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Abstract:

Since end of the 1990s, the world has been withgssiphenomenon of internationalisation of Chirmm®panies.
This internationalisation is often understood tlylodDI inflows, whereby multinational companiesaddish their
presence in a form of subsidiaries overseas. Howéately many companies (and Chinese firms inipaldr)
started to use strategic alliances and M&As asiagiaools of internationalisation. Despite theoging body of
literature on this topic in the context of advancesstern economies, use of strategic allianceshm t
internationalisation of Chinese firms remains adarrresearched topic. In the paper we investigatepbtential
benefits for Chinese companies to internationatts®ugh strategic alliances and M&As, and spedifican
comparison to the traditional forms of outward FBY. using the data from Thomson SDC database, weifggally
focus on the Single European market as a new pectigpelocation for Chinese companies and provide a
guantitative overview of Chinese firms’ alliancesaell as M&As in Europe. To illustrate the optingattern of
internalisation of Chinese firms in Europe, we #iddally use a case study of Chinese automotiveufaaturer
Chery Automobile Co. Ltd.
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1. Introduction

China’s spectacular economic growth and unprecedesniiccess in attracting inwateign direct investment
(FDI) has drawn much attention of both academioktbk and policy-makers alike. As China becomestapot of
global market, Chinese domestic companies are asorgly internationalized by establishing a netwark
subsidiaries abroad. The internationalisation atarby entering less-developed economies, partigultre
neighbouring Asian ones. Since recently, Chinesepamies started pursuing the internationalisatioategy by

aiming to enter advanced western economies.

In this strategy of internationalisation, Europeresents a particular case, mainly due to the Eaop
integration. Firstly, by entering only one membte, Chinese companidg factoget access to the entire Single
European market. Secondly, EU member states aldyhidiosyncratic, particularly, a difference in rkats is
highly pronounced between the western “Old Euroget the new EU member states of Central and Eastern
Europe. Recently, several studies emerged on thee&h outward foreign direct investment (OFDI) iarépe
(Nicolas and Thomson, 2008), with particular refieeto the distinction between the west and thé (Eéfppov
and Saebi, 2008). Despite the growing interest, uheerstanding of this new phenomenon remains rsiilier
limited. Lack of reliable and comparable data is thain impediment in the scholarly research onsthetegies of

Chinese companies investing in Europe.

Since recently, a new trend is taking shape. Ge@&inese companies prefer to enter Europe nottbnbyigh
FDI but also by establishing strategic allianceshwEuropean partners. In contrast to FDI, stratedi@ances
provide for more flexibility and less commitmenténtering a new and unfamiliar market. Traditiopadicholars in
the area of strategic alliances have focused aegfic alliances between Western partners, fronpéinspective of
Western firms. Since recently, the research has atidressed alliances between the Western and sghine
companies, in the Chinese domain, i.e. the alliarwere aimed at the Chinese market and this cotperaas

initiated by the Western multinationals.

However, lately the story changed, as the Chinesapanies started to have motivation to go abroatl an
initiated strategic alliances actively with Westemultinationals with the purpose of access of Eaeypmarket.
Due to novelty of this phenomenon, it remains dyeander-researched academically. Publicationshantopic are
limited to a few consultancy reports. This papeansito fill this gap in the literature and investgalliance

management of Chinese companies in Europe.

On the basis of the strategic alliance literatuection 2), we develop an analytical model (Sec8yrto
explain strategic motivations and behaviour of @san companies establishing strategic alliances Rittopean
multinationals and gaining access to the Europeanket In the section 4 we provide an overviewhef nagnitude
of the phenomenon of Chinese corporate activityedi@t entering Europe, either through greenfieddussitions or
strategic alliances. We strongly emphasise the hesjeup nature of Chinese internationalising conigan
(especially those without the governmental supp®v® use the case of Chery automotive companyustriate the

conceptual framework (Section 5). The case is ahssece Chery is a young and dynamic company, elgtivsing



strategic alliance to enter European market. It mawe as an excellent example for other Chinesepaanies.

Finally, the paper provides managerial implicatibnth for Chinese and European companies (Secjion 6
1. Firm Internationalisation: Strategic Alliances vs.Foreign Direct Investment

2.1. Emerging multinationals: theoretical insights

Firm internationalisation has traditionally beendarstood through FDI (either greenfield investment
acquisition of a domestic firm) leading to estdmiient of overseas subsidiaries / affilidtescademic literature
first addressed this issue starting from the 1&80%, looking at the internationalisation of US pamies and their
penetration to Japanese and European market8\lagh-North” flows. The theory has originated frahe seminal
works by Penrose (1959), Hymer (1976), Vernon ()9€&ves (1971), Buckley and Casson (1976), Hennart
(1982). Dunning (1977) combined many of these doutions in his eclectic paradigm, or OLI (Owneshi
Location — Internationalisation) model for analysiMNCs’ internationalisation patterns. The eclegiézadigm has
been widely used to describe the strategic behaobMNCs.

Later, as the multinationals from advanced econsmsiarted internationalisation to developing cdestr
“North-South” flows, a whole stream of research eged within the framework of “development studie$he
issue of FDI spillovers has become an establised af research with a multitude of studies (indusbntext,
country-context) (Blomstrom & Kokko, 1997, 1998).

A recent trend that became pronounced at the erileofi990s — early 2000s is the internationalisatb
companies from developing / transition / emergicgr®mies. As these companies go global, their poesaot
only showed in developing countries (“South-Southivs), but in advanced economies too (“South-Nobftitws).
A nascent stream of literature has analysed inkdéps issue, with the debates essentially centargund the
qguestion whether this kind of internationalisaticepresent a qualitatively new phenomenon or multnal
companies from emerging economies simply stantieaearly stage of their development (Ramamurti Simgh,
2009).

Bartlett and Ghoshal (2000) argue that compani@® fileveloping countries internationalise in oradeseize
the opportunities abroad even if they do not nemdgshave unique ownership advantages based oerisup
technology or competitive products. In other woidsprder to address their lack of specific contpatiadvantages
(a key prerequisite in conventional explanationsntérnationalisation) the firms from emerging egories invest
abroad to take advantage of the new context (Sau2805; Goldstein, 2007; Bucklest al, 2007; Gammeltoft,
2008).

