

partnership  

As we discussed above, Europe was the first developed market that Huawei entered for 

its internationalization strategy through expanding its business of telecommunication 

equipment and ICT solutions. According to Huawei’s official introduction, after 2000, 

an R&D center was established in Stockholm, Sweden. Huawei made its first major 

sales to Germany, the Netherlands, and soon after, to Neuf, the French operator in 2001. 

In 2004, Huawei achieved its first significant contract for rolling out a 3G network in 

Europe, valued more than US $25 million, with Telfort, a Dutch mobile operator. Then 

Huawei was selected as preferred telecom equipment supplier by Vodafone and 

preferred 21 Century Network supplier by British Telecom (BT) in 2005. From then on, 

Huawei knocked on Europe’s gates, becoming a partner to all the top operators in 

Europe at the end of 2007 (Huawei, 2016b). This shows that Huawei opted for strategic 

alliances with local operators to enter the European market. Moreover, the sales of 

Huawei smartphones in Europe have increased dramatically since 2012, when it started 

this business. According to statistics from Huawei (2017), Huawei’s smartphone market 

share in northeastern Europe was over 15% and over 10% in western Europe, and it 

ranked as the second most considered brand in Germany, Finland, Denmark, Spain and 

Italy (Huawei, 2018a), Huawei’s smartphone sale in the European market was badly 

hurt, when it started suffering from the effects of the US political opposition in 2019. 

According to a report from Canalys (Canalys, 2019), Huawei smartphone shipments in 

Europe fell by 16% year to year to 8.5 million units in the second quarter in 2019, 

reducing its market share from 22.4% in the second quarter 2018 to 18.8% in that of 

2019.  

• Huawei’s investment in the EU: seeking for strategic assets through FDI 

Huawei also employed FDI in the EU. In 2004, a joint venture with Siemens was 
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established to develop TD-SCDMA solutions, followed by a joint venture with global 

Marine for end-to-end submarine network solutions and a joint venture with Symantec, 

to develop storage and security appliances in 2007. From then on, Huawei continuously 

sped up investment in Europe. Apart from selling equipment and providing services, 

Huawei also sought cooperation with local companies, as well as establishing R&D 

centers.  

Huawei has continuously sped up investment in Europe since 2008, when the Economic 

Crisis broke out in the EU. In 2010, Huawei established its Cyber Security Evaluation 

Center in the UK. Two new R&D centers were established in Helsinki, Finland and 

Lisbon, Portugal in 2012, and Huawei continuously invested more in the UK. In 2013, 

Huawei joined EU Metis project and joined the massive efforts of the EU’s 5G Public 

and Private Partnership in 2014, with 5G technology R&D centers founded in nine 

countries (Huawei, 2016b; Huawei Europe, 2016). A European Research Institute was 

launched in Leuven, Belgium in 2015. In 2016, another new joint Research and 

Innovation Center was set up with Leica Camera in Wetzlar, Germany (Huawei Europe, 

2016). 

It is clear that the EU is a significant destination for Huawei’s internationalization, 

which shows its distinctive logic of location choice. Huawei does not avoid location 

disadvantage factors such as economic crisis, but seeks for potential opportunity, R&D 

and markets in developed economies, rather than reducing transaction cost and 

exploiting the existing advantage. This is different from Dunning’s eclectic (OLI) 

paradigm that states that multinational enterprises base their investment on the location 

advantage. GVC approach, on the contrary, could explain Huawei’s investment in 

developed countries, by analyzing the ways of its participation in GVC. 

5.5.2 Huawei’s catching-up: GVC analysis on Huawei in the EU  

As we analyzed above, the EU has been playing an important role in Huawei’s process 

of internationalization. When we consider the EU in Huawei’s global value chain, we 

can also see that the EU occupies a significant position. In terms of geographic 

advantages, Europe as the first developed market provided an open opportunity for 

Huawei to enter, full of technology advantages. Huawei has been active in the EU for 

almost 20 years, where they are “farming not fishing”. Huawei has been “really an 
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integrated part of the EU industrial system, political system also”, so “Europe in 

Huawei’s strategy, is what really makes Huawei a global company”, in the words of 

Mr. Mr. Jakub Hera-Adamowicz, the current EU Media Relations and Communication 

manager (personal interview, 9 October 2018). 

The importance of the EU is also revealed by Huawei’s deep involvement in the EU’s 

5G infrastructure development, participating in the EU’s Horizon 2020 program (IoT 

and 5G research) (Huawei, 2018a). Hence, Huawei’s various activities in the EU 

provide us with a scenario to analyze its catching-up path from a perspective of GVC. 

In the GVC, marketing is a high value-added activity. As Mr. Roland Sladek, the then 

Vice President of International Affairs said, “Europe is actually the second biggest, 

probably the second home-market for Huawei after China” (personal interview, 24 

June 2014). Based on a customer-centered principle, Huawei has exploited the 

developed EU market through alliances with local operations. It has been a partner with 

all top operators in the EU. Besides, Huawei’s smartphones are very popular in the EU, 

taking a big market share. As a private enterprise, Huawei “needs to generate profits, 

and this is the economic foundation of the success” (personal interview, 9 October 

2018). Of course, this alliance-based network provides higher possibilities, for Huawei 

to access or participate in developing advanced technology (Y. Zhang & Duysters, 

2010), facilitating Huawei to enjoy the technological spillover.  

Meanwhile, we can also observe that Huawei keeps long-term strategic goals in the EU, 

namely its persistent investment in the EU rather than just exploring the market. R&D 

is a high value-added activity related to technological innovation for a firm to gain 

competitive advantage. From Huawei’s increasing investment in R&D centers, we can 

see that Huawei pays high attention to R&D and innovation. Huawei sees R&D as a 

driving force for growth. Huawei’s R&D budget consistently exceeds 10% of its annual 

revenue, which is very significant in the industry. In 2017, Huawei even increased R&D 

investment to $ 14.8 billion, accounting for 14.9% of the company’s total revenue. It 

also devoted around 45% of its global workforce to research and innovation (Huawei, 

2018a). The EU has become its global R&D base. According to Huawei Europe, over 

10,000 staff were based in Europe in 2016, 1570 of whom were working in 18 R&D 

sites and numerous joint innovation centers (Huawei Europe, 2016). Alliances with 

universities and research institutes helped Huawei acquire human capital, management 
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experience, and efficiently digest frontier technology. This contributed to Huawei’s 

goal of turning into a global enterprise through absorbing the best talents in the industry 

and acknowledging the technology requirements and consumer needs in the EU, where 

is rich of technological experience and offers the most sophisticated market. This was 

confirmed by an interview with Leo Sun, the President of Huawei’s main European 

Office in Brussels (Larcon & Barre, 2014). In Sun’s words, “competencies in system 

architecture… are well developed in Europe and probably the US because of the 

accumulation of experience. But besides acquiring these competences wherever they 

are, we also need to be closer to the market because each market has different specific 

requirements. The European telecom market is probably the most sophisticated; it is at 

the top of the pyramid in terms of both technology requirements and consumer needs. 

So, if we can meet these European requirements, we feel very confident that we can 

succeed on a global basis.” 

Of course, there is always the question why Huawei chose the different locations for 

R&D centers in the EU. From Figure 5.8 below, we can see that Huawei pursued 

technological advantages of different locations. For instance, Huawei’s first R&D 

center was set up in Stockholm, Sweden, which is good at wireless systems and energy. 

After the financial crisis, Huawei built a R&D center in Helsinki, Finland in 2012, well-

known for terminal OS. Huawei set up its R&D attracted by advanced technology. 

However, it is not the only factor. In terms of the location selection, Mr. Sladek 

explained in a personal interview that         

What is really key for Huawei is so-called the ecosystem. So, where we are 

investing, there are also companies, suppliers, customers, universities to 

work together. Innovation is not done alone; innovation is done together 

with other companies. Like Silicon Valley is a good example of ecosystem, 

where there are many companies, working with universities . . . So, we 

invest in ecosystems specialties, it is not random. (Personal interview, 24 

June 2014) 

Hence, Huawei chose to invest in locations with good ecosystem advantages. For 

instance, the reasons for the investments in Stockholm and Helsinki, were that “these 

are capital cities, with a strong academic and scientific community” (interview, 9 

October 2019). In this sense, Huawei is seeking “local resources, which are helpful for 
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its technology creation and development like talents”. (Personal interview, 1 November 

2013 with Mr. Richard Spaans, Manager Communications and Public Affairs with 

Huawei Netherlands). For instance, it makes sense that Stockholm, where is the 

headquarter of then-leading company Ericsson was located, and Helsinki, the 

headquarter of smartphone producer Nokia, are rich of high-talented people and well-

trained engineers. Hence, partnering with leading players drove Huawei’s R&D 

investment, while hiring talented engineers and learning advanced management 

experience enhanced its innovation capabilities. 

Figure 5.8 Huawei’s geographic distribution of R&D centers in the EU 

 

Source: (Huawei Europe, 2016; Huempfner, 2014) 

Therefore, when we observe Huawei’s performance in the EU against the global value 

chain, we can see that Huawei is focusing on R&D, branding and design and marketing 

in the EU, which are high value-added activities (see Figure 5.9). Specifically, it 

conducted marketing for technology to catch up as a latecomer through strategic 

partnership in western and southern Europe; while the investments in R&D innovation 

in western Europe helped it obtain cutting-edge technology to keep its competitive 

advantage as a leader in ICT industry. The technological advantages helped it build its 

own brand, and further expand market control and after sales service to the Eastern 

Europe. For instance, it built technical support in Romania, a logistic center in Hungary, 
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and focused on sales and market in Poland (Drahokoupil, McCaleb, Pawlicki, & 

Szuomar, 2017). This also reveals that Huawei took advantage of the respective 

specializations in Western and Eastern EU. Because Western EU is rich in R&D 

capabilities and staff, while the Eastern EU has high-skilled workers and vast markets. 

Huawei hence unitized the advantages in different locations to take in high value-added 

activities.  

When we review the discussion above in a broader context, we find that Huawei’s 

performance in the EU reveals another way for catching up. For one thing, when we 

look at the automotive industry in the 1970s, we find that the leading firms controlled 

the whole value chain from the R&D to the after sales service. Since the separation of 

production processed in the 1980s due to globalization, the semiconductor industry and 

electronic industry successively rose in the 1980s and 1990s. The leading firms instead 

focused on a part of the value chain such as R&D and design. In the ICT industry, we 

can see that Huawei caught up through controlling the end of the value chain by deeply 

engaging in high value-added activities such as R&D, branding, design and marketing. 

This helped Huawei shortening the catching-up path, and leapfrogging to into the 

position of leader in the ICT industry. 
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Figure 5.9 GVC conceptual framework on Huawei in the EU 

 

Source: Aggarwal (2017), Mudambi (2008), made by the author. 

5.6 The role of Chinese government in Huawei’s catching-up  

Certainly, to analyze the firm’s catching-up, we cannot neglect the domestic context it 

is involved in. Especially as Huawei’s growth coincides with the rise of China. There 

are always concerns on the relations between Huawei and Chinese government, due to 

the military background and the connection with the Chinese government of the founder, 

Mr. Ren Zhengfei*. In this paper, we have no intention to analyze this relationship in 

depth, as a multinational enterprise like Huawei will inevitably have connections with 

 

* Indeed, a great deal of literature analyzes that Guanxi plays an important role in government-business 

relation and in the firm’s success (S. X. Li et al., 2011; Park & Luo, 2001; Xin & Pearce, 1996; Yang & 

Wang, 2011; I. Y. M. Yeung & Tung, 1996). We are aware of it, however, due to the hardness to dig it 

deeply in reality, we do not analyze it in this paper.  
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the Chinese government. As outsiders, we cannot look into the inside of black box of 

the relations, however, we can focus on the government’s institutional influence on 

Huawei’s development. Because on one hand, the institutional context provides the 

space for Huawei’s development and internationalization; on the other hand, an EM 

MNE latecomer firm’s growth is also affected by the country’s catching-up strategy. 

First, the domestic institutions such as the industrial policy and OFDI policy of the 

Chinese government encourage Huawei’s globalization and connection on R&D. Early 

in the beginning of the 21th century, the high-tech and information industries were 

prominently featured in China’s 10th Five-Year Plan (2000-2005) and the 11th Five-Year 

Plan (2006-2010) respectively (Amiri, Campbell, & Ruan, 2013). In this sense, the ICT 

industry has become a pillar industry to accelerate the economic growth. Chinese local 

technology firms were encouraged to go global with overseas investment, conducting 

their research and development in regions endowed with intensive science and 

technology, in order to improve innovation capability and technology through such 

technical exchange and cooperation (NDRC, 2007). In the 12th Five-Year Plan (2011-

2015), overseas investment in technological R&D was further encouraged for leading 

enterprises to create global famous brands (Bernasconi-Osterwalder et al., 2013; NDRC, 

2011). In such institutional circumstances, Huawei as a private enterprise in ICT 

industry, followed the wave of going global, while firmly persisting the strategy of 

growth driven by R&D, which is the beacon for Huawei’s success set by the founder 

Mr. Ren Zhengfei. This accounts for Huawei’s global investment, especially in R&D. 

