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Chinese Foreign Direct Investment in France:
Motivations and Management Style

Les investissements directs étrangers chinois en France :
Motivations et Styles de Gestion

La inversion extranjera directa china en Francia:
motivaciones y estilos de gestion

NI GAO
Kedge Business School

ABSTRACT

This research investigates the main motiva-
tions driving China’s foreign direct invest-
ment (FDI) in France and the management
style that Chinese companies adopt toward
their French subsidiaries. On the basis of
interviews with managers of 17 Chinese sub-
sidiaries in France, the authors identify sales
in French and European markets as the main
driver of Chinese FDI in France. Chinese FDI
in France also aims at building bridges to
African markets. The second FDI motive is
asset seeking. For managing their subsidiar-
ies in France, the Chinese companies adopta
polycentric management style. The Chinese
parent companies rely on French managers,
while Chinese expatriates adopt observa-
tional attitudes. This research confirms that
the Chinese government is closely involved in
Chinese outward FDI and supports both the
“linkage, leverage, and learning” perspective
and springboard theory.

Keywords: Chinese Foreign Direct
Investment, FDI Motivations, Chinese man-
agement style, France, Interviews.

JOHANNES SCHAAPER
IAE University of Bordeaux, IRGO

RESUME

Cette recherche examine les principales moti-
vations des investissements directs étrangers
(IDE) chinois en France ainsi que le style de
gestion que les entreprises chinoises adoptent
envers leurs filiales francaises. Sur la base
d’entretiens avec des managers de 17 filiales
chinoises en France, les auteurs identifient les
ventes sur les marchés frangais et européens
comme le principal moteur des IDE chinois
en France. Les IDE chinois en France visent
également a établir des ponts vers les mar-
chés africains. Le deuxiéme motif de 'TDE
chinois est la recherche d’actifs stratégiques.
Pour la gestion deleurs filiales en France, les
sociétés chinoises adoptent un style de mana-
gement polycentrique. Les sociétés meres
chinoises sappuient sur des managers fran-
cais, tandis que les expatriés chinois adoptent
des attitudes d’observation. Cette recherche
confirme que le gouvernement chinois est
étroitement impliqué dans 'IDE chinois et
soutient a la fois la théorie “Association, Levier
et Apprentissage” et la théorie du tremplin.

Mots-Clés : Management international;
Multinationales chinoises; Investissements
directs étrangers; Gestion des filiales; France

RESUMEN

Esta investigacion examina las principales
motivaciones dela inversion extranjera directa
(IED) de China en Francia y el estilo de ges-
tién que las empresas chinas adoptan hacia
sus filiales francesas. Sobre la base de entre-
vistas con los gerentes de 17 filiales chinas en
Francia, los autores identifican las ventas en
los mercados francés y europeo como el prin-
cipalimpulsor delaIED china en Francia. La
IED china en Francia también tiene por objeto
tender puentes hacia los mercados africanos.
El segundo motivo dela IED china es la bus-
queda de activos estratégicos. Parala gestion
de sus filiales en Francia, las empresas chinas
adoptan un estilo de gestion policéntrico.
Las empresas matrices chinas confian en los
directivos franceses, mientras que los chinos
expatriados adoptan actitudes de observacion.
Esta investigacion confirma que el gobierno
chino estd estrechamente involucrado en la
salida de IED china y apoya tanto la teoria
dela “Linkage, Leverage, Learning” como la
teorfa del trampolin.

Palabras clave: Gestion internacional;
Empresas multinacionales chinas; Inversion
extranjera directa; Gestion de filiales; Francia

Introduction

ccording to the World Investment Report (UNCTAD,

2017), in 2016, China rose to the position of the second-
largest source of outward foreign direct investment (FDI). FDI
outflows from China increased 44% in one year to 183 billion
U.S. dollars whereas China’s FDI outflows were 36% more than
the amount of its inflows. In Europe, the absolute value remains
small yet the numbers have increased rapidly, establishing the
continent as the most rapidly growing destination for Chinese
FDI. Hanemann and Huotari (2016) report that Chinese FDI in
Europe hit a new high record in 2015 and that China’s global
investment boom is unlikely to end any time soon. They under-
line that Europe has emerged as a main destination for Chinese

FDI, in line with a broader shift of Chinese investment from
developing and emerging to high-income economies. Within
Europe, France is with Germany and the UK, one of the big
three recipients of Chinese FDI, attracting 16% of Chinese
projects in Europe (AFII, 2015).