Matthews (2006) underscores that the strategic gb#the latecomer multinationals is to catch-uphwtihe

incumbent multinationals, and move as fast as plesfiom imitation to innovation. This strategicajdés achieved

! MNCs can own various types of entities abroad uidiclg subsidiaries (enterprises incorporated irt hoantries in which the
MNCs directly own more than a half of the sharasjociate companies (enterprises incorporatedshdoantries in which the
MNCs own at least 10%, but not more than half, led shares), and branches (wholly or jointly ownedhecorporated

enterprises, such as offices of the MNCs). Thessettypes of entities together are referred tooasidn affiliates (UNCTAD,

2008, p. 249). This study focuses on subsidiatiesynits most directly controlled by MNCs.



through linkages with the global value chains, taging of their capabilities, and repeated pradiéaditating the
appropriate learning. While these approaches andepses are often characteristics of acquisitioassets in

advanced economies, they can also be performérdifotm of a strategic alliance.

The phenomenon of strategic alliances started ito gignificance in the global business since th80k9 and
the academic literature on strategic alliancesbiumgeoned over time. Presently, more and more westenpanies
engage in strategic alliances. Strategic allianaese born from collaboration between multinationflem
advanced countries (“North-North”). As the litenaun this field has developed, scholars start iloglkalso at the
collaboration between western multinationals anchganies from emerging economies (e.g. Duystéid, 2007),

however these studies remain scarce.

It should be noted that these two strands of liteea(investments by multinationals from emergiogreomies
and strategic alliances with companies from emegrgtonomies) remain rather isolated from each othéhe next
section we shall elaborate on the nature and fesunir strategic alliances and further provide apganative analysis

between FDI / subsidiaries and strategic alliances.
2.2. Strategic alliances

Definition of strategic alliances evolved for a ¢ptime since it emerged in the 1960s. A large nunufe
studies have provided examples of strategic aianm forms of internal ventures, joint venturesnarity
investments, co-operative agreements and R&D patiies as well as franchising. Technically, thesenk are

classified into three categories full-equity owrgps partial ownership and no ownership controls.

Yoshino and Rangan (1995) define three necessasyfficient conditions of strategic alliances to dethe
academic basis of strategic alliances’ definitiofLl) Two or more firms or organisations try to isala set of
common goals they agreed on; (2) Partners haveataver the alliances and share in the generadedraages; (3)

Partners continuously contribute to one or mor&styic areas of the alliance.

Scholars followed these three conditions and thasbeen an agreement that strategic alliancegsackto
denote a variety of inter-firm relationships (Osb@nd Hagedoorn, 1997); or intensive cooperativangements
between two legally independent entities, aimegkalising competitive advantage for both partnérs anet al,
2001); or temporary cooperative agreements in whichor more firms share reciprocal inputs to slimproved
competitive positions for the partners involved haintaining their own corporate identities (Heiks, 2004).
In summary, strategic alliances can be definedgreements between two or more partners as a catiperform

towards a common goal by sharing necessary ressuasevell as coordinating activities

Strategic alliances are considered as the mosbiermode of collaboration. They can be pattermetdims of
collaboration with suppliers, customers, compesit@mrganisations that offer similar products irfatiént markets,
organisations that offer different products in $amimarkets, non-profit organisations, governmeuntsyersities,
and others. Based on the degree of integratioategfic alliances vary from service agreements aahding and
franchising to technology exchange agreements tsoarcing and collective research organisationstartaighly

structured joint ventures.



Any firms especially the technology- and knowledigesed ones face a series of difficult decisionsh aas
whether to develop certain product independentlyoocollaborate with partners. Collaboration enaldiems to
achieve the goal at faster rate and at less costsky compare to what can be achieved alone. Migely
acknowledged in the strategic alliance studies fihais preferring independent development haveay for much

more cost and higher risk than that in the collabing manner.

Firstly, opportunities can be offered by inter-fistrategic alliances to obtaihe complementary competence,
skills or technology in the fastest wagcause fewer companies are able to developeatdhessary skills in-house
and expand cycle time to develop complementary kihifyainternally. Secondly, strategic alliancesopide
companies witldramatic flexibilityand help themeduce the commitmeirt their assets. This is rather important in
today’s technology-oriented markets where innovat®the primary determinant of success. Compathiaes are
committed to the fixed asset will be ultimately Wwad out. Thirdly, strategic alliances are accompariby
knowledge exchanges between collaborating partaats it offers companies an important chanceexecute
organisation learning Close contacts with other firms can facilitate thansfer of knowledge especially the tacit
knowledge between firms and the creation of newwkedge that individual firms could not have creatddne
(Mowery et al, 1998). Fourth, since technology depment is characteristic of expensiveness and rtaiogy,
R&D cost and risk sharingpecome the objective that companies have to aghiewally, the establishment of
industry technology standard promotes the alliath@sed collaboration in order to expand technolstgyndard at
the commercialisation stage (the compatible andptementary productillow the unified standards)n certain

industry network-formed alliances are establisteeprevent from the multiple competing standardsigp@imerged.

Strategic alliances additionally provide particifsawith opportunities to (a) access market; (b)ebate the
return on investment; (c) access resources suctoagplementary technology; (d) create efficienciesough
economies of scale and scope or through rationialisg(e) open up otherwise unattainable investnogtions; (h)
co-opt competition.

The significance of strategic alliances is expldibg the fact that alliances promote the capabgitywth not

only by leveraging existing skills, but more alsoduickly and flexibly accessing the capabilitigothers.
2.3. Strategic alliances versus FDI

In this paper we seek to look at these two waylrof internationalisation (FDI versus strategidaailces) as

two sides of one coin, and to provide a comprelvensdimparison between them (Table 1).

Firstly, there is a fundamental difference betw#engoals and motives of establishment of subsetizand
formation of strategic alliances, which translatgoi the flexibility and managerial control. Subsidés are
established as part of the corporate group, witlarticular motive (serving host country market, darcing in the
most cost efficient way, seeking strategic assetsxawledge), these motives are not mutually exaduand may be
combined in the strategy of a particular subsididitye fact that subsidiaries are established bgrant company

entails that the HQ holds a certain percent of tgqui this daughter company. Besides, establiskirgubsidiary



(particularly a manufacturing one) may be very lgostherefore, a newly established subsidiary @srfed within a

long-term corporate strategy of the corporate group

Table 1 Comparative analysis of strategic allianceand foreign direct investment

FDI / Subsidiaries Strategic alliances

Goals and | Establishing corporate presence in a particul&ecuring presence on a particular market
motives country with a specific motive (resource-, | through collaboration with a partner
market-, efficiency, asset-seeking)

Flexibility | Subsidiaries established through FDé gart | Very flexible. Strategic alliances are formed
of the long-term strategy of the MNC parent for achieving a specific goal and once this
company. Subsidiaries evolve over time goal is achieved, the alliance agreement ends

(scope of functions, competence, etc)

Managerial| A company is qualified as part of MNC if the Both sides retain managerial control over their
control HQ has more than 10% of stake in it. As a | respective companies
rule, MNC HQ seeks to retain full control over

subsidiary operations.