Secondly, Huawei has benefited from the changes in the national business system of 

China. As we introduced above, latecomer nations also use a catching-up strategy to 

provide the institutional environment for the emerging industries and the facilitating 

EM MNE latecomer firms. The Chinese strategy for catching-up can be seen from the 

changes in the innovation policies. It was the shift from government-guided innovation 

to market-oriented policy of technology and industrial innovation in 2003 (L. Chen & 

Naughton, 2016), from inward FDI-based innovation system to indigenous innovation 

system (M. Tang & Hussler, 2011), which set innovation-driven development as the 

core for China’s economic growth. The indigenous innovation was further confirmed 

in the Medium- and Long-Term Plan for Science and Technology Development (2006–

2020) (MLP) in 2006. The ICT industry was designated as one of key sectors to be 
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promoted in the Made in China 2025 Action Plan (china Daily, 2017; The State Council 

of PRC, 2015a). Huawei insists that it has normal legal relations with the Chinese 

government. Its decisions are based on business needs rather than influenced by 

Chinese government policies (Huawei Europe, 2016). However, it also inevitably 

benefits from the government’s innovation policy. For instance, Huawei’s R&D 

capability on 3G technology was promoted, while the Chinese government restricted 

involvement to R&D support in finance, marketing and export through national science 

and technology (S&T) programs (Fan, 2010a). Meanwhile, Huawei is facilitated by the 

Chinese government’s technological support, such as 5G technology and autonomous 

driving technology (Personal interview, 9 October 2018, Brussels). Therefore, 

Huawei’s globalization profits from the positive industrial and OFDI policy, while the 

national innovation-driven catching-up strategy creates a favorable innovation 

environment and support for the improvement of Huawei’s R&D capability. In this 

sense, Huawei’s growth strategy coincides with the national catching-up strategy.  

5.7 Conclusion  

This paper applies a global value chain approach to analyze Huawei’s investment in the 

EU to explain how Huawei from a latecomer in the information and communication 

technology (ICT) sector became a global leader. We found that the EU played an 

important role in Huawei’s global chain, where Huawei is focusing on marketing and 

R&D activities at the end of value chain. In its activities in the EU, Huawei is seeking 

markets through strategic alliances. Meanwhile, increasing investment in R&D is the 

driving-force behind Huawei’s fast growth. Specifically, different from South Korean 

firms’ catching-up through foreign technological transfers and domestic capital, 

Huawei strives to earn from marketing to support in-house R&D innovation through 

building its own R&D networks in the EU via FDI. Moreover, Huawei’s developing 

path in the EU shows that its internationalization strategy is based on alliances to obtain 

markets and getting access to advanced technology, and investing in R&D to absorb 

talented human capital and management experience for innovation, through which it 

gains technological and branding competitive advantages. Controlling the GVC helped 

Huawei develop rapidly from a latecomer into a global leader.  

Combined with a perspective of windows of opportunity, Huawei’s expansion and 

increasing investment took advantage of the “demand window”, when Huawei could 
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cooperate with local operations via alliances to enter the European market. It also took 

advantage of the “institutional window”, which reveal the different attitudes towards 

Huawei from the EU and the US. Huawei has been blocked by the US government due 

to national security concerns, while it has been treated friendly in the EU. Even though 

the EU planned to build a framework for screening of FDI (European Commission, 

2017), Huawei has enjoyed this institutional window to establish R&D centers in the 

EU. Both these opportunities enabled Huawei to open the high value-added European 

market. 

Huawei’s growth is separated from the influence from the Chinese government. The 

government’s positive industrial and OFDI policies facilitated Huawei’s overseas 

investment, especially in R&D part and to the EU. In addition, Huawei benefited from 

the national innovation-driven development strategy, which offered innovation support 

in various ways for Huawei’s R&D. 

To summarize, Huawei’s performance in the EU reveals a new trajectory for an EM 

MNE latecomer firm to become a global leader. The positive domestic institutional 

system provided the force to go global, while the national innovation-driven catching-

up strategy offered support for innovation for Huawei. In addition, its R&D- focused 

and customer-centered internationalization strategy helped Huawei gain, expand and 

exploit a foothold in the EU through marketing and R&D activities. This positioning in 

high added-value parts in the global value chain enabled Huawei from a latecomer EM 

MNE to leapfrog into a becoming a global leader.  
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6 Chapter 6. The implications of Chinese OFDI in the EU: 

China’s shifting accumulation strategy  

The previous chapters in this study introduced an overview of Chinese OFDI in the EU 

and provided an analysis focusing on Chinese firms in different industries invested in 

the EU, to investigate their motivations and strategies. However, a more in-depth look 

at the findings shows a new feature of Chinese development: the increase of capital 

exports, along with the rise of China in a globalizing world. Hence, it becomes 

imperative to find the implication of increased Chinese OFDI in the EU by applying a 

historical perspective. This means it is necessary to investigate the changes in China’s 

growth path, to understand Chinese OFDI in the EU as part of a long-term development 

strategy, and the rise of China in the context of globalization. In this sense, two 

implications will be introduced: the aspect of China’s growth strategy and the aspect of 

how globalization has transformed the international landscape. 

6.1 China’s growth strategy: shifting from export-led to investment-led 

Since 1978, the Chinese GDP has grown at an average rate of 12%, making it a 

successful emerging economy (seen from Figure 6.1). This strong and continued growth 

means that its path or model has been widely studied. 
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Figure 6.1 China's GDP growth scale and its GDP annual growth rate (1978-

2017) 

 

Source: Databank (The World Bank, 2019).  

Neo-classical economists ascribed this rapid economic growth to the market-oriented 

structure of the economy (The World Bank, 1993), or as a result of the shared 

characteristics of the East Asian developmental state model (Baek, 2005; Knight, 2014), 

or have concluded that they are the result of the model of state-permeated market 

economies in the perspective of varieties of capitalism (Nölke & Claar, 2013; Rucki, 

2011). These studies focused on export-led growth or the role of the state. However, 

with the dynamic global political economy, Chinese ODFI increases have become a 

new feature of China’s economic growth. The analysis of Chinese ODFI to the EU 

reflects one part of China’s growth strategy; in this chapter, the growth strategy will be 

interpreted from the perspective of state accumulation. 

6.1.1 The perspective of state’s accumulation strategy  

The concept of accumulation strategy was first used to describe the massive growth of 

the capitalist state, and later was more specifically applied to explain the economic 

growth “miracles” in East Asia. This perspective not only looks into the growth model 

of an economy, but also reflects on the political and social conditions within a state. 

Meanwhile, it also considers capital as a global element in globalization. It is a 
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relatively comprehensive concept, as it looks at the state’s growth model by combing a 

domestic political economy view with the effects of globalization.  

Specifically, Bob Jessop (1990) developed the theory of accumulation strategy when 

discussing the characteristics of capitalist states. An accumulation strategy defines “a 

specific economic growth model complete with its various extra-economic 

preconditions and also outlines a general strategy appropriate to its realization” (p.198-

199). Jessop further explains that a successful national accumulation strategy must be 

compatible with the global pattern of capital accumulation that dominates a particular 

historical period. That means a state accumulation strategy is the growth mode of 

accumulating capital, which not only “includes the national economic issue but also 

extends to political and ideological matters beyond the circuit of capital”(Jessop, 1990, 

p. 201). Meanwhile, such a strategy has to insert to the globalization where is in line 

with the dominate captial accumulation trend, in order to “secure the accumulation on 

a world scale” (Jessop, 1990, p. 201). In addition, Jessop gives the best-known 

examples of accumulation strategies at the national level, which are the “import 

substituion’ and “export substituion” growth models and “export promotion” model,  

based on the experiences from the developing countries. Jonsson (1993) further 

generalizes two kinds of accumulation strategies based on the experience of developed 

capitalist states in the post-war period. They are the neo-corporatist strategy, which 

entails coordination of industrial productivity increases and wage development, e.g. the 

“Modell Deutchsland” strategy, and the neo-liberal strategies, particularly for Western 

economies in the 1980s, such as the policies adopted by the Thacher government. 

Specifically, the neo-liberal strategy is financial, based on privatization, deregulation, 

and a weak sponsoring of a market-generated industry while promoting increased 

inward and outward multinational investment (p.72).  

Indeed, such strategies were developed along with the global captial circuirt pattern in 

different historical periods, which on the international level in a broader view are 

concluded as Robert Cox’s so-called different world orders: Pax Britannica, Pax 

Americana, Pax trilaeralis, and Sustianable growth (Jonsson, 1993). Thus, in this sense, 

the perspective of state accumulation strategy is a comprehenive statategy, linking the 

national growth model with the globalization.  

Such strategies describe the different accumulation strategies that capitalist states 
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adopted. Nevertheless, classification is complicated because it is based on the 

experiences of different capitalist states. In this study, we distinguish two broad groups 

of capitalist accumulation strategies, namely the Ricardian and Kaldorian strategies.  

Raised by Schwartz (2009), Ricardian and Kaldorian strategies are two accumulation 

strategies States use in response to world market pressure. These strategies require the 

State use different institutional frameworks to generate economic growth through 

adjusting the relation between production, export and investment. 

Specifically, Ricardian strategies “typically use agricultural or other primary product 

exports to drive economic development, but they can also be based on low-value 

industrial activities, like garment assembly and export. These strategies try to maximize 

the economic gains from the efficient allocation of the various factors of production 

present in the society in question, and so are necessarily export-oriented” (p.59). In a 

word, this strategy means that the State exploits given comparative advantages (relative 

abundance of particular “production factors” such as land, minerals, resources, 

technology, capital, labor or geo-economic location advantages) to participant in 

manufacturing activities and exports on the global market. These models are all 

oriented towards rent as the main form of income, and to exports, with relatively little 

investment and little concern for the domestic markets, which are at risk of being 

peripheralized.  

In contrast, a Kaldorian strategy “relies on a set of interrelated phenomena like 

increasing returns to scale, learning by doing, imperfect competition, and economies of 

speed to generate growth” (p.60). In other words, this strategy is based on competitive 

conditions created by the States to take advantage of the Verdoorn effects, which entails 

that “the more a firm produces of any one good, the more experience it gets and the 

more efficient it becomes at producing not only that good but other similar goods” 

(p.60). Hence, Kaldorian strategies are investment-driven, and likely to be paired with 

manufacturing. As a result, such strategies are usually geared more towards developing 

the domestic market as well as increasing exports (e.g. to profit more from the 

economies of scale). In this case, import-substitution is an early, crude and simplistic 

form of a Kaldorian strategy which is subject to inherent limitations, and which 

automatically developed into a model of export-substitution. The Brazil in the 1970s-

1980s is a prime example of this strategy in use. In addition, in the process from import-
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substitution shifting to export-substitution, the state could be benefit from the learning 

curve caused by the Verdoorn effects to mitigate the tendencies of being peripheralized, 

and further to catch up. 

These two growth strategies provide another path for States to deal with the global 

market pressures by creating the corresponding institutional frameworks on production, 

export and investment. Indeed, export is important for both strategies. However, it is 

not primarily or the only source of income in Kaldorian strategies whereas it is for 

Ricardian ones, although it could propel the catch-up process.  

While this perspective is described as characteristic of capitalist States, it is also used 

to explain the economic achievements of emerging States in Asia (e.g. China, Singapore 

and South Korea) which are renowned by their special and specific economic “growth 

models”. Chibber (2003) concludes South Korea benefited from the accumulation 

strategy of export-led industrialization while India became a failed developmental state 

is because of its import-substituting industrialization strategy in the post-war period. 

Just like with a Kaldorian strategy, an industrialization strategy that ignores 

comparative disadvantages, is emphasized to explain the economic success of the East 

Asian states in the 1980s (Schwartz, 2000). However, Overbeek (2012) identifies the 

strategy leading to great achievements from the East Asian states in Cox’s terms - neo-

mercantilist developmentalist strategy - when discussing the activities of their 

sovereign wealth funds. In this strategy States first “seek[s] to gain control over the 

instruments necessary to shape the national economy”, which is neomercantilism ; and 

then “use these instruments to achieve continuous growth and structural change”, which 

is developmentalism (Cox, 1987, p. 231). China is the typical example of a State using 

this accumulation strategy, as it heavily supported export-led growth while making 

inroads in captial investment aborad (Overbeek, 2012).   