The last decade, academic research contributed to a better
understanding of Chinese FDI motivations, in general (Child
and Rodrigues, 2005; Buckley et al., 2007; Rui and Yip, 2008;
Amighini et al., 2011; Kolstad and Wiig, 2012; Peng, 2012; Deng,
2013; Yin, 2015; Luo and Zhang, 2016) and in Europe (Minin and
Zhang, 2010; Clegg and Voss, 2011; Zhang et al., 2013; Dreger et
al., 2015; Zheng et al., 2016). However, no researches consider
Chinese FDI motivations in France explicitly nor address the
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management styles and practices that Chinese companies adopt,
after foreign acquisitions.

To fill this gap, we have interviewed Chinese and French
managers of 17 Chinese subsidiaries in France with a double
research objective. First, we seek to deepen understanding of
the motivations of Chinese companies that invest in France.
In the past decade, quantitative research has offered some
macroeconomic conclusions about the reasons for outward
Chinese FDI, but a lack of qualitative, empirical research exists
to explicate the underlying motives for Chinese firms to invest
in advanced economies such as France. Second, related to their
FDI motivations, our research investigates the management
style and practices that the Chinese firms adopt after acquir-
ing a subsidiary in France. Only a very few academic empirical
researches (Fan et al., 2013; Wang et al., 2014) have explored
this question.

The findings reveal that Chinese companies pursue two
complementary goals when investing in France. First, market-
seeking Chinese companies want to increase their sales on
French and European markets, as well as on French-speaking
African markets or to compete back on the Chinese market.
Second, asset-seeking Chinese companies want to improve their
global competitiveness by acquiring strategic assets, including
industrial technology, advanced production methods, R&D
capabilities, international recognized brands and international
managerial skills. Regarding our second research objective, we
find that Chinese companies show a polycentric management
style, such that they rely on local, French and European, managers
and engineers to manage their subsidiaries in France. Chinese
expatriate managers, clearly engaged in a management learning
process, adopt observational roles. Our research suggests that
such polycentric management style is the consequence of the
market-seeking and asset-seeking motives which the Chinese
firms pursue with their acquisitions in France.

Our empirical research results contribute to reverse FDI
theory in several ways. First, we find that Chinese FDI in devel-
oped countries has both market-seeking and asset-seeking
motives. Second, we confirm the “linkage, leverage, and learn-
ing” perspective proposed by Mathews (2002, 2006). Third, we
see one case that fits the “springboard theory” (Luo and Tung,
2007). Fourth, our sample shows that many Chinese firms,
both private and state-owned, receive direct or indirect support
from the Chinese authorities, leading to “government-created
advantages” (Ramamurti and Hillemann, 2017), which enhance
FDI of Chinese firms with relatively few prior international
experience (Wang et al., 2014). Fifth, our research offers a new
theoretical lens to look at Chinese FDI in Europe, we call the
“bridging theory”. Some Chinese firms acquire French firms
with the aim of building a bridge to West-African markets,
which have strong historical ties with France. Thanks to the
distribution networks and knowledge about African markets
of their subsidiaries in France, Chinese multinationals seek to
enhance their sales on those French-speaking African markets.