Source:authors

As for the strategic alliances, they are estabtistre a temporary basis in order to achieve spadificiefined
common goals of two independent companies. Onsectiinmon goal has been achieved, the need fospbisific
strategic alliance vanishes. The allying compargesain independent and do not establish a newydastit is the
case with joint ventures).

The choice between strategic alliances and FDIbeaexplained by the transaction-cost theory. Tp@ach
has been used to explain many facets of stratéiggn@es (Young-Ybarra and Wiersema, 1999). Acawgdio the
theory, organisation units were considered to belmmore individual and self-fulfilling, and alliaes were viewed
as separate business cases, or single transdudibnsed to overcome market failure and industoalstraints. The
advantages of alliances are frequently interprdigdtransaction-cost theory. However in recent timbeg
introducinginformation asymmetry argument and indigestibiitgument,a number of studies have contributed to
further theory-building in transaction-cost the@mamework (Balakrishan and Koza, 1993; Reuer anzak2000).

Information asymmetrgrgument maintains that information about the itgpahd performance characteristics
of the relevant assets is not a common knowledge,the information provided by the present ownees/ rhe
opportunistically biased, causing adverse selegtimblems. Internationalisation in terms of outw&idl is more
likely to induce these problems, additionally dwe dultural gap and geographical distant@digestibility”
normally occurs in FDI projects when multinatioma@mpanies have to incorporate acquired assets, asbbcal
manufacturing or service units, into their supphain. Depending on the balance of bargaining pdweéween the

foreign multinational company and a domestic fitardet for acquisition) as well as host country ggovnent, the



multinational may be forced to incorporate a numiseunwanted players in the host economy, “attathedhe
acquisition target. Such situation will definitdgad to high management costs for the multinatieoahpany; and
these costs may be hard to offset by higher yigluse the “attached” actors and assets may beatedeto the core
business of the investor. Furthermore, the sitnatan be aggravated by the differences in orgaoisst and

national culture.

To sum up, these two arguments are complementagacth other. Information asymmetry is most useful i
explaining the prospective partner firms that hbtiie firsthand or second hand information aboatle other. On
the other hand, indigestibility argument focuses tbe differences in assets of collaborative pasthemd

additionally it can explain the difficulties of fylinvestment in other country.
2. Analytical Framework of Chinese Companies’ Entry irto Europe

While the trend of internationalisation of companfeom emerging economies and their entry in adednc
markets is not entirely new (Gammeltoft, 2008)sibnly recently, that the attention of scholarsehbeen drawn
specifically to the activities of Chinese interoatlising companies in Europe. Recently, a numbestuaies (Di
Minin and Zhang, 2008; Nicolas and Thomsen, 2008elM et al, 2009) have identified a new trend whereby
Chinese companies increasingly seek to enter thepEan Union and establish their presence in thgl&iMarket.

In order to describe this emerging phenomenompdl and Saebi (2008) coin a term “Europeanisatior€aning
“sustained efforts to enter competitive Europeanketar to strengthen the presence in Europe withgtied of

getting access to superior technologies, know-hoesv@mpetence

While Chinese companies, as a rule, pursue onlynooive in developing countries (e.g. resource-sggk
one in some African countries, or efficiency-segkim others), there are numerous indications thatstrategies of
Chinese companies in relation to the European nemke multifaceted and driven by a variety of wedi These
motives include access to markets, technology, kedge, management skills, brands, as well as seardbr

efficiency gains.

The new stream of studies on internationalisatib@linese companies has traditionally looked atf¢ineign
direct investment (either greenfield investmenaoquisition) as the main way of entering foreigrrkat However,
as the previous section highlighted, strategi@aatles emerge as a reasonable alternative to Rid flar companies
wishing to internationalise and enter competitioeefgn market. Therefore we consider FDI and ggiatalliances

combined.

We explicitly take into consideration the regiom@ionomic integration in Europe. Membership in thecb
may affect countries’ locational advantages. Pneslip “outsider” economies become ‘“insider” econa@ni€hey
must reorient their economies to the supra-natiowains established by the core countries (Benit Marula,
2007). Even more so, the European integration masght benefits to multinational companies that cemw

reorganise their network on a wide-European scitleowt being constrained by national borders.

Many multinationals have developed and implemepi@a-European strategies (Morrison, 1990; Chesgtais

al., 2000; Rugman, 2000). In particular, several Enlsan-depth investigated responses of Japaneimationals
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to the European integration (Balasubramanyam & @reey, 1992; Yamawaki, 1993; Ford and Strange, 1999
Overall, the disappearance of borders among a gubupuntries implies for multinational companiésttthey can
serve the whole economic bloc from only one subsjdbased in the bloc, instead of serving fragnenegional
markets separately. The interrelation between thgional economic integration and the capabilitiesl a
competences of multinational companies was neatlynsarised by Pearce and Tavares (2000: 26) wha dha

“the best activation of MNE's capabilities and tatemight be within a regional groupihg

In a similar manner, emerging economies’ multinais and Chinese companies in particular, havésezhl
the benefits of entering the entire Single Markebtigh only one member state. Filippov and Saet0g? define
two types of Europeanisation: the 1st type of Eaasjisation — entering the EU through Western Ewaopeember
states, and the 2nd type of Europeanisation —tiaggaew EU member states in Eastern Europe. Irsdéimee vein,
strategic alliances can be formed either with WesEuropean companies, or with companies operatirktpstern

Europe.

Combination of two types of Europeanisation (Westeurope and Eastern Europe) and three differgrasty
of internationalisation (greenfield investment, aisgion and strategic alliances) yield six potahcenarios of

Chinese companies’ access to Europe:

. Scenario A — greenfield investment in Western Earop

. Scenario B — greenfield investment in Eastern Egirop

. Scenario C — acquisition of a domestic company asi&n Europe

. Scenario D — acquisition of a domestic companyast&rn Europe

. Scenario E — formation of a strategic alliance wittompany in Western Europe
. Scenario F — formation of a strategic alliance waittompany in Eastern Europe

Scenarios A, B, C and D have been in-depth studid¢ite nascent strand of literature on internatisaion of
Chinese companies. For instance, Filippov and S266i8) argue that while Chinese investors eye #edturope
as a repository of technology and know-how and édhe dominant business strategy is mainly acdimisiof
existing (engineering and manufacturing) compaf&senario C), Eastern Europe represents a sliglitigrent
case. It is a destination for efficiency-seekingefgn direct investment, with the purposing of bbshing
manufacturing base and exporting to the West dwty Within the boundaries of the Single EuropearketaThe
European regulations require that more than hathefvalue of parts and labour used in the prodoatiust come
from within Europe. The rest may come from Chimatlzat Chinese companies may capitalise on theirclost
base. Manufacturing costs even in the new EU mersta¢es are much higher than in China and yetfattethat
goods produced within the EU borders may be sotg-ftae across the Single market justifies manufiacg inside
the EU over import of these goods from a home lragghina. This strategy — moving a key part of dymhains

closer to customers — enables to decrease traasipartosts and avoid tariffs.