In short, the perspective of state accumulation strategies studies a State’s growth model 

by analyzing its institutional adjustments, ajustments in policies on proudction, export 

and investment, as a response to the presures of the golobalized market. This pespective 

reveals the reaction of the State towards the globalization, as well as considers the 

relocation and reorganization of the global production and global capital influened by 

the state’s institutions. Hence, this perspective provides the analyisis of interactions 

between the factors on the national level and global level.  
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The existing studies employ such perspective to generalize the growth models of 

emerging economies in Eastern Asia and China alike. However, in the wake of dynamic 

globalization, China’s increasing overseas investment turns to be a new feature, while 

it also reflects larger changes in the global political economy, as China has become the 

second largest economy worldwide. Hence, this perspective also provides an approach 

for us to look back at China’s growth model since 1978 when China started the “Reform 

and Open” Policy. Specifically, we analyze China’s accumulation strategies by looking 

into the policy shift on export and investment in two periods, 1978 to 2001, and 2002- 

today. These two periods are separated by the year 2001 when China joined the WTO. 

6.1.2 China’s accumlation strategy 1978-2001: export and inward- investment 

driven   

China’s economic take-off started with the “Reform and Open’’Policy in 1978. Since 

then, China has experienced different development stages by adoping distinct economic 

policies to cope with the dynamics of globalization. The country’s productive forces 

were unleashed with the agricultural reform policies, while the Chinese government 

further loosened control of the national industrial system. Various enterprises such as 

township and village enteprises (TVEs) and private enterprises were encouraged to start 

up and operate based on free market principles rather than under the central plan. In 

addition, seveal “Special enterprise Zones” (SEZ) in coastal regions were designated to 

experiment with free-market reforms including tax-cuts and trade incentives, to attract 

foreign investment. After Deng Xiaoping’s 1992 South Tour, the Chinese government 

further encouraged a reduction in trade barriers and established strategies to attract 

inward foreign investment.  

Meanwhile, another important component is the global economic environment that 

China was embeded in. The country’s reform and opening up coincided with the 

recession that hit developed economies between 1970 and 1982 , and in the 1990s China 

benefited from Japanese production plants relocating due to cheap-labor advantage, as 

well as the flood of inward foreign investment from Hong Kong, Taiwan, Japan and 

economies in the West. This further incentivized the increase of exports, which allowed 

China to accumulate the trade surplus and increase its foreign currency reserves.  

Indeed, economists have discussed how determinants such as domestic demand in 
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investment and consumption, foreign trade and foreign investment contribute to 

Chinese economic development, and have found that domestic demand does not 

conflict with the foreign trade when it comes to China’ economic growth; furthermore, 

increase in exports has led to an increase in GDP (Lin & Li, 2003), Meanwhile, 

economists also have found that inward FDI also promoted exports (K. H. Zhang & 

Song, 2001), while exports, FDI and economic development reinforced one another 

under the open-door policy (Xiaohui Liu, Burridge, & Sinclair, 2002). Yet, this chapter 

focuses on how these factors contributed to China’s growth, rather than looking at the 

details of their interaction.  

Figures 6.2, 6.3 and 6.4 show China’s trade and foreign direct investment in the period 

1978-2001. In Figure 6.2 it can be seen that trade highly contributed to Chinese GDP 

with a fluctuating upward trend in the period 1978-2001. While trade accounted for 10% 

of Chinese GDP in 1978, its contribution jumped to almost 40% in 2001. Moreover, 

FDI accounted for a small part of Chinese GDP: Inward foreign direct investment flows 

contributed more than 3% of China’s GDP from 1992 to 2001, and accounted for much 

higher proportion than outward FDI flows in this period.  

As Figure 6.3 shows, exports grew quickly, with the proportion of net export in China’s 

GDP increasing, particularly between 1994 and 2001. According to The World Bank 

(2019) statistics, exports rose 40-fold, to US$272.01 billion in 2001 from US$ 6.8 

billion in 1978, while FDI inflows increased over 100 times, from US$0.43 billion in 

1982 to US$47.1 billion in 2001. These are important forces contributing to the fast 

growth of GDP. Meanwhile, the net inward FDI flows increased dramatically from 1991 

to 2001, as shown in Figure 6.4. This reveals that the domestic market played a key role 

in driving economic growth, and that inward FDI and exports are two main driving 

forces.  
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Figure 6.2 The proportations of China's IFDI, OFDI, and trade in GDP (1978-

2001). 

 

Source: Databank (The World Bank, 2019) 

Figure 6.3 The proportations of China’s trade, import, export and net export in 

GDP (1978-2001). 

 

Source: Databank (The World Bank, 2019) 
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Figure 6.4 China's inflows and outflows of FDI (1978-2001) 

 

Source: Databank (The World Bank, 2019) 

Specifically, China experienced extensive growth and economic development based on 

exploiting low-skilled cheap labor in low-tech and export-oriented industries, mainly 

in manufacturing, which led to the formation of the modern industrial working class. 

Meanwhile, the Chinese government exploited inward foreign direct investment to 

develop a modern industry, investing in infrastructure and strategic sectors. For instance, 

large-scale foreign capital was involved in the form of joint ventures between Chinese 

state-owned enterprises and transitional corporations. The former sought advanced 

technologies, modern plant and machinery and management skill, while the latter 

pursued cheaper labor to reduce production cost and enter the Chinese market, as can 

clearly be seen from the Chinese automotive industry. Such skilled and cheap labor 

forces further became the comparative advantage for China to promote export.  

Combined with domestic growth policies and the global context, in this period, China’s 

economy was driven by export and inward foreign investment. From the perspective of 

an accumulation strategy, it seems China adopted a Ricardian strategy by taking 

advantage of the supply of cheap labor as its comparative advantage for export on the 

global market. 
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6.1.3 China’s accumulation strategy 2002-present: Export and outward 

investment-driven  

In the 21st century, China has experienced another development stage with an average 

GDP growth rate of 11% in the period 2001 to 2018. In 2010, China overtook Japan as 

the world’s second largest economy, just behind the US (David Barboza, 2010);  in 

2009 China had already become the largest exporter (The Associated Press, 2010); in 

2015 China became a net capital exporter (Xinhua, 2015). This shows that, with the 

changes in the global landscape, China’s economy moved another track compared to 

the previous stages.  

Figure 6.5 shows that trade has played a significant role in GDP growth especially since 

China joined the WTO, but it gradually contributed less to China’s GDP since the 2008-

2009 financial crisis. Between 2002 and 2009, trade contributed more than 50% of 

China’s GDP, while in 2006 64.5% of GDP came from trade. It is also obvious that 

there was a sudden drop in 2009 as a result of the financial crisis, and since then the 

proportion of trade in China’s GDP has decreased gradually, and is down to 38% of 

GDP in 2018. Although foreign direct investment still accounted for a low proportion 

of GDP, there is a new development there: Inward FDI flows dropped dramatically as 

part of China’s GDP, while outward FDI flow contributions to China’s GDP increased 

after 2008 and overtook inward FDI flows in 2016.  

Export has been a key driving force since 2001. As Figure 6.6 shows, exports rose from 

20.3% in 2001, to 36.0% of GDP in 2006 (The World Bank, 2019) with an export 

surplus emerging after 2004; in 2007 net exports contributed 8.7% of Chinese GDP (A. 

Zhu & Kotz, 2011). By 2009, China had surpassed Germany to become the world’s 

largest exporter. However, it also can be seen that this new trend gradually slowed down, 

to about 2 % of China’s GDP after 2009.  
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Figure 6.5 The proportations of China's IFDI, OFDI, trade and Gross domestic 

savings in GDP (2002-2018) 

 

Source: Databank (The World Bank, 2019) 

Figure 6.6 The proportations of China's trade, import, export and net export in 

GDP (2002-2018). 

 

Source: Databank (The World Bank, 2019) 
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Such export-led growth (underpinned by the government’s fixed exchange rate policy 

– keeping the yuan pegged to the US dollar) brought a great amount of foreign exchange 

reserves since 1994 (seen from Figure 6.7) and kept increasing until 2014, with US 

$3.8 trillion, but decreased in the four years that followed. 

Figure 6.7 Scale of China's foreign exchange reserves (1978-2018) 

 

Source: SAFE (2019) 

Figure 6.8 China's inflows and outflows of FDI (2002-2018). 

 

Source: Databank (The World Bank, 2019) 
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Meanwhile, net outward FDI flows increased dramatically between 2007 and 2016, 

surpassing net inward FDI flows in 2016, and then decreased from 2017 to 2018 (see 

Figure 6.8). Hence, while gross domestic saving remained a high proportion (around 

50% of GDP), the net export contribution to GDP became lower, while outward FDI 

flows increased quickly. This shows that China’s growth has changed from exporting 

goods and services to exporting capital. The changes revealed the structural adjustment 

of the driving forces behind China’s economic growth, and that the transformation of 

the global landscape also contributed to the changes.  

This can be seen from the adjustment of China’s economic policies to cope with the 

changes in the global political economy. For instance, the Chinese government decided 

to move up the production chain to develop an assembly manufacturing industry in 

1998 (Kay, 2007), just when the East Asian Tigers were severely hit by the 1997-1998 

Asian financial crisis. China grasped the chance presented by the relocation of the Asian 

manufacturing industry, and Western investment found China as its new destination. 

This is why, China made great efforts to join the WTO in 2001 with the ambition to 

produce for the international market. In 2002, Chinese enterprises were encouraged to 

expand outside of China, through the “Going Global Policy”, which revealed the 

Chinese government’s ambitions to exploit the international market and international 

capital to stimulate economic growth. China thus became the workshop for the world 

with a large scale of labor-intense manufacturing and export. Meanwhile, Chinese 

corporations started becoming international players, seeking resources, technology and 

know-how, as well market access, with cheap labor as a competitive advantage. This 

obvious export-led growth changed when global trade was hit by the 2008-2009 

financial crisis. Then, the Chinese economic growth became more intensive, with 

increased domestic consumption, higher labor wages, and technological upgrading.  

Previous chapters reveal the shift of China’s growth strategy. Chapter 2 shows how the 

US and the EU suffered from the 2008-2009 global financial crisis when the Chinese 

government started to liberalize the financial markets and encouraged Chinese 

enterprises to undertake overseas investment, which led to the rapid growth of OFDI. 

This illustrated that the adjusted policies were a Chinese response to the changes 

brought about by globalization, and also presented a chance for Chinese enterprises to 

obtain strategic assets including advanced technology, global brands and skilled 
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management experience, and a market in developed economies. This is clearly shown 

in Chapters 3 to 5 of this dissertation. The Chinese government’s encouragement policy 

on technological upgrading and innovation, such as Made in China 2025 (The State 

Council of PRC, 2015a), the National Science and Technology Innovation Plan in the 

Thirteenth- Five-Year Plan (The State Council of PRC, 2016) and the State Council's 

opinion on promoting the high-quality development of innovation and entrepreneurship, 

and creating an upgraded version of double innovation (PRC, 2018), allowed China to 

focus on developing technology-driven manufacturing growth.  

This also shows the State’s demand to reduce financial risks. For instance, 

approximately two-thirds of Chinese foreign exchange reserves in 2014 were held in 

US dollars, the rest in other currencies and in gold. Most US dollar reserves were 

invested in US Treasury bonds, which put China at risk for depreciation of the US dollar 

and led to inflationary pressures on its domestic economy. Therefore, the analysis of 

Chinese OFDI in the EU introduced in this dissertation provides a small piece of the 

puzzle that illustrates the changes of Chinese growth path in the context of 

transformation of the global panorama.  

Also, in 2013 China introduced the “One Belt One Road” initiative which aims to 

connect China and Asia, Africa and Europe through a platform for cooperation, 

especially on investment and trade (The State Council of PRC, 2015b). Meanwhile, the 

Asian Infrastructure Investment Bank (AIIB) was established in 2016. This multilateral 

development bank aims to invest in sustainable infrastructure and other productive 

sectors (AIIB, 2018). All of these facts demonstrate that China is engaging with the 

world not only through exporting goods and services, but also through investing capital, 

which shows a more ambitious international strategy.  