Moreover, our empirical research contributes to the inter-
national management theory. In line with Miedtank (2017, p.
89), stating that “Chinese companies have adopted a ‘light-
touch’ or ‘hybrid’ approach toward managing their European
subsidiaries”, Fan et al (2013) and Shen and Edwards (2006),

we found that Chinese firms, after acquiring subsidiaries in
France, adopt a polycentric management style, relying on local
French managers while Chinese expatriates adopt an observa-
tional attitude. Like Wang et al. (2014), we find that Chinese
headquarters grant substantial management autonomy to their
subsidiaries in France. We advance four explanations for such
“Chinese” management attitude.

First, market-seeking Chinese firms lack knowledge of
French and European markets. Second, asset-seeking Chinese
companies need to maintain French engineers and technicians
and integrate their technological knowledge in the value chain
of the Chinese multinational. Third, most of the Chinese firms
investing in France, which are rather young and undergo a quick
internationalization process lack international management
experience. Fourth, Chinese firms want to avoid cross-cultural
misunderstanding and mistakes that might hinder the develop-
ment of their subsidiaries in France.

Agreeing with Luo and Zhang, (2016, p. 343) that “devel-
oped market-based FDI theories cannot adequately explain
international expansion of emerging markets multinational
enterprises”, we first consider in the next section the main
“reverse” FDI theories. Then we review the main FDI motiva-
tion taxonomies and consider the key characteristics of Chinese
FDI. After, we explain our qualitative research methodology
and describe the sample of Chinese subsidiaries in France. In
answering our research questions, we first detail the Chinese
companies’ motivations to invest in France and second analyze
the management style they adopt after acquiring a subsidiary
in France. In doing so, sharing Luo and Zhang’s (2016, p. 338)
belief “that more qualitative research [...] can bring more insight-
ful observations about the international process and strategic
behaviour of emerging market MNEs”, we answer Ramamurti
and Hillemann’s (2017) call for “more thick descriptions and
grounded research of Chinese MNEs”. This article concludes
with a discussion of our research findings and its implications.

Literature review

To emphasize our research goal and questions, leading to our
empirical approach, we review in this section successively
reverse FDI theory, FDI motivation taxonomies and the main
characteristics of Chinese FDI.

REVERSE FDI

Increasing FDI comes from emerging countries and flows to
industrialized countries. Traditional international investment
theories cannot explain such reverse FDI, because emerg-
ing country MNCs show essential differences from MNCs in
developed countries. For example, Chinese MNCs cannot be
compared with MNCs from developed countries, because they
tend to initiate FDI quickly, even without monopolistic or OLI
advantages nor any international experience (Ramamurti and
Hillemann, 2017). Therefore, in order to remedy the lack of
theory explaining emerging countries FDI, academic research
developed reverse FDI theory, of which the most representative
are the localized technological innovation theory (Lall, 1984),
the role of home country governments (Buckley et al., 2007;
Peng, 2012), the “linkage, leverage, and learning” perspective
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(Mathews, 2002, 2006), as well as the springboard theory (Luo
and Tung, 2007).

Lall’s (1984) developed the localized technological innovation
theory. He shows empirically that FDI from developing nations
is not necessarily confined to low-technology, small-scale, and
labor-intensive production. Through technology accumulation,
competitive advantages can evolve (Lall, 1984). Developing
countries’ companies might have abilities to absorb foreign
technical knowledge or to meet the needs of local consumers.
After an imitation stage, these companies also can improve the
absorbed foreign technology and sometimes become highly
innovative. This theoretical approach gives an asset-seeking
explanation for why emerging country firms invest: they have
accumulated a certain level of technological advantages, and
they are looking for supplementary technological resources in
industrialized nations.

Asavariant of this localized technological innovation idea,
Mathews (2002, 2006) asserts that the latecomer disadvantages
suffered by emerging country MNCs can be transformed into
a source of competitive advantage, through linkage, leverage,
and learning. In the linkage stage, the latecomer firm links,
through outward FDI and strategic alliances, with leading inter-
national firms in industrialized countries. In the leverage stage,
this emerging country firm turns its newly acquired resources
into opportunities, using them to upgrade its technology and
diversify its product portfolio. Through learning, the emerg-
ing country MNC increases its technological capabilities and
accesses new opportunities through repeated linkage, leverage,
and learning processes, evolving toward higher value-added
market segments. Recently, Thite et al. (2016), adopting the link-
age, leverage and learning perspective, show how four Indian
multinationals have evolved themselves to become credible
global players by leveraging on their learning through targeted
acquisitions in developed markets to acquire intangible assets
and/or following global clients in search of new markets and
competitive advantages. This theory offers a promising rationale
for Chinese FDI in France.