Overall, the distinction between six different seeos is summarised in the Table 2.
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The choice for particular scenario is determined ébywumber of factors, such as business ownership,
international diversification, and internationapexiences. Greenfield investments and acquisitiscsnarios A, B,
C and D) are preferred by companies having richangwinternational experience and/or governmentniiied
support. On the other hand, strategic alliancesn@ios E and F) are favoured by firms having nefatess

experience in internationalisation and governmecgtives.

Table 2 Strategies of Chinese multinationals enteng Europe

Western Europe Eastern Europe
Greenfield Scenario A Scenario B
nvestment Establishment of small-scale subsidiaries | Establishment of subsidiaries with basic
with basic functions, such as support to tradiinctions, as well subsidiaries engaged in
sales representation, etc assembly and low-cost manufacturing
Acquisition Scenario C Scenario D
Acquisition of engineering companies Acquisition of manufacturing units, with the
possessing strong competence and know-| purpose of manufacturing at lower cost than
how. Use of this competence not only in thein Western Europe.
newly established subsidiary but also in other
units of the corporate network.
Strategic Scenario E Scenario F
alliances Chinese companies prefer to enter in Chinese companies form logistics and
technology alliances with Western Europeamarketing alliances that can help them
companies understand the market conditions in Europge
and adapt to the European standards and
technological requirements

Source: authors

Furthermore, the “demonstration effect” is involviedthe international alliances initiated by Chieeside.
Even though this effect is originally proposed e tinward FDI theory where host country firms mapyg
behaviours of foreign investors in way of manufaicty, marketing, and management, we argue thatettiéxt is

also possible applied to the internationalisatibhast country’s company.

Emerging economies’ companies such as Chinese fimitate the behaviours and emulate strategieseif t
advanced countries’ partners who established greBence host country. Thus Chinese companiesnsé&ihg use
of strategic alliances that were originally usedyoby their advanced partners in Chinese domestizket.
Similarly, Chinese firms use strategic alliancesfareign markets in order to smoothly access theketagain

control over strategic assets, and build advantageollaborative network. However, on the otheesitlis Chinese
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firms who initiate the outward alliances, aiming ftather obtain superior technologies and accesadimanced

market.

There are indications that in Eastern Europe (S@erg, Chinese companies form logistics and manket
alliances that can help them understand the madkeaditions in Europe and adapt to the Europeardatals and
technological requirements. And on the other hahdy prefer to enter in technology alliances withedtérn
European companies (Scenario E). This strategybeaexplained by distinction between — tacit skitisEastern

Europe and codified knowledge in Western Europe.

To sum up, Chinese firms wishing to enter Europé aestablish their presence on the continent, have s
possible scenarios at their disposal (as well ag tombination in various forms). These strategié<hinese
companies in Europe are determined by a numbeaaibifs effects, such as industry-specific, ownerspiecific
and presence of prior experience. For examples-stahed Chinese companies have a natural advaintagens of
availability of cash, and therefore they might preto acquire a European company in order to oltdircontrol.
On the other hand, cash scarce private firms may ifidifficult to enter Europe through FDI, andnle strategic
alliances seem to be a natural option. In termriafr gexperience, companies going abroad for thet fime, might
engage in partnership with European partners égfimalliances), rather than pursuing internatiisagibn on their
own. And on the other hand, Chinese companieshaat already accumulated experience of workingurope

may be more decisive and pursue active investnteategy.

In order to support the proposed conceptual framieywee present an overview of strategic alliancesated
by Chinese companies in Europe; further, we shatlysthe case of a Chinese automotive produceryChaich

relied heavily on strategic alliances in its inegfanalisation strategy.
3. Overview of Chinese Companies’ Entry into Europe

Traditionally, western companies have sought pahip with their Chinese counterparts. By establigh
such strategic alliances, western companies getpgortunity to tap into the enormous 1.3 billionnsomers
market. Since recently, however, a reverse trendcigasingly taking shape. This is labeled as #ébké outward
alliances” — strategic alliances initiated by Clsmefirms as a goal to access overseas marketsholegl,

managerial know-how and so on.

For our analysis, we chose Thomson SDC as a safrstrategic alliances and M&A, as (1) SDC is the
alliance & M&As database that has been most comynesiéd in empirical studies and quite identifiediharticles
published in top strategy journals suchAsademy of Management Journal, Administrative ®eieQuarterly,
Management Science, Organization Science, andegicaManagement Journaketween January of 1990 and June
of 2008 (Chilling, 2008); (2) half of the alliancesported in SDC are accounted for research anuhtdaogy
alliances that play a prominent role in both indusind research; it provides information over a eviginge
including global new issues, securities tradingrgaes and acquisitions, and a very wide range odeagent types
such as joint ventures, research and developme&iD)YRagreements, sales and marketing agreementglysup

agreements, and licensing and distribution pa8)sTlie SDC database covers the widest range adrsett reports
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at least one alliance for each of 1,059 four-d&féindard Industrial Classification (SIC) codes lmetv 1985 till
now. The agreements between industrial partnersuancersities & public research institutes are mpooated as
well; (4) SDC database has extensive searchingyabihrough SDC, researchers could easily seanct2®0 data
elements associated with the name, SIC code, mditipof participants, the terms of the deal, aedldsynopsis for
each alliance agreement. The data searched in $DCasily exported in a user-defined format sucliasel
spreadsheet. Also, it provides users with a referdn the data sources, enabling the users toyviafibrmation

offered by the database.

The SDC database provides a large number of daiat alliances participated by Chinese side. Fréndah.
1985 till 3T Dec. 2008, we can find 9533 alliances participdigdChinese firms. Of these 9533 alliances, 1745
technological alliances were conducted in high-téetiustries such as biotechnology, computer equiyme
electronics, communications and others; 548 aléanare R&D agreements; 320 alliances are abouhadémdy
transfer. In the same time range, the SDC databtises 19323 M&A involved Chinese side, of which8B&

M&As are ones that Chinese side was target firms.