China’s growth was driven by exports, together with outward foreign direct investment, 

which turned into more intensive growth driven by technological upgrading, and the 

development of a domestic market under a more ambitious international strategy in the 

context of transformation of globalization. This shows that China follows a Kaldorian 

strategy, which exploits intense-labor manufacturing as a competitive advantage to 

export, but later, with the increase in accumulated capital, China turns towards 

technology-intensive growth rather than only relying on export-led development.  
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6.1.4 Accumulation strategies shift  

All in all, when looking at China’s growth path, it can be seen that the country has taken 

two different accumulation strategies in the past 40 years. From 1978 to 2001, China’s 

economic development benefited from large inward foreign direct investment, and 

export based on cheap labor. This is a Ricardian strategy of exploiting cheap labor as a 

comparative advantage to expand the export business. By joining the WTO, China 

further expanded its competitive advantage of large scale and intensive cheap labor 

manufacturing, and developed a heavy export-led growth until the breakout of the 

2008-2009 global financial crisis. Then with the large amount of foreign exchange 

accumulation as the world’s workshop, China turned to increasingly exporting capital 

rather than only goods and services, to obtain technology upgrading and reducing the 

risk of reliance on the US Dollar. Then, China’s accumulation strategy shifted towards 

a Kaldorian one, driven by investment and the development of manufacturing, as well 

as exports. But if we look through the whole growth path of China from 1978 to 2018, 

we can also see that China followed a Kaldorian strategy, and that it is only the initial 

supply of cheap labor that gives it a Ricardian flavor. The 2008-2009 global financial 

crisis became the trigger for China to make its Kaldorian strategy clearer. Therefore, it 

is also necessary to look into China’s growth as part of a bigger shift, that of the 

transformation of the global political economy.  

6.2 The implications of the transformation of the global political economy   

As discussed above, with the outbreak of the 2008-2009 global financial crisis, China’s 

accumulation strategy shifted from export and inward FDI-led growth to export and 

outward FDI-driven growth, basically following a Kaldorian strategy. The previous 

chapters have presented Chinese firms’ OFDI in the EU as part of the performance of 

such a shift. However, this change is also linked with the transformation of the global 

political economy, which has changed the way enterprises compete on the global level, 

and further has revealed that China’s growth is different from newly industrialized 

economies in the East Asia or advanced economies elsewhere.  

Firstly, China’s economic growth shows different features. China’s economic growth 

shares similarities with its East Asian neighbors such as Japan and South Korea, and 

other biggest exporters like Germany, as it followed an export-led growth path. 
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However, unlike the others, China exploited foreign direct investment to stimulate an 

economic boost, shifting from taking advantage of IFDI to doing so for OFDI after the 

2008-2009 financial crisis.  

Specifically, China’s economic growth shares some similarities with the “East Asian 

development model”, including “the state control over finance, government directly 

support for state owned enterprises, import substitution industrialization in heavy 

industry, a high dependence on export markets and a high rate of domestic savings” 

(Baek, 2005, p. 485). As Figure 6.9 shows, exports account for a high proportion of 

GDP in South Korea, Germany and China. Korea’s economic development highly 

depends on exports of goods and services; in 2012 exports even contributed 56% of 

GDP. Meanwhile, Germany’s export keeps increasing as a proportion of its GDP, from 

a bit over 20% in 1982 to 46.9% in 2018. Exports played a significant role from 1978 

to 2006 with an increasing proportion of GDP in China, but decreased in the 12 years 

that followed.  

Although exports contribute over 10% of GDP in Japan and the US, it cannot be said 

that the US is export-driven. Research into the proportion of the net export (trade 

balance) as part of the GDP shows that the higher trade balance contributes to GDP, the 

more export-led growth it is. As Figure 6.10 shows, the US keeps a trade deficit. 

However, the trade balance of the other four economies went down sharply in 2008 and 

2009. After that point, unlike South Korea and Germany, which kept around 6% of net 

exports as a percentage of GDP, Japan experienced a four-year trade deficit while 

Chinese net exports as a percentage of GDP decreased over a decade, going down to 

0.78% of GDP in 2018. This reveals the different policies on export and FDI as a 

response to the 2008-2009 financial crisis of these four countries. 

 

 

 

 

 



Chapter 6 The implications of Chinese OFDI in the EU 

 155 

Figure 6.9 The proportations of “exports of goods and services” in GDP of China, 

Japan, South Korea, Germany and the United States  (1978-2018). 

 

Source: Databank (The World Bank, 2019) 

Figure 6.10 The proportation of “the trade balance on goods and services” in GDP 

of China, Japan, South Korea and Germany and the US (1978-2018). 

 

Source: Databank (The World Bank, 2019) 
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As Figure 6.11 shows, the US had the largest amount of FDI outflows until 2018, while 

South Korea’s FDI outflows were kept rather small. Starting in the 1990s, Japan, 

Germany and China increased outbound investment, while Chinese net FDI outflows 

increased dramatically from 2009, and surpassed those of Japan and Germany in 2014. 

This shows the China enhanced its overseas investment strategy after the 2008-2009 

financial crisis, the second stage of China’s accumulation strategy. 

Figure 6.11 FDI net outflows of China, Germany, Japan, South Korea and the US 

(1978-2018) 

 

Source: Databank (The World Bank, 2019) 

Meanwhile, another difference between the countries can be seen on inward FDI policy. 

The US attracted large amounts of inward FDI, while South Korea has the smallest FDI 

inflows. As Figure 6.12 shows, the amount of Chinese inward FDI was far larger than 

that of Japan and Korea in 1992, and surpassed that of Germany from 2004.  

 

 

 

 

(BoP, current US$) 
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Figure 6.12 FDI net inflows of China, Germany, Japan, South Korea and the US 

(1978-2018) 

 

Source: Databank (The World Bank, 2019) 

This comparison shows that, unlike the US, which suffered from a trade deficit due to 

an economy driven by a large amount of FDI and domestic consumption, China shared 

similarities with its East Asian neighbors such as South Korea and Japan, as well as 

Germany, for instance, where exports are seen as a driving force for economic growth. 

However, unlike China, South Korea heavily depends on the exports of goods and 

services; Japan is also active on OFDI, while Germany’s FDI (inflows and outflows) 

fluctuates. China, instead, keeps an export-led growth and has adopted flexible FDI 

policies. China has been benefitting from inward FDI to stimulate economic 

development, and after the financial crisis, it turned to export capital in response to a 

reduction in its exports. In the meantime, Chinese firms improved competitive 

capabilities through OFDI in advanced economies. The examples presented in this 

dissertation are cases in point.  

Secondly, Chinese firms’ OFDI in the EU show the changes in global capital 

accumulation, and large capital flows from an emerging economy to advanced 

economies. Chinese enterprises are latecomer firms, so they take a different path to 

catch up compared to Japanese and South Korean firms. This is not only a reflection 

(BoP, current US$) 
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but also a response to the new stage of the global accumulation (globalization), which 

resulted from advanced capital’s response to the crisis of the 1970s (relocation of low-

wage production, development of communication and transport technologies, making 

the fragmentation of the value chain possible in the first place). Until the 1980s, a lead 

firm needed to control the overall value chain, in other words their production network, 

to keep a competitive advantage. Nowadays, with the refinement of international 

division of labor and fast technological innovation, a lead firm focusing on high value-

added activities can completely outsource the low value-added activities 

(manufacturing). Against such a changing background, Chinese firms took a different 

path to catch up to their Asian neighbors.  

Specifically, Japanese firms rose through export and setting overseas plants by outward 

FDI to avoid trade barriers, which allowed them to keep the competitive advantages 

with high innovation capabilities in the 1980s and 1990s (C. Freeman, 1987). Korean 

firms instead employed capital earned from export to invest in R&D and innovation in 

some key industries rather exploiting inward FDI (Fan, 2011). The firms in these two 

countries were mainly led by local innovation supported by manufacturing and overseas 

marketing; the opposite held for Chinese firms. In the 1980s-1990s Chinese firms 

started to rise by exploiting inward FDI and exports to learn advanced technologies, 

while in the 21st century, Chinese firms began to integrate global resources first through 

exports and later through foreign direct investment like the acquisition of strategic 

assets or conducting greenfield investments. Chinese leading firms cannot depend on 

exports to keep the competitive advantages, instead, they grasped the chances brought 

by globalization, jumping to the end of the global value chain to engage in R&D and 

marketing activities, rather than manufacturing. These firms followed the path the 

Japanese and Korean firms took, but later leapfrogged the stage through FDI. This 

change reveals the transformation of globalization change the means of competition on 

the global level in the new era, and firms have to cope with transformation through 

exploiting the latecomers’ advantages to make catching up a reality.  

6.3 Brief Conclusion  

In this chapter, Chinese OFDI in the EU are seen embedded in the broader picture, both 

in China’s historical economic development path after the “Open and Reform” Policy 

in 1978 and in the transformation of globalization.  
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It can be said that China in general follows a Kaldorian strategy, only initially the supply 

of cheap labor gives it a Ricardian flavor. Specifically, from 1978 to 2001, China’s 

economic development benefited from large inward foreign direct investment and 

export based on cheap labor. This is in line with the Ricardian strategy of exploiting the 

cheap labor as a comparative advantage to expand an export business. With joining the 

WTO, China further expanded its competitive advantage of large scale, intensive cheap-

labor manufacturing, developed a heavy export-led growth until the breakout of the 

2008-2009 global financial crisis. Then with the large amount of foreign exchange 

accumulation as the world’s workshop, China turned to increasingly exporting capital 

rather than only goods and services, to obtain technology upgrading and reducing the 

risk of reliance on the US dollars. In this case, China’s accumulation strategy shifted 

towards Kaldorian, which is investment-driven and encourages developing 

manufacturing as well as export.  

Moreover, China’s accumulation strategy showcases the transformation of the global 

political economy. For one thing, it shows China’s different growth path compared with 

its East Asian neighbors such as Japan and South Korea, and other large exporters like 

Germany and the US. China followed an export-led growth path like Korea and 

Germany, however, it also exploited foreign direct investment to boost the economy, 

shifting from taking advantage of IFDI to OFDI after the 2008-2009 financial crisis. 

Also, Chinese enterprises as latecomer firms have taken a different path to catch up 

compared to early Japanese firms and South Korean firms, which is both a reflection of 

and response to the new stage of the globalization. Leading companies no longer had 

to control the entire production chain in the 1980s and 1990s, instead, they only needed 

to focus on a part of the value chain such as R&D and design or marketing, which 

allowed latecomers to catch up through leapfrogging.  

The findings above are the results of further exploration for Chinese OFDI in the EU. 

They could help us to understand Chinese firms’ behaviors in the EU in the context of 

the long-term development strategy of the Chinese State and the changes that are part 

of globalization. It could help deepen the understanding of Chinese OFDI in the EU as 

the performance of a transition in the national strategy as well as the shift of an era. 

This provides another perspective of the rise of China that complements the observation 

and analysis in this dissertation.  
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7 Chapter 7. General analysis and Conclusion  

In the wake of the dynamic globalization, the enterprises in the emerging economy are 

rising as a significant role playing in both the global and the home-countries’ markets. 

Besides exportation, foreign direct investment becomes another approach for these 

enterprises to enter the international market and pursue the strategic-assets, especially 

in the context of global financial crisis (2008-09). The behaviors of the enterprises not 

only reveal the firms’ own strategies, but also institutionally relate to their home-

country even the home-countries’ strategies. Meanwhile, it brings the impacts both on 

the global markets and the economy of host-countries’. Hence, here the complexity of 

global political economy appears, which is more than a pure international business issue. 

Chinese enterprises are such representatives that invest increasingly in the EU, 

especially during the global (2008-09) financial crisis and further Eurozone crisis 

(2010-2012). This study investigates the motivations and strategies of three Chinese 

enterprises conducting FDI in the EU by an analytical approach integrating different 

theoretical perspectives on individual-level, firm-level nation-level and global-level. It 

provides an explanation of the Chinese enterprises’ FDI behaviors in the complexity of 

global political economy, including the interplays of various actors, such as the 

enterprises, the nation states, as well as the individuals. In addition, the analysis of the 

implication of Chinese OFDI in the EU offers a broader way to shift the focus from the 

firms to the nation’s strategies and transformation of globalization, forming a relatively 

comprehensive analysis. Hence, the analysis of pervious chapters contributes to 

opening the box of nation states through the case studies, as well as taking the 

contingency of the globalization in to account.  

Here, the research question below was revisited to guide the study: 

How and why do Chinese investors invest increasingly in the EU since 2002？ 

To answer this research question, in this study, Chapter 2 sought to describe the status 

quo of Chinese investment in the EU. It provides an overview of Chinese investment 

in the EU by examining the changes of Chinese M&A in the periods of pre- (2002-2008) 

and post-financial crisis (2009-2016). In this chapter, we find our significant pattern 

changes and intent to give the explanation from the perspective of pull and push factors.  
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To further understand the general findings in Chapter 2 as to why Chinese investors 

undertook increasingly investment in the EU, we selected three Chinese enterprises 

(SOEs and Private firms) invested in different industrial sectors as case studies to 

explore their motivations, strategies, as well as other determined factors, namely home 

government, accumulation strategy and global economy dynamics. It can be seen from 

Chapter 3 (COSCO’s investment in Piraeus port), Chapter 4 (Geely’s acquisition of 

Volvo) and Chapter 5 (Huawei’s investment in the EU).  