Researchers also note the role of developing country govern-
ments in FDI decisions by enterprises of that country (Buckley
et al., 2007; Peng, 2012). For example, the Chinese govern-
ment uses policy tools such as low-interest financing, favorable
exchange rates, reduced taxation, and subsidized insurance for
expatriates to encourage FDI. Chinese firms have responded
to these institutional incentives by venturing abroad (Peng,
2012). Ren et al. (2012) confirm that the Chinese government
has implemented economic policies that help Chinese firms
get cheaper bank loans to support their cross-border invest-
ments. These “government-created advantages” have comple-
mented China’s natural endowments and significantly improved
Chinese MNEs international competitiveness (Ramamurti and
Hillemann, 2017).

Luo and Tung (2007) suggest that emerging country MNCs
use international expansion as a “springboard” and acquire criti-
cal resources to compete more effectively against global rivals,
both at home and on foreign markets. Springboarding might
be a deliberate, long-range strategy to establish competitive

positions more solidly in the global marketplace. Luo and Tung
(2007) list several behaviors or activities typical of a spring-
board strategy. First, companies seek sophisticated technology
or advanced manufacturing know-how. Second, they try to
overcome latecomer disadvantages related to their consumer
base, brand recognition, or technological leadership. Third,
springboarding MNCs seek to counterattack global rivals at
home, avoid trade barriers, and reduce domestic constraints.
Such strategies also encourage Chinese MNCs to acquire criti-
cal assets from companies in mature countries, through merg-
ers and acquisitions. A springboard approach also might be
encouraged by national governments, which is confirmed by
our Chinese sample in France.

FDI MOTIVATION

Our first research question is to determine the motivations of
Chinese firms to do direct investments in France. Makino et al.
(2002, p. 404) define an FDI motivation as the reason that gives
an investing firm the impetus for investing abroad. Dunning
and Lundan (2008, p. 63), define FDI motivation more simply as
“the reasons prompting firms to undertake FDI”. Firms invest
abroad for many different reasons'. Building on Dunning’s
initial taxonomy, Dunning and Lundan (2008), point out four
main reasons for a firm to undertake, what they call, “foreign
value added activities” (op. cit., p. 63). First, resource seeking
firms look overseas for resources of better quality and/or lower
costs, of three types: physical resources, cheap, well-motivated,
semi- and unskilled labour as well as technological and/or
management expertise. Second, market seeking firms protect
existing foreign markets, promote new markets or have to fol-
low main order-givers. Their direct investment is motivated by
the wish to adapt goods and services closer to local consumers,
the search for lower production or transportation costs in host
countries, the choice to be strategically present in key-markets
or by advantages offered by host country governments. Third,
efficiency seekers rationalize geographical dispersed activities
in a given region through relocating in host countries with low
factor costs and regrouping activities in search for economies
of scale or scope. Last, strategic asset seekers pursue long-term
strategic objectives and aim at augmenting their global portfolio
of assets and human competences.