However through our study, we argue that the resuffitained from it should be treated with cautidre
identify that the number of Sino-foreign allianaadlected by SDC database for Chinese case issncomplete as
it is in reality. Especially recently, when manyemational alliances were initiated by Chinese sallarge number
of them were not recorded immediately. It can h@l@red by the fact that language used to annoaltieeces was
Chinese and these announcements did not appelae international media. Hence, an internationahloi@ge such
as SDC could not collect this sort of data as sa®mossible. Furthermore, the data missing is nigktto the
different understanding about alliances. In Chimmst companies consider collaboration in the sarag as
alliances. And to large extent, they are more j¥ikéd announce alliances publicly in terms of irfiem
collaborations. The definition of alliances was deeply understood by Chinese entrepreneurs, ar €hénese
academic scholars. We argue another reason mighhdeultural-oriented customer in releasing infation.
According to our roughly investigation, only at m&86 of Chinese firms have official website orightewards in
international customers and partners (in Europaaguage), and of these 5% the major part are tims fhat have
already internationalised. This situation is aeetiion of the fact that Chinese firms are stillrkéag techniques and

approaches how to inform stakeholders and wideieaagd worldwide about their strategies and collations.
4.1. Chinese outward alliances

Despite the absolute numbers provided by ThompsandRs SDC database should be treated with cawtien,
may have confidence in relative numbers and ingéeeral trends. As Figure 1 indicates, this phemmmeof

Chinese outward alliances has its roots back imtige1980s.

Comparing to the total number of strategic allianf@med worldwide annually (around nine thousattiuk,
number of Chinese outward alliances is quite smdlertheless the data clearly indicate that thevand strategic

alliances by Chinese companies are a fact andyeadiserving its full theoretical and empiricaléstigation.

Regarding global alliance activity with regard tbida, inward alliances (by foreign firms to Chirsgcount
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for the main part, however outward alliances fromina are attracting much more attention. In theiti@enal

understanding, outward alliances are defined asaliences initiated by Chinese firms with foreignmpanies
either located in China or overseas. In order &arty look at the trend of outward alliances thain@se firms
conducted with foreign side and overcome the drakdaf SDC database, in this study we purposivelfind
outward alliances as alliances established betw@nese and foreign side but happened outside afaCihe
advantage of this definition is that it implicate location in which alliances happened, and @ndther hand
indicates the extent of initiation of Chinese firms participate overseas alliances. Moreover, iplicitly

underwrites that the firms that have this chanceoteduct outward alliances must be the ones that hafficient

technology capability or international experience.
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Figure 1 Total number of Chinese outward strategi@lliances formed worldwide
Source: Thompson SDC database, calculated by asithor

According to our definition, the trend of Chinesatward alliance since 1985 (Figure 1) is overviewEke
trend is unstable, but since 2003 it follows thengy. This is caused by the increased competitioBhina’s home
market as well as strong government encourageme@hinese firms going abroad, and Chinese firmsirdeto
learn from abroad. Some drastic changes in thedtege associated with changed in China’'s macroenano
environment. For example, the sharp increase frd@2 ith its peak in 1994 was caused by the stgmgrnment
support. At that time, the companies that havintyvaud alliances were mainly the ones that had govent as a

major stakeholder. The wholly or partially statered companies became the first group of firms gaimgad.

The remarkable increase in outward alliances isroEd from 1999 to 2001, and can be explained by th
government-led “go global” policy initiated in 199Buring that time, private firms were the secondup of
companies going abroad because both private ane-@tmed companies realized that the previous ypabhc
“market-exchanging-technology” should be adjustedinese firms also needed to technologically ldesm their
foreign partners and expand market to oversea&rfowledge acquisition. Even in the period of Askinancial
Crisis in the end of 1990s, outward alliances vatitethe main mode for Chinese firms to executaéng process.
Our another finding regarding China’s inward altias is that especially in the economic crisis winevard M&A
and alliances were decreasing, outward allianoas f€Chinese side were not impacted so much. Aro@dl 2

outward alliances faced another peak, due to Céiaecess to WTO. One significant dropping of outhaliances
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in 2003 was exactly caused by SARS epidemics ekpjoat that time. Since 2004 till now, outward alices have
kept rising.

4.2. Sino-European strategic alliances

The Figure 1 provided a global view on the outw&tdnese alliances. A sizeable part of these akiarare
taking place in Europe. We use the database ThampB& database to study the pattern of formatiostrategic
alliances between Chinese companies and Europeamepa We select four five-year time periods towtthe
magnitude of the Sino-European alliances. These feriods are 1989-1993, 1994-1998, 1999-2003 &0d-2
2008. The results are presented in Table 3. Tis¢ dolumn of each period represents the numbeirafegic
alliances, established in a specific country, inclka Chinese firm is part of. The second columthésnumber of
strategic alliances, established in a specific tguin which a Chinese firm is a part and anotpartner is local
firm. The difference between the columns is thatldst column includes alliances only between CGlgrend local
partners (i.e. a firm registered in the respectiventry). While the number in the second columrvjales a total
number, including alliances concluded between an€e firm and any other firm, might well be, itiiself a
foreigner on the target market. As the data shakes,majority of Chinese firms prefer to establisiaaces for

specific markets with domestic firms.

Table 3 Overview of Sino-European strategic allianes

01.01.1989 - 01.01.1994 — 01.01.1999 — 01.01.2004 — Total
31.12.1993 31.12.1998 31.12.2003 31.12.2008 alliances
EU15 22 21 61 44 12 10 5 2 100
EU12 4 3 1 1 2 2 4 2 11
EFTA 0 0 3 3 0 0 0 0 3
us 29 27 79 70 39 34 22 22 169
Japan 37 34 67 64 19 17 9 9 132
Canada 2 2 5 5 5 5 10 5 22
Australia 0 0 15 11 23 19 17 16 55
EU27 26 62 14 9 111
Total developed 94 231 100 67 492
Share of EU15, % 23.40 26.41 12.00 7.46
Share of EU12, % 4.26 0.43 2.00 5.97
Share of EU27, % 27.66 26.84 14.00 13.43
Total outward
Chinese alliances 201 451 281 259 1192

Source: Thompson SDC database, calculated by asithor
Note: EU 15 is defined as a total number for AastBelgium, Denmark, Finland, France, Germany, Greéreland, Italy,
Luxembourg, The Netherlands, Portugal, Spain, Sweael UK. EU12 is defined as a total number forgatif, Cyprus, Czech

Republic, Estonia, Hungary, Latvia, Lithuania, MalPoland, Romania, Slovakia and Slovenia. EU2dssum of EU15 and
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EU12. EFTA (European Free Trade Area) is defined ttal number for Iceland, Norway and Switzerlahkis is the present
regional grouping; for consistency of analysis vee the same groups throughout the four time persaouse 1989 till 2008.
“Developed economies” is the aggregated numbeEt27, EFTA, US, Japan, Canada and Australia.