The four chapters above gave a brief picture of Chinese investment in the EU separately, 

but the rationale behind is only revealed when we integrate the case studies together in 

analysis. Such analysis can be seen in the general discussion part of this chapter. 

Afterwards, we will introduce the brief conclusion of this research, which includes the 

main finds, the limitation and the main contribution of this dissertation; and finally 

come the suggestions for further research avenue. 

7.1 General discussion on the case studies  

7.1.1 Levels of analysis  

In the research design (See Chapter 1), we introduced the levels of analysis approach 

as a fruitful way to analyze Chinese firms’ investment in the EU. In each of our three 

case studies, we explored the firms’ FDI behavior, and the roles of other relevant actors 

such as key individuals, home-country government, the counterpart firms and the host-

country government. Because this allows us to investigate the various interactions and 

interplay among the actors from the domestic to the international range. Meanwhile, it 

also provides the channel to apply different theoretical approaches specialized on 

distinct levels to analyze the complex interactions among the actors and then integrate 

the analysis from a comprehensive perspective later. As we presented in the previous 

chapters above, the case studies have represented Chinese firms with different 

ownership structures (state-owned, employee-owned or private) in different industrial 

sectors (shipping industry, automotive industry and information communication 

technology industry) investing in the EU respectively.  

In the following part, we will illustrate the integrated analysis of the case studies 

through the levels of analysis as we showed in Table 7.1.   
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Generally, we could see that the different levels of analysis in the three case studies take 

the Chinese perspective as focus, which involves the main actors – the Chinese firms, 

and the relevant actors like the key individuals, the home-country (Chinese) 

government. Thus, when we put the three case studies together, we could discuss this 

level of analysis based on the clarification of actors vertically and horizontally.  

Table 7.1 The level-nexus of the three case studies. 

 COSCO Geely Huawei Comparison  Level-

nexus 

Individual 

level  

   
  

Firm level    
 

National level 

(home-country 

government) 

   
 

Global level 

(global 

markets) 

   
 

Source: Made by the author. 

As we have analyzed in the previous case studies (Chapter 3, Chapter 4 and Chapter 5), 

we covered each of the four levels in the cases in order to provide a comprehensive 

view. First, the vertical analysis is presented by the main findings of each case. 

7.1.2 The vertical analysis of each case 

In this study, the case studies emphasize one level as the key of levels of analysis, thus 

correspondingly, also employing different and complementary theoretical approaches. 

Here to mention, it does not mean the actors in the key level plays the main role; instead, 

the study shows a result of the four levels interactions. When we look into the three 

cases, we could find the actors in different levels plays a distinct role. 

For instance, in the case of COSCO’s investment in Piraeus Port, we expected to 
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explore how the deal was initiated in the beginning by analyzing the relevant factors 

such as the business-government nexus due to the special connections between the 

Chinese SOEs and the Chinese government. However, we also noticed that the CEOs 

of SOEs are institutional embedded, which could play a role in the process. Hence, the 

analysis on the individual level was concentrated. Specifically, COSCO seized the 

chance that China and Greece built bilateral strategic relations to pursue the strategic 

point in its international layout, in which COSCO’s then CEO Mr. Wei Jiafu as a key 

individual actually played a significant part in motivating and promoting the investment. 

The social identity and social integration theory are applied to analyze the role of the 

Mr. Wei Jiafu with different social identities to initiative and then interacted with the 

Greek counterparts in various occasions to promote the investment. It provides a path 

to investigate the key individual’s role in Chinese SOEs associated with the institutional 

approach on Chinese domestic political economy. Hence, if we say the state (the 

Chinese government) played an important role to provide the context of COSCO as a 

SOE to invest in Piraeus, the firm’s own international strategy and the key individual’s 

motivation are two other crucial factors impacting the success of the investment. In this 

sense, this case study contributed to look inside the Chinese SOEs to investigate the 

key individual’s function in promoting Chinese OFDI by emphasizing the individual 

level in the business-government nexus. 

As to Geely’s successful acquisition of Volvo Car, it is natural to investigate the role of 

Geely’s founder Mr. Li Shufu played in motivating and promoting the acquisition, 

because Geely is a private firm. Moreover, the factors on the firm level such as its 

previous successful internationalization experience and friendly seller, had the 

significant impacts on the deal completion. However, when exploring the relevant 

factors from the perspective of global political economy, we found that the most 

influential factor was the Chinese government’s a whole package of positive support, 

including political, financial and administrative aspects; so that Geely could finish the 

acquisition on time. It could be compared to the different outcomes from both the 

Chinese central government’s negative attitudes towards Beijing Automotive Industrial 

Holding Co. Ltd (BAIC)’s proposal for purchasing Volvo Car, and Sichuan 

Tengzhong’s proposal for acquiring Hummer from GM in the same period. Therefore, 

Geely’s successful acquisition of Volvo is explored from both international business 
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perspective and political economy perspective, in which the firms’ motivations for 

OFDI analytic framework and the Chinese business-government relations are employed 

respectively. This shows a relatively vertical analysis including the individual, the firm 

and the government. Hence, this case study offers the contribution on exploring the 

Chinese government’s role in promoting private firms’ OFDI by highlighting the 

government’s role in business-government nexus. 

Huawei’s business performance in the EU represents the Chinese firms growing from 

a latecomer to a global leader. Of course, the OFDI is an approach for Chinese firms to 

realize the internationalization strategy, and further to become a global leader. In this 

sense, COSCO and Geely are also latecomers trying to become global leaders. However, 

in the case of Huawei’s investment in the EU, we focus on the particular dimension 

because Huawei is an ICT firm adopting a global-oriented strategy, which is also a 

representative of the rise of multinationals in emerging economies (EM MNEs). In turn, 

such a focus dictates a particular approach and gives specific results.  

As we stated above, we cannot deny the key individuals. For instance, the founder Mr. 

Ren Zhengfei played a key role in decision-making for Huawei’s internationalization 

strategy as it is a private (employee-owned) firm. Nor can we deny the Chinese 

government’s promotion and support on Huawei’s overseas activities. However, when 

we put Huawei in a broader context like the global market, we have seen in reality that 

both were actually important factors when trying to understand Huawei’s success. 

Hence, we chose to apply a global value chain perspective, an approach to analyze the 

firm’s organizational and geographic integration simultaneously. It integrates the 

industrial and country-level analysis together with the latecomer firm’s catching-up 

while also allowing to pay attention to the geopolitical factors involved. Thus, we can 

find that Huawei succeeded to be a global leader, as a result of exploiting the global 

markets and innovation, the high value-added activities in the global value chain. It 

leapfrogs the step of original accumulation by basic production. Its success was also 

greatly enhanced because the firm’s ambitions and global strategy combined perfectly 

with the Chinese government’s expressed accumulation strategy (first Going Global, 

then Made in China 2025). Accordingly, this case study makes the contribution of 

stressing the firm’s activities in a broader global context in the business-global market 

nexus.  
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In short, the three case studies in this dissertation shows Chinese firms with different 

ownerships in distinct industries conducted OFDI in the EU. Each case has presented 

that the deals could be initiated, realized and completed as a result of the interplays 

among relevant actors on different levels. This is a kind of systemic and complex 

interaction centered on the enterprises, expanding to business-government relation, as 

well as linked down to the key individuals and up to the globalization (See Table 7.2). 

Table 7.2 The vertical level-of-analysis of the three case studies 

 COSCO Geely Huawei Level-

analysis  

Individual level  ++ +++ + 
 

Firm level ++ ++ ++ 

National level (home-country 

government) 

+++ ++ + 

Global level (global markets) ++ + +++ 

Level-analysis integration Individual– 

business-

government 

nexus 

Business-

government 

nexus 

Business-

global 

market 

nexus 

Integrated approaches  Social 

integration 

theory + 

Institution 

approach  

Firms’ 

motivations 

for OFDI + 

domestic 

political 

economy  

Global 

value 

chain + 

domestic 

political 

economy  

Note: “+” refers to the degree of strength, the more the stronger 

Source: Made by the author. 

7.1.3 The horizontal view of levels of analysis in three cases  

When we look into the three cases, we could find the actors in different levels plays a 

different role. Now, we would like to discuss these three cases from the horizontal 

aspect as showed in Table 7.1.  
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7.1.3.1 The roles of key individuals played in Chinese firms OFDI in the EU 

In Chinese private firms, key individuals like the founders always play a big role in the 

decision-making process regarding overseas investment. This could be seen obviously 

in the case of Geely’s successful acquisition of Volvo Car. Geely’s founder Mr. Li Shufu 

motivated and promoted the acquisition from the beginning to the end. Likewise, as 

another private (employee-owned) firm, Huawei’s founder Mr. Ren Zhengfei also had 

a crucial role in the firm’s decision to internationalize. Although in this study, we did 

not analyze his role in details, the existing studies have shown his significant role (Fan, 

2010b; Luo, Cacchione, Junkunc, & Lu, 2011; Jian Zhang & Vialle, 2014). However, 

in the analysis of Huawei’s business in the EU, we also found that the CEO’s personal 

connections with the Chinese government are inevitable in the institutional context of 

the Chinese political economy. One of various reasons why the US government and the 

US Congress blocked Huawei from entering the US market was “national security 

concerns based on the early personal connection of Mr. Ren to the Chinese military” 

(D. Lee & Staff Writer, 2019; U.S. House of Representatives 112th Congress, 2012).  

In terms of Chinese SOEs’ overseas investment, the role of key individuals is mostly 

neglected in the existing literature. Therefore, in a sense, the case of COSCO could be 

seen as a “least likely case”: whereas key roles for individuals may be expected in 

founder-led private firms, this is much less obvious in the case of state-owned firms. 

But by exploring the social identities of Mr. Wei Jiafu, the then CEO of COSCO, we 

were able to show his personal role (and not just his role as a state functionary) in 

starting and promoting the program for the acquisition of Piraeus port in Greece, which 

provides another perspective for analyzing Chinese SOEs’ overseas investment. 

Looking at these case studies together, we found the key individuals are an important 

factor in Chinese OFDI in the EU. The personal identities of the CEO’s are however 

embedded in domestic political economic institutions, meaning that these key 

individuals are not only entrepreneurs, but also have connections with the Chinese state 

and with the Communist Party. As we showed in the case of COSCO, Mr. Wei Jiafu 

was appointed by the CCP and had an administrative rank. Likewise, though, 

entrepreneurs in Chinese private enterprises also unavoidably have a political role as 

well. For instance, Ren Zhengfei, Huawei’s founder and CEO, was once a soldier in the 

military’s Engineering Corps in the 1970s. Before founding Huawei in 1987, he was 
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invited as a party member attend the 12th National Congress of the CCP in 1982 

(Huawei, 2018c). Similarly, Mr. Li Shufu, Geely’s founder and Chairman, has been 

elected as a member of the National Committee of the Chinese People’s Political 

Consultative Conference three times. He is also vice chairman of the All-China 

Federation of Industry and Commerce (ACFIC), which is a mass organization and 

chamber of commerce connecting the party and the government with people in non-

public economic activities (ACFIC, 2018). Hence, in the Chinese political economy, it 

is a normal phenomenon for Chinese entrepreneurs, to some extent, to have a “red” 

background. This also implies that these key individuals are intimately involved in 

“Guanxi” (social networks across state/non-state and party/ non-party lines) to obtain 

the necessary governmental support for their firms’ international competitive ambitions. 

In this sense, key individuals, no matter whether in private firms or in SOEs, play a 

significant role in FDI decision-making, and in motivating and promoting specific 

overseas investment projects. 

7.1.3.2 The firms’ commercial purpose seeking and the paths of latecomer 

firms’ catching-up 

The case studies take the Chinese firms as the main actors to analyze their FDI 

behaviors in the EU. In this sense, for one thing, the investment these firms conducted 

directly reflects the firms’ internationalization path and strategies. From the perspective 

of international business, the motivations of the three Chinese firms mentioned in this 

study undertaking FDI are mainly seeking for strategic-assets such as advanced 

technology, talented human resources and management experience, and brand, as well 

as seeking for the advanced market and further global market. Indeed, this also shows 

Chinese firms in different industries adopt FDI to realize distinct purposes. For COSCO, 

a state-owned shipping company, the investment in the Piraeus port aimed at seizing its 

strategic position in Mediterranean area to expand its global market, while Geely as an 

automotive maker, sought for the advanced technology, the well-known brand of the 

Volvo Car and the regional market through the acquisition. Huawei further devoted 

itself to investing in the R&D centers in the EU and expanding the European market. 