Makino et al. (2002), studying the FDI location choice of
328 Taiwanese firms, distinguish asset-exploitation and asset-
seeking FDI. Firms exploiting assets look for more efficient
production through lower factor costs, marketing expertise
or want to develop distribution channels. Asset-seeking firms
acquire new or complementary assets, mostly in developed
countries. The authors (op. cit., p. 414) do an empirical regres-
sion analysis, with the investment location as a dependent
variable, explained by three main categories of FDI motiva-
tion: market seeking, resource seeking (i.e. low labor costs) and
technology seeking. These three motivations fit Dunning and
Lundan’s (2008) taxonomy. More recently, Giroud and Mirza
(2015) refine the widely adopted Dunning’s FDI motivation
taxonomy (i.e. market-, efficiency-, resources- and strategic
asset seeking) with a series of host country characteristics,
including its political stability, infrastructure, availability of

1. Appendix 1 gives a short overview of the main FDI motivations reported in literature, with a focus on Chinese outward FDI motivations.
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skilled management and engineers’ talents, level of propriety
protection, R&D capabilities and the possibility to venture with
local partners. This list of host country characteristics seems
well suited to our empirical case.

CHINESE OUTWARD FDI MOTIVATION

The last decade, academic research studied more specifically
the motivations and location choice of Chinese outward FDI.
With official Chinese OFDI data, collected between 1984 and
2001, Buckley’s et al. (2007) find for the years 1984-1991 that
Chinese OFDI is associated with high levels of political risk
in host countries, large market size as well as geographic and
cultural proximity. For the years 1992-2001, Chinese outward
FDI is more oriented towards countries with high natural
resources endowments. Kolstad and Wiig (2012), conducting
alarge econometric analysis with 2003-2006 data confirm that
the top determinants of Chinese FDI are the market size of host
countries and the presence of natural resources combined with
poor local institutions.

Progressively, empirical studies with well suited primary
data confirm that a growing amount of Chinese FDI is moti-
vated by classic reasons: market-seeking FDI is looking for
large and sophisticated markets, with high GDP and GDP per
capita (Yin, 2015), asset-seeking FDI is attracted to developed
countries where Chinese firms acquire advanced technology,
internationally recognized brands and advanced management
skills (Rodrigues and Child, 2005; Amighini et al., 2011; Yin,
2015), whereas resource seeking FDI is attracted to non-OECD
low-income countries, where Chinese firms look for natural
resources and low labour costs. Moreover, Chinese outward
FDI seems to be influenced by specific Chinese determinants,
such as the desire to gain entrepreneurial freedom (Rodrigues
and Child, 2005; Yin, 2015), the escape of domestic institutional
restrictions and uncertainties, strong Chinese governmental
support in line with the Go Global policy or political objec-
tives for especially SOE (Amighini et al., 2011). Finally, several
studies report concordantly the role of relational, Chinese,
networks in host countries (Buckley et al., 2007; Amighini et
al., 2011; Yin, 2015).

Studying Chinese FDI in Europe, Dreger et al. (2015) confirm
that market size and high technology levels in many European
industries attract Chinese FDI. Minin and Zhang (2010), inves-
tigating specifically Chinese R&D units in Europe, confirm
that Chinese companies have comparatively weak innovation
capabilities, so they tap into European knowledge networks
that enable them to explore new technological advantages and
augment their home-based knowledge.

CHINESE OUTWARD FDI CHARACTERISTICS

Deng’s (2013) meta-analysis of research about Chinese FDI (138
articles, published in 41 journals between 2001 and 2012) offers
a useful starting point for describing the key characteristics
of Chinese firms investing abroad. First, Chinese FDI aims
to overcome latecomer disadvantages by acquiring critical
assets from MNCs in mature countries. This strategic asset-
seeking FDI is orchestrated mostly by large, state-controlled
enterprises. Second, to meet national development priorities,

Chinese companies acquire firms abroad while benefiting from
government support. China’s huge foreign exchange reserves
which facilitate the “Go Global” strategy. Third, Chinese FDI
responds to institutional constraints, especially domestic market
failures, weak intellectual property rights, and inefficient legal
frameworks that discourage Chinese firms from pursuing R&D
in China. Fourth, the institutional and social environment of
China, characterized by centralized state-controlled firms, an
authoritarian culture, and relation-based management, is very
different from Western ones, so Chinese MNCs face a strong
liability of foreignness when investing abroad and need to catch
up when it comes to international management experience.