The outward Chinese alliances in Europe refleciggmgeral trend: slight increase in the first perigbwth in
the second period (the mid- / late 1990s), and namaaller number in the third and fourth period (uil the year
of 2008). Chinese firms form alliances with parthén different locations, dominated by the SoutlstEasian
region due to geographical and cultural proxim®yerall, over the period of 1989-2008, developicgreomies

attracted 59% of Chinese outward alliances, whiedeveloped economies — 41% (Figure 2).

Developed
countries 41%

Developing
countries.
59%

Figure 2 Destinations of Chinese outward alliance4,989-2008
Source: Thompson SDC database, calculated by asithor

For our analytical reasons we focus only on dewsdopountries, mainly on the three poles (the Triad)
Europe, Northern America and Japan (Figure 3). y&ingly, US (34%) and Japan (27%) emerge adehding
spots for Chinese outward alliances in developeddadhe United States is the technological andritial global
and hence Chinese firms seek to tap into the tdegp@nd know-how there, as well as access the ehallpan is
the favourite destination for the same reasons, fanthermore the geographical and cultural proxymnig an
additional advantage. Europe is next in this ragldnd has a consolidated weight of 23% (EU15 — ZBFGA —
1% and EU12 — 2%). The ranking is concluded by #alist (11%) and Canada (5%).

What is more interesting is that in the dynamicspective (Table 3), the role of EU12 (Eastern Eajdp
rising, particularly since the year 2004, when #zstward European enlargement took place. WithenBb15
group, France, Germany and UK emerge as the tdndtsns, as the largest number of alliances vetabdished
there. This ranking confirms technological advaneemof the European economies. Within Eastern Europ
(EU12), it is Czech Republic, Poland, Bulgaria &uinania that are the attractive for Chinese outvadliahces.
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Canada

Australia

Figure 3 Destinations of Chinese outward allianceis developed world, 1989-2008
Source: Thompson SDC database, calculated by asithor
4.3. Selected Chinese investment projects and acsftions in Europe

Chinese investment in Europe is on the rise, anadnly in the advanced European economies, butarEast
too. For example, according to Czechlnvest — Cadaehstment promotion agency, it negotiated 213 mfielel
investment projects in 2008, out of which 3 beldagChinese investors, with a total investment df45million
USD, and creation of 239 jobs (incl. 37 — for umsiy graduate$) While Chinese companies invest in greenfield,
they more actively engage in acquisition of Européams. Figure 4 present an overview of the amoaoht
acquisitions, where Chinese companies were theirdegside. We look at the number of deals sinae\thalue of

the deal is not available for all cases.
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Figure 4 The trend of outward M&A formed in Europe
Source: Thompson SDC database, calculated by asithor

Analysis of the Figure 4 shows that the acquisitiotivity of Chinese firms intensified roughly aftie year
2003. This is due to the impact of China’s acces#vfO in 2001 (time lag of two years) and the cepending
Chinese government policy to encourage domestitsfigoing abroad. From the data it can be seerttbahajority
of Chinese investments was located in Western Eutapd particularly in UK, Germany, France andyltaThis is

not only because these countries are technololgiading ones in the Europe but also due to theaatuM&A, i.e.

2 http://www.czechinvest.org/data/files/ci-investi2@08-priloha3-zeme-en-1348-en.pdf
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direct acquisition of foreign assets. It is, oredmand, consistent with the result that we fourminfralliances
distribution, and on the other hand additionallyfians that in terms of M&A, Western Europe is mattractive

for Chinese firms than Eastern Europe.

In order to find the specific reasons, we looked ithe detailed information about the industriesvtoch the
acquired companies belonged. In Eastern EuropeneGaifirms mainly invested in mid-technology indiest such
as energy, machinery, and communication equipnanting to access East European market through tmsi-c

competitive advantage.

However in Western Europe, Chinese firms investsieaypeared more diversified. In addition to mid-
technology industries that targeted also in Eastétmope, Chinese firms actively intensively investm
technology-oriented industries such as communinatioftware, chemical, electronic, and medical étecother
small part of industries that Chinese firms acgliie mainly located in service section, includingsurance,

transportation, etc.

Wood Products,

Furniture, and \ Communications
Equipment

Fixtures
4% ek

Chemicals and
Allied Products
Transportation 3%
Equipment
18%

Commercial
Banks, Bank
Holding
Companies
11%

Textile and
Apparel Products
4%

Communications
Equipment
3%

Electric, Gas, and
Water
Distribution
4%
Machinery
4%

Figure 5 Sectoral distribution of acquisitions in WWestern Europe (1992-2008)

Chinese companies that invested in Western Eurapenainly characterised by full or partial statenevship
(e.g. COSCO) or Chinese government policy suppag. (Haier and TCL). Overall, Chinese firms invegtin
Western Europe are seeking to bypass stringene tkadriers or avoid export barriers, to compenghesr

competitive disadvantages and to seek sophisti¢atduhology or advanced manufacturing know-how.

We illustrate this claim in a case study taking @Hed Co as an example.

4. Chery Catching-up model

The phenomenon of the Chinese direct investmeidiranced market has been studied quantitativelg. Th
findings have been often supported qualitativebing a number of case studies. However, scholanms teanded to
focus only on a number of Chinese companies, “ssccases”. For example, Chen and Tong (2003) udethded
case study on Huawei to show the R&D internaticgadilon pattern of Chinese companies but withoutparmg

the different cases. Duystertal (2009) provide an in-depth investigation of theecaf Chinese company Haier.
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In this paper we focus on the internationalisastrategy of Chery Automobile Ltd. Co, a young agdaimic
private company; presently it is the largest inchefemt Chinese auto manufacturer and one of thediagtowing
automakers in the world. Its internationalisatidrategy is characterised by late starting-up, éaswing-up and
sharp entering into international market. The comyplaas been very successful in acquiring advaneelnblogy
and establishing entrepreneurial culture. Cheryiternationalisation path advanced without the gowent
encouragement and government financial supportréftie, Chery is able to serve as a good examplgohg

generation of Chinese firms that develop rapidghtelogically.

The general inclination in the case studies of Efgncompanies successfully internationalising teaaded
Western economies is to focus on political motimatind incentives. For instance, the internatisatibn strategies
of both Lenovo and Haier were political supportgdthe Chinese government, and a number of othersfir
successfully operating abroad are directly coreblby the Chinese government (entailing not onlltipal but
financial support too). Therefore these companiedepred to engage in the greenfield and acquisitiés for
Chery, its case suggests that there is still arodppity to internationalise for Chinese privatergmanies (not able

to get easy access to capital). And this opponrtugsitealised through the active use of strateliji@rees.