All the analysis above reveals the distinct motivations of Chinese firms’ FDI in the EU, 

demonstrating that Chinese firms undertake FDI for the firms’ own commercial 

purposes.  
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However, for another, these case studies present the different paths of latecomer firms’ 

catching-up strategies. The Chinese companies as the representatives of latecomer 

firms, shows the trajectory to rise as the global actors or leaders in certain industry in 

emerging economy. COSCO’s investment in the Piraeus port reveals that the company 

realized the international strategic layout as well as the state’s political target through 

FDI. Moreover, Geely as a Chinese indigenous automotive maker, is well-known 

globally for this acquisition of Volvo Car, which is seen as “a snake swallows a big 

elephant”. It also illustrates one path of Chinese automotive firms catch up the industrial 

leaders through acquiring strategic assets such as the advanced technology, talented 

human resources, and the brand to leapfrog in the first-class level. Meanwhile, 

Huawei’s investment in the EU stands for the Chinese firm utilizes the local advanced 

R&D capabilities and expanding markets through greenfield investment to control the 

end of global value chain, in order to leapfrog. Thus, these case studies to some extent 

demonstrate the Chinese firms turn to multinational enterprises through undertaking 

FDI in the developed markets like the EU to realize the purpose of catching-up or 

maintain the competitive advantages as global leaders. 

7.1.3.3 The Chinese government takes a pragmatic principle on OFDI in the 

EU 

The Chinese government plays an important role in promoting Chinese firms’ overseas 

investment. As the international business studies have already mentioned (Buckley et 

al., 2007; Buckley et al., 2008; Child & Rodrigues, 2005), the Chinese overseas 

investment is inevitable influenced by the Chinese government, which is one of the 

uniqueness of Chinese OFDI (Robins, 2013).  In the case studies, we investigated the 

Chinese business-government relations on OFDI, also find that the Chinese firms’ 

OFDI is affected by the Chinese government by the industrial policies and relevant 

OFDI support policies. More importantly, we found one thing different from the 

inherent impression that the SOEs’ OFDI is always guided and controlled by the 

Chinese government with political agenda, that is the SOEs’ OFDI in the EU such as 

COSCO’s investment in the Piraeus port was motivated by the company’s commercial 

profits rather than completely planned by the Chinese government. Moreover, although 

the Chinese government may tend to support SOEs’ OFDI in the EU in priority, in 

practices the private firms will get more support from the Chinese government when 
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the firms’ investment matches the country’s strategy. This can be seen clearly from the 

case of Geely’s acquisition of Volvo, in which the Chinese government chose to support 

Geely, a private automaker, rather than Beijing Auto, a SOE. Furthermore, Huawei’s 

investment in the EU presents a latecomer firm catching-up to a global leader through 

leapfrogging by undertaking high value-added activities at the end of the global value 

chain, which matches the country’s innovation-oriented catching-up strategy. This also 

explains that, to some extent, Huawei’s success is related to the promotion from the 

Chinese government. Therefore, in this sense, Chinese government promotes Chinese 

companies’ OFDI no matter the ownerships are state-owned or private, it just obeys a 

pragmatic-oriented principle. 

7.1.3.4 The new features demonstrated in the dynamic globalization 

Nowadays, the globalization is in the midst of dramatic change, in which the new 

features have been demonstrated. First, as we analyzed in this study, the emergence of 

new investors like Chinese firms (as well as Indian firms) in the EU is a new 

phenomenon after the 08-09 financial crisis. It shows the direction changes of global 

capital accumulation, which is the large capital flows form the emerging economy to 

the advanced economies. Secondly, the global resources are experiencing reorganized 

in such process of global capital movement, which leads to the new global structure of 

some industries. As we generalized above, the resources in the advanced economies are 

valuable assets for the emerging market multinational enterprises (EM MNEs) to 

realize the internationalization strategy and to improve the competitive advantages in 

the global market. Chinese firms, as latecomer EM MNEs, stand out in terms of number 

of acquisitions in the EU, especially during the 08-09 financial crisis and Eurozone 

crisis, seeking for the undervalued and privatized assets, technology, European market 

and advanced management experience. Through such foreign direct investment, 

Chinese firms could realize their initial internationalization or global strategic layout, 

meanwhile, it also leads to the new map of some industries in the global market. For 

instance, Geely as an indigenous automotive manufacturer, realized the 

internationalization through the acquisitions step by step, in which the acquisition of 

Volvo Car made it a worldwide well-known firm. Based on such significant effect, 

Geely further followed a series of investment in six other automotive companies after 

2010. With the structural change of the global automotive industry brought by the 08-
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09 global financial crisis, Geely grasped the opportunities to expand overseas, which 

makes it as a new key multinational automotive manufacturer on both Chinese and 

global automotive industries. Meanwhile, this also can be seen from COSCO’s 

investment in Piraues, which is also an example that COSCO optimized its global 

strategic layout. It is the reflection that the global resources are reorganized and some 

industries are readjusted. Thirdly, the global production mode has changed. As 

illustrated in this study, the global production nowadays is characterized by more 

refinement of international division of labor and more reorganization of international 

production collaboration. Such development is mainly driven by the technological 

innovation, rather than by reducing production cost based on the scale effect. Hence, 

from the perspective of global value chain, the industrial leaders need to adopt different 

strategies to keep the leading position compared to that in the 1980s. That is, to keep 

the competitive advantage, the firm does not need to control the overall value chain; 

instead, it only needs to control the high value-added activities while outsourcing low 

value-added activities. In this sense, the EM MNEs are provided opportunities to 

leapfrog, like Huawei’s performance in the EU as we discussed above. Hence, it can be 

seen that with the changes of dynamic globalization, Chinese firms as participants took 

advantages of such dramatic changes to realize the internationalization strategy. 

Meanwhile, they are also the actors that further promote the structural changes of the 

global production and reorganize the global maps of their industries. The Chinese firms 

with long-term global-oriented strategy and global business experiences like Huawei 

are more deeply involved in the wave of globalization.  

In sum, we could find the factors of each level in the three case studies have distinct 

degree impacts on Chinese OFDI in the EU if we compare them horizontally. Firstly, 

the key individuals such as the founders or the CEOs play an important role in 

motivating and promoting Chinese firms to conduct overseas investment, no matter the 

firms’ ownerships are state-owned or non-state-owned, because these key individuals 

as successful entrepreneurs are formally or informally linked with the Chinese domestic 

institutions. The differences are the key individuals in the private firms more personally 

impact the decision-making of overseas investment than that in SOEs. However, in our 

case study of COSCO’s investment, we found that the CEOs in SOEs actually played 

an important role as well. Secondly, on the firm level, the Chinese firms conducted 

OFDI in the EU, fitting for the firms’ own internationalization strategies. They seek for 
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the strategic-assets and overseas market, or use it as a springboard to catch up the 

leaders in their industries. In this sense, the firms’ motivations equally impacted their 

OFDI activities. Thirdly, the Chinese government adopted a pragmatic principle on 

OFDI in the EU. Indeed, as a SOE, COSCO’s investment in Piraeus were originally 

started and developed in the occasions of the official governmental meetings, which 

shows the national impacts in this case. However, we also can see that in the case of 

acquisition of Volvo Car, Geely as a private company, obtained more supports than 

SOEs like BAIC. It shows the Chinese government was more pragmatic in supporting 

OFDI rather than based on the firm is state-owned or not. In the light of Huawei case, 

as we discussed in the case study, Huawei’s success in the EU is inevitably influenced 

by the Chinese government. Yet, being a multinational enterprise focusing on the global 

market, Huawei emphasizes that it keeps a normal business relation with the home 

government. In this sense, compared to other two firms, Huawei’s strategies and OFDI 

in the EU are more global-oriented on the global level. Fourth, the Chinese firms in the 

case studies are the representatives of EM MNEs, which took the window opportunity 

of the changes of dynamic globalization- the 08-09 global financial crisis and Eurozone 

crisis, to realize their own internationalization strategy through FDI in the EU. 

Meanwhile, they are also the key actors that promote such changes of the global 

production mode, the global map of their industries and global capital accumulation. 

Table 7.3 shows the horizontal comparison of the three case studies based on the level-

of -analysis. 
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Table 7.3 The horizontal comparison on level-of -analysis of the three case 

studies  

 COSCO Geely Huawei Comparison 

Individual 

level 

++ +++ ++ The key individals in Non SOEs are 

most influtial in decision-making 

and promotiing OFDI, while the 

roles of  those in SOEs are usually 

negelcted, but actually important as 

well. 

Firm level ++ ++ ++ Seeking for strategic-assets and 

overseas market, or to catch up. 

National 

level (home-

country 

government) 

++ ++ + SOEs are indeed more influence by 

the home-government, while the 

Chinese government is pragmatic in 

supporting Chinese OFDI. 

Global level 

(global 

markets) 

++ ++ +++ All are driven by 

internationalization strategies. 

Huawei as a multinational 

enterprise focusing on global 

market, is more global-oriented 

than the other two firms. 

Note: “+” refers to the degree of strength, the more the stronger 

Source: Made by the author. 

7.1.4 Integration for a whole picture  

Just as we discussed above, all the factors in the different levels -individual, firm, nation 

and global – play a part and interact with each other in Chinese firms’ OFDI in the EU 

because of the complexities of the global political economy. As we introduced in 

Chapter 1, analytical eclecticism “is an effort to construct a problem complex analytic 

framework that is capable of revealing the interconnections among discrete sets of 

mechanisms and processes normally explored in isolation” (Grieco, 2018, p. 431). The 
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integrated analysis of the case studies based on the levels of analysis above is an attempt 

to apply this approach to understand the complex factors leading to Chinese FDI in the 

EU. We have emphasized that under these conditions, a broad and comprehensive 

analytic framework that integrates the different approaches on the level-analysis is a 

necessity. Therefore, we spelled out different aspects of the overall research question in 

the different case studies, in order to provide the specific findings through applying the 

advantages of different theoretical approaches on the focused level. Now when we look 

into the analysis of level intertwined of each case, we could find the complex links 

among different levels in each story. Hence, this kind of integrated but non-dogmatic 

analytic framework provides us a good opportunity to highlight the specific weighted 

mix of causal factors active in each of the case studies. Furthermore, when we look 

through these three cases together, we could find that the combined results give us a 

more comprehensive picture of the all process of Chinese OFDI in the EU, and of the 

rise to global leadership of Chinese firms.   

7.2 Brief Conclusion  

This dissertation intends to first give an overview of Chinese OFDI in the EU from 

2002, then selects three Chinese multinational firms’ FDI in the EU as case studies to 

present the motivations, strategies of these firms with different ownerships in distinct 

industries associated with the context of domestic and global political economy. Levels 

of analysis as a framework is used to analyze different actors involved in Chinese firms’ 

OFDI in the EU, in which the integrated theoretical approaches are employed to 

investigate as many as relevant factors impacting the investment in the EU and further 

to highlight the key factors in certain levels. In terms of the research methodology, 

various data and methods are applied in this study. Quantitative data are used to describe 

the facts of Chinese OFDI in the EU while qualitative data such as government 

documents, the public media news, first-hand personal interview-data are employed 

through content analysis and discourse analysis in the case studies. This study applied 

smart eclectic analysis to integrate various theories with levels of analysis approach, 

providing a relatively comprehensive analysis of Chinese OFDI in the EU; meanwhile, 

after the case studies, we put the Chinese foreign investment in the EU in a bigger 

picture, analyzed the implication for China’s economic growth, which are the main 

value of this research. 
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The rationale revealed from the analysis in this dissertation provides a way to observe 

Chinese firms’ overseas behaviors and to understand the rise of China from a Chinese 

perspective; however, in the context of dynamic globalization, the involved actors are 

interacting with various complex relations. We need to jump out of the traditional single 

perspective to analyze the phenomena, because it cannot fully explain the complexity 

involved. Hence, with the rising of China, and the daily dramatic changes of global 

political economy, there will be more misperception or misunderstanding in the process 

of China engaging with the Western world. We hope the analysis of the dissertation 

could contribute to providing a clue for further research on understanding the rise of 

China. 

Here we give the main findings, the limitation and contribution of this research, and 

then offer the suggestions of the further research in the end.  

7.2.1 The main findings  

Firstly, Chinese OFDI in the EU has been increasing in the post-financial crisis period, 

revealing the new patterns compared to that before the global financial crisis (2002-

2008). This could be explained by the factors from the European side and the Chinese 

side. The pull factors, such as the forced privatization of (undervalued) assets in the EU 

due to the Eurozone debt crisis, as well as a relatively friendly investment environment, 

are attracting Chinese investors to the EU. Meanwhile, Chinese investors are 

encouraged to investment abroad by the Chinese government’s “Going Global Policy”, 

and the efforts to reduce dependence on export and reliance on the US dollar are the 

other two pushed factors.  

When we put Chinese OFDI in the EU in a broader picture, we could find OFDI as a 

key element in China’s economic growth. The pattern changes also reveal Chinese 

economic growth strategies shifting from export and inward investment-driven growth 

to export and outward investment-driven growth. Moreover, China’ s growth model 

shares the similarities of the development model with Japan and Korea. For instance, 

exports as an important driving force for the economic growth. But it also has different 

features, especially on the FDI policy.  