More recently, Ramamurti and Hillemann (2017) asking
“What is Chinese about Chinese multinationals?”, observe that:
(i) most Chinese MNEs are more infant than mature MNEs;
(ii) the global context for internationalization helped Chinese
MNEs to internationalize faster than was possible in earlier
decades; (iii) Chinese MNEs benefit from government-created
advantages, and (iv) leapfrogging late-mover Chinese firms gain
competitive advantages in both heavy and sunrise industries.

Rui and Yip’s (2008) qualitative study ranks Chinese FDI
firms in several categories, of which large state-owned enterprises
acquiring natural resources, large state-owned enterprises being
impelled by the “Go Global” policy, share-issuing companies
serving their shareholder interests, and small private companies
with entrepreneurial ambitions. We retrieve this classification
with our qualitative research on Chinese FDI in France.

Although Chinese investments in Europe have increased
recently, their absolute value is still rather small. China accounted
for less than 1% of total FDI in the EU at the end 0of 2010 (Clegg
and Voss, 2011). But as Zhang et al.’s (2013) statistics show,
Europe is the most rapidly growing destination for Chinese
investment, 60% of which goes to West Europe. Hanemann
and Huotari (2016) confirm that Europe has emerged as a
main destination for Chinese FDI, in line with a broader shift
of Chinese investment from developing and emerging to high-
income economies.

Zhang et al. (2013) specify a series of characteristics of
Chinese investments in Europe. First, most Chinese acquisitions
in Europe are done by private investors, not by state-owned
enterprises. These private companies tend to be small, with 22
employees on average, and young (i.e., less than 9 years). Second,
the preferred European countries for Chinese FDI are France,
the United Kingdom, and Germany. Third, the preferred entry
mode is mergers and acquisitions (M&As), whether as wholly
owned subsidiaries or majority-owned joint ventures.

The current study addresses Chinese FDI in France specifi-
cally for several reasons. France’s gross domestic product (GDP)
is second in Europe (after Germany), and its GDP per capita is
around 37 000 US$, i.e. a total GDP of 2 488 billion de dollars,
which makes it the 6™ economy worldwide. With its 65 mil-
lion inhabitants, France is the second largest mature consumer
market in Europe, with strong competitive advantages in many
sectors, including aviation, nuclear power, chemical industries,
medicine, and agriculture. Its strong mathematics, physics,
and engineering cultures lead to excellent research output and
innovation centers, both public and private. According to global
statistics (WIPO, 2017), France ranks sixth worldwide in terms
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of international patents. Furthermore, it receives the second
most FDI from China among all European nations (AFII, 2015),
attracting 16% of Chinese investment projects in Europe (the
United Kingdom received 22%). More than 600 companies from
China and Hong Kong operate in France, employing around
45,000 people. The total Chinese FDI stock in France is 2.8
billion euro, and in 2015, 44 new investments were recorded.

Luo and Zhang’s (2016) remind that quantitative regres-
sion is still a popular method of studying emerging market
MNEs. However, “considering the potential misuse of statisti-
cal modelling and the rise of emerging market MNEs, [they]
believe that more qualitative research such as fieldwork and
case study can bring more insightful observations about the
international process and strategic behavior of EM MNEs”.
In addition, Ramamurti and Hillemann’s (2017) remind that
there is great need for research on Chinese MNEs: “we need
more thick descriptions and grounded research of Chinese
MNES” (op. cit., p. 17).

There is a dearth of empirical contributions on the detailed
motivation of Chinese companies to invest in France and the
management practices they adopt after M&As in France, match-
ing their FDI motives. Our research attempts to fill these two
complementary research gaps.