In the research of Chinese firms’ catching up, @hmath is indispensable. Within the literature tedato
catching up, there is no research that has evetioned the similar model. This is might be becatiie group of
firms is the Chinese young generation, which iraéomal academic research has not involved in. et
significance is that it represents a young germmatf Chinese entrepreneurs’ globalisation minds®el from
another perspective reflects a creative transitiom an original equipment manufacturer (OEM) to aiginal

design manufacturer (ODM) and later to own brandind manufacturing (OBM).
5.1. Company Profile

Chery Automobile Co., Ltd. was founded in 1997 twe fof Anhui’s local state owned investment companivith
an initial capitalisation of RMB 3.2 hillion. Plamonstruction commenced on 18 March 1997 in thaliycof
Wuhu, China’s Anhui Province. The first car cametbé production line on 18 December 1999. And @rARgust
2007, the one-millionth car of Chery rolled out tassembly line successfully, which signifies thdtey has
already achieved its first-stage goal in the preagsbuilding a successful independent Chinesedyrand is now

on its way to create a world famous brand throyggning and innovatich

In 2006, Chery achieved a total sales volume of AW units, representing an increase rate of 6l0%é6
2005; and in 2007, the annual sales volume of Chesighed 381,000 units, increasing by 24.8% condpaith
2006. In 2007 also, Chery achieved an annual exymume of 119,800 units. As a result, the oversedss of

Chery had doubled again with an increase rate 2% 3anking 1st for 5 consecutive years in car exipoChind.

Chery is catching up not only in terms of car salg also technologically. Since 2003, it has egphnd
received 2452 patents at the State Intellectugbétty Office of P.R.China. This number includes Tientions,

3 http://www.cheryinternational.com/node/15
4 http://www.cheryinternational.com/node/15
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628 utility models, and 1109 external desmyr&his shows that Chery is focusing on incremeimabvations and

market-oriented innovations.

Now it has become China’s top car exporter and biggest Chinese local automaker. Chery has seven
assembly plants in Egypt, Indonesia, Iran, Rud$kaaine, and Uruguay and only in year of 2008 & kald 135000
cars to more than 80 countries/regions. Besidewglaitive in the overseas market, Chery’s prodsiats as Tiggo,
Eastar, QQ, and A5 are also very popular in domestrket. Chery is the only one automaker which reces its
own technology in producing motor engine, car partd autos in China. Its success is a miracle aprbvides us

many valuable experiences.

The annual growth of Chery’s cars worldwide issthated on Figure 6.
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Figure 6 Chery’s global car sales

Source: http://www.oica.net
5.2. Chery’s Cooperation Strategy

Chery’s development was accompanied by frustraethacks and failures. In the initial stage of pany
development, Chery had virtually no competitive attages (no government support, sufficient fundingrce,
technology, or skilled and educated workforce). 1I@heas established by a small panel of young peaptewas a
latecomer automotive manufacturer in a small tolat had never been paid as much attention by gmesrhas
other industrial-oriented cities such as Beijingpa@gchun, Shanghai and Wuhan. Chery’s successttigsited to

three major transitions, which were accompaniegdrgistent international cooperation.

The first took place at the initial stage when Gtfailed to find buyers of its branded motor engémel had no
choice but to manufacture car under its own brdandorder to rapidly grasp the basic knowledge ofigieing
automotives, Chery collaborated with a number afofaan and Taiwanese companies. Through this catiger

Chery’s engineers absorbed basic skills to desigrmcmotor-engines.

The second transition was caused by Chery's failuggurchasing a production line. The inferior kiedge

in automotive manufacturing caused Chery spendi@@ #illion on purchasing a second-hand manufauguline

® http://www.sipo.gov.cn
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that was actually obsolete. Chery learnt lessond ararted to establish collaborations with profassi

technological consultant companies from technokalfji@advanced countries.

The collaboration led to some positive results, dug to the cultural differences and financial peats, the
initial Sino-foreign collaboration was not as swesfel as expected. However, the technological kadgé that
Chery learned from prior foreign partners made €lsrccessfully transform to a car designer. Acegydop the
preference of middle class Chinese customers, Chacgessfully introduced the models @fiery QQ& Chery

Feng Yur(low emission vehicles at the lower price). Theickly dominated Chinese passenger-car market.

After that, Chery entered into the third transitioy which it successfully entered the internatiomeirket.
Chery’s intention in entering overseas markets wtsulated by its motivation to improve technoladic
capabilities through a network of internationallabbration. In order to obtain the latest car madal upgrade the
capability of Chery’s R&D team, Chery thereforeaddished a series of technical cooperation withaltadesign
companies (e.g. Pininfarina S.p.A) and other Wadkrropean firms such as AVL List GmbH. In ordeetder the
European and North American markets, Chery consetytcollaborated with Western European and North
American firms. Chery’s R&D was therefore forcedatmrord with European and North American’s latesission

standards.

To penetrate into bigger and more developed matietry applied a conservative strategy. It did
not enter West European market directly as othéng3e firms, but firstly accessed Mid East and East
European Markets for market nurturing with purptséncubate Chery’s products quality and reducing
the entering risk. In the collaboration with foneigide, Chery persisted in the ownership of itsliattual
property, which makes its ODM position become passi To improve brand awareness, Chery

established cooperation with well-known auto-vehitdanufacturers such as Chrysler.

To sum up, Chery’s internationalisation comes frmamy significant factors as indicated in Figure
3. However, the most important element is its péegice in international strategic cooperation. €her
could therefore obtain the basic technological Keoge and access the foreign market. With
collaborating with leading players in the autometimarket, Chery successfully increased their mangset
skills and technological capability. With strateglg accessing Eastern European market primarily
through collaborating with local logistic and matikg partners, Chery successfully avoided high-risk
and grasped the chances to nurture market and waphe product quality. Chery’s catching-up path is
significance in a way that it provides the evidetit Chinese start-ups may have a strong inigedivd
decisiveness to improve their technological cajtédsl It represents a departure from a traditional
growth pattern whereby capability improvement ofaiimand mid-sized companies must depend solely
on FDL.