Secondly, as a result of the complexity of globalization, we need to analyze Chinese 
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OFDI in the EU by applying levels of analysis and theoretical eclectic analytic 

framework. Our case studies represent Chinese firms with different ownership 

structures (state-owned, employee-owned or private) in different industrial sectors 

(shipping industry, automotive industry and information communication technology 

industry) investing in the EU. We found that the factors from all levels (the individual 

level, the firm level, the national level, and global level) played a significant role in 

pushing Chinese OFDI in the EU, while each level is weighted differently in each case 

study based on the particulars of each case, which will be explained specifically below.  

• The key individuals in non SOEs are most influential in decision-making and 

promoting OFDI, while the roles of those in SOEs are usually neglected, but 

actually important as well. This can be seen from the case of COSCO’s investment 

in Piraeus port. Therefore, it is counterintuitive that the CEOs play important role 

not only in private (especially founder-owned) firms, but also in SOEs in terms of 

Chinese OFDI.  

• Chinese firms conducted OFDI in the EU mainly seek for commercial profits. We 

admit the investment of SOEs has political intention to some extent, however, some 

SOEs’ investment as same as that of the non SOEs’, seeks for strategic-assets (such 

as advanced technology, know-how, advanced management experience) or 

overseas market based on their own firm internationalization strategy. Furthermore, 

from the case of COSCO’s investment in Piraeus port, we also confirm that the 

shifts of the meaning of the ownerships as a SOE. That is, the state actually no 

longer regards itself as the party engaged in the day-to-day operation of the SOEs, 

but as the owner, who delegates the management to professional managers. Hence, 

this contradicts the popular imagery in Western discourse as if the Chinese 

government directly runs the day-to-day affairs of SOEs; Otherwise, in practice 

SOEs are made to operate abroad more or less just like private firms, for example, 

their behaviors and decisions are mostly dictated by market.  

• Different from the existing opinion that Chinese government is inclined to in favor 

for SOEs, in reality Chinese government adopted a pragmatic principle on 

supporting Chinese firms’ OFDI in the EU, no matter the firm is state-owned or 

not. This can be seen from the case of Geely’s acquisition of Volvo Car, in which 

Chinese government provided a full package of support to Geely rather than BAIC, 

a SOE. However, we also notice that Chinese firms’ success on OFDI in the EU is 
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depended on the Chinese government’s support. Because Chinese firms are 

connected with the Chinese government due to the institutional embeddedness, no 

matter formal (ownerships, industrial policies) or informal (personal networks, or 

guanxi). 

• The firm with global-oriented strategy like Huawei, focuses on the global market, 

and always emphasizes the normal business relation with the home-government. 

Besides, Huawei’s investment in the EU is a part of its global strategy, showing a 

new trajectory for a latecomer firm becoming a global leader, which is moving up 

and positioning in the high added-value parts in the global value chain through 

leapfrogging. 

Thirdly, growing Chinese OFDI in the EU implies an important shift in China’s growth 

path, corresponding to the shifting of China’s accumulation strategy from a Ricardian 

strategy (1978-2001) to a Kaldorian strategy (2002-2018). Specifically, from 1978 to 

2001, China’s economic growth had relied on a Ricardian strategy that exploits cheap 

labor as a comparative advantage to expand exports, benefiting from the large inflow 

of foreign direct investment. With the accession to the WTO, China further expanded 

its competitive advantage in large scale of labor-intensive manufacturing. This 

produced strong export-led growth until the breakout of the 2008-09 global financial 

crisis. Then with the large amount of foreign exchange accumulation as the world’s 

workshop, China turned to increasingly exporting capital rather than only goods and 

services, to obtaining technology upgrading and to reducing the reliance on the US 

dollar. China’s accumulation strategy shifted to a Kaldorian, which concentrates on 

investment-driven advanced manufacturing, as well as exports. China’s rising foreign 

investment in the EU strongly symbolizes these shifts. 

Fourth, growing Chinese investment in the EU also revealed changes in the structure 

of global capital accumulation: large flows of direct investment are now going from 

emerging economies to the advanced economies. Meanwhile, it also means industrial 

leaders have to adopt different strategies to keep the leading position. For instance, 

before and until the 1980s, a lead firm needed to control the overall value chain, which 

required integrated production networks to keep the competitive advantage. Nowadays, 

with the refinement of the international division of labor and fast technological 
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innovation, a lead firm focusing on high value-added activities can completely 

outsource the low value-added activities (manufacturing).  

In sum, this dissertation addressed the overarching research question of how and why 

Chinese investors invest increasingly in the EU. We have found that the answer includes 

the motivations and strategies of both Chinese firms and of the Chinese state. Chinese 

firms are generally motivated by commercial profits, seeking strategic-assets (such as 

advanced technology, know-how, advanced management experience) or overseas 

market access through OFDI. This is part and parcel of their internationalization 

strategies, embodying their ambition to eventually a global leader in their own industry. 

For the Chinese state, the motivation for pushing Chinese firms to invest in the EU 

partly expresses a desire for reducing the reliance on the US market and on the US 

dollar, and also expresses the strategy to continually upgrade the technological level of 

Chinese industry. It thus manifested the shift of China’s accumulation strategy from a 

Ricardian to a Kaldorian strategy. However, if we look through the whole growth path 

of China from 1978 to 2018, we also find that actually, China has been following a 

Kaldorian strategy, only initially the supply of cheap labor gives it a Ricardian flavor. 

The 2008-09 global financial crisis became the trigger for China to make the Kaldorian 

strategy more clearly. Of course, in a much broader picture, Chinese OFDI in the EU 

also reflected changes in the structure of global capital accumulation and the 

transformation of global production.  

7.2.2 The limitations of this study  

This research has been sparse in using various theories, limiting to classical deep 

theoretical analysis. Moreover, it is limited to the data-collection empirically.  

We reviewed the existing theoretical approaches on analyzing Chinese OFDI from 

different perspectives, and found that each approach has its own specific advantages, 

but none offers a comprehensive view. Therefore, we applied an eclectic analytic 

framework to overcome the shortcomings by employing different theoretical 

approaches in each case. The approach taken in this study is innovative in the sense that 

by devising a lean eclectic ensemble of theories, we have been able to provide a more 

comprehensive understanding of the factors driving Chinese OFDI than that of each of 

the existing theoretical approaches. However, it is short of forming one systematic 
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theory to provide a comprehensive explanation with all aspects. 

In addition, the case studies in this analysis lack depth, because of the problems gaining 

access to interviewees, which I had to compensate for by triangulating with other 

sources of information. In the process of conducting fieldwork, we met challenges like 

being rejected by the gate-keeper for interviews, especially in the case of the high-level 

staff of the companies and governmental officials. For instance, we tried to contact 

interviewees for Geely’s acquisition of Volvo Car. However, Geely’s Department of 

Public Affairs refused my requests for interviews. As we had no other ways to approach 

interviewees from this company, we had to turn to interview relative experts and 

scholars instead. Therefore, this case study could not be analyzed based on the first-

hand data.  

Another limitation of the research is a time sensitive issue. This research started in 2012, 

when the EU was suffering from the Eurozone crisis, thus the case selection was based 

on the situation back that time. Although we had noticed the fast development of 

Chinese OFDI in the EU, and kept updating the data as much as we could, this research 

could not explain the new situation and trends well, because the sample cases are not 

broad enough, and the features we generalized were based on the context of a limited 

period. As time went by, the new developments reflected the new complexity and 

dynamics of globalization. In the case of Geely’s acquisition of Volvo Car, we did not 

study the acquisitions by Geely after 2014. And in the case of Huawei’s investment in 

the EU, we were able to analyze the new changes brought by the hostile polices of the 

US government, but we could not provide more explanation as the issue is still ongoing.  

In spite of these limitations explained above, this research does contribute theoretically 

and empirically.  

7.2.3 The theoretical contribution  

This research has scientific relevance through its contributions on the analytical and 

theoretical levels, by adding a Chinese perspective. This research examines the 

motivations and rationale behind Chinese investment in the EU by studying the 

relations among the actors involved, thus exposing patterns and motivations on the 

individual-, firm- and state-level respectively. This four-level analysis is from bottom 
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to up, providing a comprehensive picture of the Chinese decision-making process. 

The eclectic theoretical framework integrates to a broad range of knowledge on 

business, international political economy and international relations, opening the black 

box of the state while putting it in a macro-picture of global political economy. The 

methodological contribution lies in the fact that we collected various data including 

relevant governmental documents, media coverage, reports from think tanks, as well as 

academic papers, and also draw from reliable databases such as Thomas SDC platform, 

World Bank Database, UNCTAD database, and IMF database. The various secondary 

data provide strong evidence for our arguments. More importantly, we also conducted 

many interviews with Western high-level governmental officials, scholars and experts, 

which constitute the crucial data for our analysis. This variety of data enable us to 

analyze our topic from different angles. Moreover, our research explains the role of 

China and the mechanism of the rise of China from a Chinese perspective through 

further digging the implication of Chinese OFDI in the EU in the pictures of China’s 

own development path as well as of the changes of global political economy, which 

provides an alternative interpretation that can counter the Western worries or biases, 

arisen due to the political implications of the rise of China.  

By opening the black box of the Chinese state, this research hopes to reduce some of 

the fear regarding Chinese investment in Europe and enhance the understanding of the 

role of the state in China. 

7.2.4 The empirical contributions  

This study aims to investigate the motivations and strategies of Chinese firms’ OFDI in 

the EU, and to find out the rationale behind it. Through three case studies, we employ 

different theoretical approaches to analyze the interactions among actors in level-nexus. 

We employ an integrated theoretical approach to provide a systemic explanation of 

Chinese firm’s OFDI interplaying with different factors in complementary level-nexus.  

Through our in-depth case studies, we could generalize specific factors impacting the 

decision process of Chinese OFDI in the EU. As a result, we could rethink the role of 

Chinese enterprise in the global political economy. 
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7.2.4.1 The qualitative in-depth analysis  

As noted above, we used quantitative data to describe the overview of Chinese OFDI 

in the EU, and found the changes in pattern, that we could explain from both Chinese 

and European perspectives. To deal with the specific factors that drove Chinese 

investors conducting the OFDI in the EU, we chose to do the case studies. In the case 

studies, we collected various qualitative data through first-hand interviews, public 

media coverage, and academic research, and then analyzed them applying the different 

theoretical models. The analysis is limited by the small samples which makes it hard to 

identify common features on the macro-level. However, this analysis based on 

qualitative data could provide the details enabling us to dig up the rationale behind the 

stories. For instance, we did not know that the Greek government actually had contacted 

COSCO on the possibility of cooperation before the official governmental meeting until 

we interviewed Mr. Evripidis Stylianidis, the then Vice-Minister of Foreign Affairs for 

Economic Cooperation and Development. Another example is through the interview 

with Mr. Jakub Hera-Adamowicz, the current EU Media Relations and Communication, 

we acknowledged that Huawei’s intention in the EU is “farming not fishing”. These 

details could not have been be found from the quantitative analysis. The qualitative 

analysis therefore helped us to conduct a more in-depth analysis and then generalize 

the rationale from the extracted details. 

7.2.4.2 Refocus on the role of the enterprise in the global political economy  

The role of the enterprise in global political economy is highlighted through case 

studies. In the wake of the dynamic globalization, the nation states, the enterprises and 

the individuals are intertwined in the complexity of global political economy. Early in 

the 1970s, scholars in the field of international political economy did not pay much 

attention on the enterprises. For instance, the traditional Marxists discussed the states 

related the form and functions to capital and class struggle, and later, the post-Marxists 

stressed the social effects of the states, while the neorealists and institutionalists 

stressed the impact of state or government authority on the function of markets. With 

the development of globalization since 1970s, this approach lost its explanatory power, 

because of the rise of multinational enterprises and the involvement of individuals who 

function as capitalists and international labors. Accordingly, the role of the 

multinational enterprises (MNEs) gradually received more attention from the 



Chapter 7 General analysis and Conclusion 

 181 

international business perspective, because the MNEs have the capacity to operate 

across the borders of the home-country through capital transition (such as FDI) and 

export as of goods, which is associated to jobs and tax revenues in both the home-

country and host-countries, as well as the international market. Along with the rising of 

MNEs in emerging economies, current research begins to focus on the MNEs in terms 

of the cooperation power in the IPE by investigating their role in the global economy 

(Nölke & May, 2018).  