Qualitative Research Methodology

Although several recent publications contribute to a better
understanding of the motives for Chinese FDI motivations, both
in general (Rui and Yip, 2008; Amighini et al., 2011; Kolstad and
Wiig, 2012; Peng, 2012; Deng, 2013; Yin, 2015; Luo and Zhang,
2016) and in Europe specifically (Clegg and Voss, 2011; Zhang
et al., 2013; Dreger at al., 2015; Zheng et al., 2016), no studies
consider Chinese FDI motivations in France explicitly or address
the management styles that Chinese companies adopt to match
their FDI motives. Therefore, we rely on qualitative interviews.
Our empirical study uses qualitative, semi-structured interviews
with managers of Chinese subsidiaries in France to clarify
the reasons that drive Chinese firms to invest in France and
to explore the management style that the Chinese companies
adopt after an M&A in France.

SAMPLE

We initially contacted nearly 200 managers of Chinese subsidi-
aries in France. However, the hierarchical Chinese corporate
culture generally leads Chinese expatriates to avoid interviews.
Furthermore, the expatriates who agreed to cooperate did not
always meet our sample requirements. Thus, we succeeded in
conducting face-to-face interviews with senior managers of 17
Chinese subsidiaries in France, including 11 Chinese expatri-
ated and 6 local French managers. At the request of most of the
interviewees, we do not give the names of the companies here,
nor the interviewees’ personal identities. With this guaranteed
anonymity, the respondents spoke more freely and did not feel
the need to ask for permission from supervisors in the power-
ful Chinese corporate hierarchy. We thus indicate industries
only in broad terms.

The 17 interviews led to information saturation; the last few
interviews we conducted did not supply any new or significant
information related to our research questions (Symon and Cassel,
1998). Table 1 gives an overview of the sample.

This sample produces three notable observations. First, two
Chinese companies have less than 10 years of existence, and half
are younger than 20 years. One-third of the sample is manag-
ing their subsidiary in France since less than five years, and
the French entry was often their first overseas investment. In
accordance with Ramamurti and Hillemann’s (2017), we might
argue that the global context for internationalization helped
Chinese MNEs to internationalize faster than was possible in
earlier decades. Moreover, Wang et al. (2014) found evidence
that “the quality of host country institutions tends to reduce the
importance of prior international experience, thus attracting
less-experienced latecomers, such as Chinese firms”. However,
we also interviewed three Chinese companies with more than
60 years’ history and one-third of our sample had more than
ten years’ experience in France.

Second, our sample contains both state-owned enterprises
(9 cases, 53%) and private companies (8 cases, 47%), which
invested in various industrial and service activities, includ-
ing manufacturing (steel, diesel engines, tractors, consumer
goods, medical equipment), transport, and services (real estate,
telecommunication, broadcasting). This statistic rather con-
firms Hanemann and Huotari (2016), who find that 70% of
Chinese FDI in Europe in 2015 is done by state-owned enter-
prises. Slightly more than half of the sample (9 cases) invested
in manufacturing activities (consumer goods, heavy industry,
machinery and engines, medical equipment).

Third, most of the companies of our sample use wholly
owned subsidiaries to enter France (15 of 182 cases), 8 through
greenfield investments and 7 through M&As. Only three Chinese
companies opted for international joint ventures. These sample
characteristics are consistent with Zhang et al.’s (2013) find-
ings about the preferred entry modes for Chinese FDI and with
Ramamurti and Hillemann’s (2017) conclusion that Chinese
MNEs seem to have used high-commitment modes of entry,
such as M&As, earlier than one would have expected.

INTERVIEWS

To prepare for the interviews, we wrote a semi-structured
interview guide in French and Chinese. The interview guide
started with questions about the history of the MNC in its
home country. With two open-ended questions, we encouraged
managers to describe their main motivations for investing in
France and the entry mode their firm used. We purposefully
asked about a variety of motivations; by pushing respondents to
engage in deeper reasoning, we pursued an inductive posture,
which is particularly useful for understanding and contextual-
izing FDI motivations (Silverman, 2005). In the second part of
the interviews, we focused on management of the subsidiary in
France, asking the respondents to describe their expatriation
and localization policies, including the number of expatriates
and local managers, their roles and management positions,
the level of centralized decision-making as well as the use of