Today, Chery has become an important player ininternational automotive market. Comparing with the

situation before, Chery has additionally appliettralative strategies such as merger and acquisifienause of
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incredible popularity of Chery’s car model, manywadced economies’ MNCs signed agreements with Chedy
Chery also started selling its successfully modaithers. In 2008, Chery sold its Chery Al (Chefly Beside well
known QQ model, will be the next economic moddhie European market), as well as in the USA and.AShery
signed an agreement with Chrysler AG. Under thiee@gent, the car is to be sold in Europe under Baulg
Chrysler brand, which will be determined individyaby each country. The target group is young peopl
appreciating style and individualism. Althoughsta typical city car (dimensions: 3,700 / 1,57852% mm) there
are a lot of technically advanced elements: McRerstlars, two-girth brake system, two air-bagse#ipoints
seatbelts, DVD player, GPS, remote control centvaking, electric windows and mirrors, rear parknsas.
Chery’s car had passed a lot of road and crast &$furopean standard. The car has already nest tonditions
of two companies: international technology standamkrvice, and sale, which set as necessary tossti@ on

overseas markets.

Technolog
Alliances

OBM & Market
Globalisatid Penetratio
n
Brand
Awarene

Figure 7 Chery Caching up Model

Our analysis above is consistent with the busipeissiples stated by Chery’s managenieGhery
underlines export and serving the foreign marksta elear strategic priority. Chery follows fiventlamental

principles in the international activity.

. Developing country first, then the developed couyntr

. CKD (Complete Knock Down) exports prior to vehiebgoorts

. Reasonable arrangement and regional radiation

. Cooperation first, then joint venture

. Establish wholly owned subsidiary, control oversemsketing channels

6 http://www.cheryinternational.com/node/aboutus
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5.3. Chery’s Business Principles and Competitive Acdntage

Chery’s case tells about the competitive advantafesost Chinese firms. As acknowledged, producisien
in China have advantage of low-cost. In additiosdaly’s Chinese firms are making effort to upgrabeirt
technological capability through international cergtion. The case of Chery tells us that Chinasesfihave large
potential to serve customers in different marké&sexample of penetrating Europe market, Chinasesfiprefer a
relatively safe way, preferring entering less-deped Eastern Europe through strategic alliancéissain order to
become familiar with local market rule, serve custos who welcome low priced products, and simutiasby

establish local network with partners in view ofrieting, logistics, and technology design.

This strategic behaviour can be described as “dopladgressing”, which means not only competing \Vatal
competitors in terms of low-cost, but also prepgarafor serving advanced markets in the future.nébé firms
have a large distinctive competitive advantage fthose advanced economies multinational companiésrins of
entering into foreign market. The low-cost advastatpgether with their rapid learning capabilityaigh an
intensive network of international cooperation pdes them with many opportunities to enter into aatbed

market.

The global economic crisis seemingly affected neasinomic sectors, with the automotive sector beimghe
most hit. The demand for cars is shrinking worldsyidnd in China too. In developed economies ittpeitieading
automotive manufacturers at the edge of bankrupttythese circumstances, these companies seem tnbe
attractive object for acquisition. In February 20®hanghai Daily (2009) reported that Chery is @ering
acquisition of some European auto companies witly leistories. It was further reported that Ford &dCo had
approached Chery as it tried to sell its Swedemrd&®lvo Car unit. Chery received a 10 billion URRn from the
Import-Export Bank of China, and hopes to use tHewncial resources to achieve its goal. It intBdathat the
economic crisis is in fact a perfect time for eniegglatecomer) multinationals to advance in theld/economy by

acquiring assets from advanced economies.

To sum up, success of Chery’s internationalisasivategy can be explained by a harmonic combinaifon

strategic alliances, M&As and acquisitions to achiés strategic goals and motivations.
5. Conclusions

This paper contributes to the growing stream efditure on the entry and activities of Chinese aigs in
Europe. This topic is of mounting importance fohaars, European businesses and policy-makers. tawthis
general issue is still underdeveloped by academluzreas the available information is either tooraggted or,

when accessible at a micro-level, largely anecdotédlagmentary.

We develop a conceptual framework incorporatingardipg FDI and strategic alliances as alternatje,
complementary vehicles of internationalisation @mtering European market for Chinese firms. In,féoe FDI
inflows from emerging economies have greatly ovadsiwed the popularity of strategic alliances amGhinese

firms. The paper aimed to underline the role plaggdhis form of business activity in the strateg@ Chinese
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companies. In terms of managerial implications,ghper sought to emphasise the nature of strasdigginces and

portray them as an alternative way of enteringgheopean Single market.

The paper has some limitations, as this is almhehys a case with the emerging phenomenon, dubeto t
scarcity of data. We use Thompson Reuters SDC dséato identify the general trends and numbershifigSe
outward alliances. Because the data provided byd#tabase are not full, we strongly call for esghiphent of a
comprehensive database that focuses specificallino-Foreign alliances as well as M&As. Such infation
should be collected from local Chinese media sauarel local company reports. In this way, schaamuld get a

fuller picture of the phenomenon under examination.

Our main findings suggest that internationalisatmfnChinese firms is a gradual process, whereby the
integrate technology and marketing/logistics altiesin an optimal way. The advantage of this imttgt strategy is
to leave sufficient time for companies from emeggétonomies to learn and absorb skills and teclyyolor tacit
and codified knowledge. Strategic alliances playital role in this integrated strategy. They off@rwin-win

situation for both partners as well for the goveemts.

The role of governments is importance, since adiprisof assets in Europe by newcomers — compdanies
emerging economies or even prospects of such atonifas stirred up controversies for a varietyredsons.
Commonly cited concerns include the potential olitigpal leverage by home governments and allegebialis
managerial practices.

In fact, the phenomenon of emerging multinatiorfeds raised an old problem of “good” and “bad” FDI,
other words, its developmental and detrimental itgayet this time in the context of developed ecoies as
recipients. It has been assumed that costs of F@h femerging economies outweigh their benefits Host
countries. Nevertheless, investment promotion aigesnof many European countries particularly tartedse
investments. For example, a number of Geriré@amderset up dedicated offices for Chinese investorg&a@anter, a
trade and business centre for Asian investors apen&larch 2003 in Budapest, Hungary, and Poliskestment

promotion agency PAIilZ annually publishes an inwgent guide in Chinese for Chinese investors.

However, other governments still show a certainrée@f concern and reservation. Strategic allianeg be
better received, as they offer an alternative meanmternationalisation for emerging multinatiogaland, if
managed properly, may lead to a win-win situati@cause they do not entail the loss of ownershigrabget

allow for technology learning and market acceskgav, 2009).

Although the precise nature of the policy respoissget to be investigated and designed, it is aaitihat
policymakers should resist calls for more proteism and other policies that restrict free flowsFail. In these
times of global economic crisis, with FDI flows dhe global scale set to decrease, investments lerging

multinationals may prove beneficial for Europeatiores (Filippov, 2009).
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