This study focuses on the FDI conducted by Chinese state-owned and private 

enterprises in the EU through case studies in the broader context of global political 

economy. In the three case studies we not only investigate the FDI behavior of the 

enterprises themselves from an international business perspective, but also considering 

the key individuals influencing the decision-making inside the enterprises, and the 

embedded institutional relations with the home country, as well as the changes caused 

by the dynamic global political economy. In this sense, the focus on the Chinese 

enterprises becomes a meso-level analysis connecting with micro-level like the 

individuals and the macro-level contexts such as the national institutions and 

globalization. Such analysis goes beyond stressing on the national relations in IPE, or 

the role of firms related to capital transition. It opens the black box of the nation state, 

and even provides a look inside the enterprises. It also associates to the broader context 

of nation state and globalization. This study contributes to a holistic analysis on the role 

of the enterprises in the global political economy.  

In brief, through each case study, we conducted specific analysis on Chinese firms’ 

investment in the EU by applying a comprehensive framework of levels of analysis, as 

well as the suitable corresponding theoretical approaches. Through analyzing the 

common features among the three cases, we found recurrent patterns in the various 

levels of analysis. Such integrated and eclectic analytical framework provides a 

systemic explanation of the rationale behind Chinese firms’ OFDI in the EU. The 

qualitative analysis provides an in-depth analysis through grasping the details. 

Meanwhile, the case studies led us to refocus on the role of the enterprises in the global 

political economy. Hence, this research offers more value on the empirical contribution 

rather than the theoretical one. 
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7.3 Agenda for further research  

The dissertation aims to employ an integrated theoretical framework to various level of 

analysis to present the motivations and strategies of Chinese firms’ FDI in the EU, and 

to further analyze the rationale behind them, in order to provide a way to understand 

China’s emergence in the global political economy. This analysis only reflects a small 

piece of the big puzzle to observe and understand China’s rising in the changing 

globalization. Through this research, we only investigate some aspects of the Chinese 

OFDI in the EU roughly, yet, it also offers some clues for further research.  

First of all, the role of multinational enterprises in emerging economics in the global 

political economy could be explored in-depth. As we have introduced above, the 

international business theories derived from the experience of multinational enterprises 

in advanced economies are not enough to explain those in emerging economies. We 

need to extend the theoretical boundaries based on their unique features. In addition, in 

the complex globalization, multinational enterprises from emerging economies as 

important international actors or powers interact with actors in different levels in their 

own particular ways. Hence, their behaviors to some extent reflect the strategies of 

national states (e.g., latecomers’ catching-up), as well as the response to the global 

changes. The separated firm-level analysis may not explain the intertwined relations 

well in this context, which is why we call for employing an integrated perspective like 

the perspective of global political economy. Fortunately, current research begins to 

emphasize the role of the corporations (Nölke & May, 2018) in global political economy.  

Second, the role of key individuals in the Chinese SOEs needs to be explored further. 

The analysis of COSCO’s investment in the Port of Piraeus shows a methodology to 

look into the key individuals in Chinese SOEs in motivating and promoting Chinese 

OFDI, which looks inside the decision-making process of the Chinese SOEs, including 

the interaction with the Chinese government agencies. This shows that the Chinese 

SOEs’ decision-making on overseas investment is also for seek for commercial profits, 

and is not only controlled by the government. We need to collect more cases to 

investigate the roles of key individuals on Chinese OFDI and see if that reveals patterns 

in Chinese SOEs’ overseas activities, which will contribute to extending existing 

international business theory.  
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Third, the integrated theoretical framework could be applied to analyze the complicated 

interactions among multinational enterprises and nation states in the context of 

changing globalization. Just as we observed, globalization is changing dramatically 

nowadays. The interactions of the actors become more complex. It will be not enough 

to employ one or two theoretical perspectives to analyze the complicated relations 

among the various actors. For instance, with China’s economic rising, the Chinese firms’ 

overseas behaviors and corresponding international responses cannot be explained from 

a single angle, because the triggers or reasons are various. Hence, we applied an 

integrated theoretical approach to investigate more complex relevant factors.  

Fourth, this dissertation has showed an integrated theoretical approach to analyze the 

actors in the different levels in the globalization. With the changes of globalization, the 

actors’ behaviors not only reflect their responses to cope with the changes, but also lead 

to the new changes of the globalization. The world is changing. The global political 

economy is shifting beyond the neo-liberal order, represented by the conservative 

polices undertaken by the United States, namely “American First” and the prevailing 

populism in politics. China is emerging with more international participation, which 

has caused alarm and apprehension in the Western world. The current US-China trade 

war can be explained in that context. Hence, actors’ contingency could be another 

interesting topic for further research.  

Finally, the impact of the Chinese OFDI in the EU could be explored further and deeper 

with the ongoing dynamics of globalization. As a result of the analysis involved in this 

dissertation has focused on the motivations and strategies, we found that the reaction 

of the EU to the Chinese OFDI in the EU has shifted from a positive welcome in the 

early stage of the Eurozone crisis to the present-day deep concerns. While this finding 

fits the current trend, it is short of the specific analysis of the impacts of Chinese OFDI 

in the EU from various aspects. Hence, for further research, we could explore what are 

the effects of the Chinese OFDI to the local communities, to the host member states, 

and to the EU as a whole, and in turn, how the European reactions further impact the 

Chinese OFDI and bilateral relations between China and the EU, as well the bilateral 

relations between China and the member states. For instance, the EU is cautious about 

Chinese FDI in the EU in strategic industries especially on high-tech sectors, because 

of the strong political intension and non-transparency of Chinese FDI in the EU. 
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Besides, the lack of reciprocity in the China-EU investment relations has a negative 

effect on the bilateral trust. Hence, working towards reciprocity in investment relations 

is one approach for the EU to overcome the fears (Seaman et al., 2017). Another issue 

for a unified EU policy is that the member states, like Greece and Portugal, tend to take 

different positions from the EU on China policy, as a result of the Chinese investment. 

This may have a negative effect on forming an integrated policy toward China on the 

EU level. Such analysis could help us to understand the interactions among emerging 

economies and developed markets in the complicated dynamic globalization, which 

may in turn bring new international institutions to the existing global economic order.  
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8 Appendix  

8.1 List of interviews  

 Date  Place  Reference  

Case of 

COSCO  

24-08-2015  Beijing  One employee in COSCO Headquarter   

10-09-2015 Amsterdam 

(by phone) 

One high-level employee in Piraeus 

Container Terminal S. A, Athens, Greece 

06-11-2015 Amsterdam 

(by phone) 

One expert in Shipping Business  

04-12-2017 Athens  Mr. Evirpidis Stylianidis 

Former Deputy Minister of Foreign Affairs 

for Economic Cooperation and Development  

05-12-2017 Athens  One former high-level Greek Governmental 

Official  

05-12-2017 Athens  One Policy Advisor for former Greek high-

level governmental official  

05-12-2017 Athens  Mr. Georgios Gogos 

General Secretary of Dockworkers’ Union-

Port of Piraeus  

07-12-2017 Athens  One employee in PCT marketing  

07-12-2017 Athens  One high-level Employee in PCT marketing  

21-12-2017 Amsterdam 

(by phone) 

Mr. Thodories Dritsas  

former Minister of Shipping and Island 

Policy 

Experts  03-08-2015 Beijing  Professor Lu Jinyong, 

Expert on Chinese OFDI  

20-08-2015 Beijing  One expert in China Development Bank  

24-08-2015 Beijing  One Researcher in CASS 

One Expert on Chinese OFDI 
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Geely  23-08-2014 Beijing  Mr. Fu Yuwu 

President of Society of Automotive 

Engineers of China 

23-08-2014 Beijing  Mr. Ge Solin 

Deputy Secretary General of Society of 

Automotive Engineers of China 

Huawei  1-11-2013 Amsterdam Mr. Richard Spaans 

Manager Communications & Public Affairs, 

Huawei Technologies (Netherlands) B.V. 

13-09-2015 Amsterdam 

(By phone) 

One Employee in Huawei R&D 

23-06-2015 Shenzhen  Mr.Roland Sladek 

Vice President International Media Affairs  

09-10-2018 Brussels Mr. Jakub Hera-Adamowicz 

EU Media Relations and Communication 

manager 

High-

level 

officials 

in the 

EU  

21-02-2018 Brussels 

(interviews 

are a part of 

another 

project, in 

which the 

questions 

pertinent to 

this project 

were also 

asked) 

One high-level official in European 

Commission DG Economic and Finance 

Directorate-General for Economic and 

Financial Affairs 

21-02-2018 One high-level official in Directorate-

General for Economic and Financial 

Affairs of European Commission 

21-02-2018 One former top-level EU leader 

27-02-2018 One former high-level economic diplomat of 

EU, European External Action 
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8.2 Informed consent form (E.g. the case of Huawei’s investment in the EU) 

 

Informed Consent Form 

采访知情同意书 

Research Project 

(项目名称) 

Chinese Foreign Investment in the EU: Motivations 

and Strategies  

中国在欧盟的对外投资:动机和战略  

Researcher 

(研究者) 

Ms. Yuan Ma MSc 马 源 女士  

PhD Candidate 博士生  

Department of Political Science and Public Administration  

政治学与公共管理学系 

VU University Amsterdam，the Netherlands  

荷兰阿姆斯特丹自由大学  

Tel(电话): +86 15901019218  

Email(电邮): yuan.ma@vu.nl 

Supervisors 

(导师) 

Prof. Dr. Henk Overbeek, Faculty of Social Sciences, 

VU University Amsterdam 

Dr. Henk Overbeek 教授，社会科学系，阿姆斯特丹自

由大学 Assistant Prof. Dr. Peter Peverelli, Faculty of 

Economics and Business Administration, VU University 

Amsterdam 

Dr. Peter Peverelli (李彼德) 助理教授，经济学与工商

管理系， 阿姆斯特丹自由大学  

Short summary (项目

简介) 

Chinese outward foreign direct investment (OFDI) has 

increased dramatically in the European Union since the 

recent financial crisis. This PhD research aims to explore 
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the reasons why Chinese investors invest in the EU 

especially since the outbreak of the European financial 

crisis. It will examine the patterns of Chinese OFDI and 

looking into the motivations and strategies of Chinese firms 

investing in the EU. Huawei Technologies is variously 

engaged in the EU by investments in sales, R&D, support 

and small-scale manufacturing operations. As an active 

investor in the high-tech industry, mostly through 

greenfield projects, Huawei plays an important role in 

growing Chinese investment in the EU. Therefore, I request 

to conduct some interviews to explore the motivations and 

considerations both on the level of individual corporate 

officials and at the firm level. The findings will hopefully 

enable me to chart and explain the rationale behind Chinese 

investment in Europe and contextualize these findings 

against the broader context of China’s development path.  

金融危机时期，中国对欧盟的投资非但没有减少，反而

快速增长。基于此，本课题试图探究中国投资者对欧盟

投资(尤其是金融危机期间)的原因。这一问题的研究，

将有利于辨析中国对欧盟投资的模式，以及理解中国企

业对欧盟投资的动机及战略。华为公司在欧盟积极投资

于销售、研发中心、技术 支持以及小规模制造产业。

作为高科技产业的投资者，华为在对欧盟的绿投资项目

中扮演着重要角色。因此，本课题需要进行若干采访，

从而得以在个人层面和企业层面探究华为在欧洲投资

的动机与运作机制。采访的所得与学术整理将有望帮助

理解中国对欧盟投资的内在机理。  
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Informed Consent 知情同意条款 

Voluntary participation and confidentiality 自愿参与及保密性  

Please understand that your participation is voluntary. 请理解您对本采访的参与是

自愿的。 

The detailed information which you provide and the voice-recording will be carefully 

protected from third parties to ensure strict confidentiality of the data, which will be 

used for this research purpose only. 您所提供的详细信息以及音频将会被第三方

妥善保管，保证数据的保密与安 全，并保证这些信息仅用于此项研究。  

Do you grant permission to be audio-taped? *Yes *No 您是否同意被录音? 是 否 

Do you grant permission to be quoted directly with your name? *Yes *No 您是否同

意直接引用您的姓名? 是 否  

Please sign your name below if you agree to participate in this interview.  

如果您同意参与此项采访，请在下面签名。  

Name: _____________________________________________________  

姓名  

Signature:  

签名  

___________________________________________________________ 

Date/Place:__________________________________________________ 日期/ 地

点   
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8.3 Questions for Semi-Interviews (E.g. the case of COSCO’s investment in 

Piraeus) 

Questions for Semi-interviews 

This interview concerns the following topics, and I would appreciate your views on 

them very much.  

• What do you think COSCO’s investment in Piraeus port? 

• How was the project started? 

• How was the situation of Greek government and Chinese government 

promoting the case? 

• When was your first time to hear COSCO? 

• How was the situation interacting with COSCO? 

• What role did President Wei Jiafu play in promoting the investment? 

• How did you perceive on his role? 

• What do you think this case brings to Greece?   

• How do you see the investment and COSCO’s activity involved in building 

One Road One Belt initiative?  
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