2. Because CE 10 invested twice.



TABLE 1
Sample characteristics
Employees Manufacturing, Entry year, Subsidiary capital Employees
Founded Owner-ship Ageinyears worldwide Industrysector Trade, Service France Entry mode structure in France
CE1 2006 SOE 9 1000 Consumer goods Service 2012 M&A 1JV 70%/30% 15
CE2 1997 SOE 18 30000 Maritime transport Service 1999 Greenfield 100% China WOS 23
CE3 1995 SOE 20 19 000 Real estate industry Service 2012 Greenfield 100% China WOS 6
CE4 1996 Private 19 1400 Nuclear industry Manufacturing 2013 M&A 100% China WOS 10
CES 2001 Private 14 4000 Wig manufacturing Manufacturing 2012 Greenfield 100% China WOS 20
CE6 1988 Private 27 150 000 Telecommunications Service 2003 Greenfield 100% China WOS 650
CE7 1955 SOE 60 16 000 Engine manufacturing Manufacturing 20M M&A 100% China WOS 100
CES8 1996 Private 19 2500 Broadcasting, cable TV | Service 2009 Greenfield 100% China WOS 5
CE?9 1996 Private 19 1200 Wolfberry processing Manufacturing 2012 M&A 100% China WOS 20
CE10° | 2004 | SOE 1 110000 | Chemical industry Manufacturing oo oA N aoaee 0% | 3100
CEMN 1903 Private 112 28 000 Beer production Manufacturing 1995 Greenfield 100% China WOS 5
CE12 1991 Private 24 10 000 Medical equipment Manufacturing 2008 M&A 100% China WOS 47
CE 13 1946 SOE 69 55000 Diesel manufacturing Manufacturing 2009 M&A 100% China WOS 190
CE 14 1978 SOE 37 130000 Steel manufacturing Manufacturing 1995 M&A 100% China WOS 25
CE15 1980 SOE 35 16 000 Service sector Service 1992 Greenfield 100% China WOS 20
CE16 | 1961 SOE 54 130000 Maritime transport Service 1991 Greenfield 100% China WOS 30
CE17 | 2008 Private 7 100 Mining industry Mining 2013 M&A [JV 75%/25% 20

Notes: SOE = state-owned enterprise, M&A = merger and acquisitions, WOS = wholly owned subsidiary, IJV = international joint venture. For the 1JVs, the first percentage listed refers to the amount held by the
Chinese partner, and the second percentage is the amount held by the French partner

2 : Chinese enterprise (CE) 10 conducted two acquisitions, in 2006 and 2007.
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formal and informal control mechanisms. Again, we asked the
respondents to explain in greater depth, when relevant, the
reasons for their management practices and to consider the
cultural differences between Chinese and French managers.

The interviews lasted between 45 minutes and 2.5 hours,
sometimes including a visit to the company. We did not record
the interviews, because doing so with the Chinese subordinate
expatriates would have required permission from the corpo-
rate hierarchy, which is difficult to get within the Chinese
corporate culture. Rather, we took careful, handwritten notes
during the interviews, and then immediately thereafter, we
transcribed the contents of the interviews fully. We sent the
written transcription to the interviewees and asked for their
feedback and validation.

DATA ANALYSIS

The data analysis followed the methodology recommended by
Silverman (2005) and Miles and Huberman (1994), including
full transcription of the interviews, development of a coding
frame that fits the theoretical background, a pilot test, revision
of the codes, assessment of the reliability of the codes, and cod-
ing. We first assigned the full transcripts of the 17 interviews to
a thematic content analysis grid, with one row per subsidiary
and one column per question in the interview guide or per
significant topic spontaneously mentioned by the respondents.
Then, on the basis of our research questions and expectations,
as well as extant empirical research, we drafted an initial list of
codes related to Chinese FDI motivations and managerial styles
in France; these codes included keywords, short sentences, and
chunks of text (Miles and Huberman, 1994). A vertical reading

of each question or item in the full content analysis grid helped
us reduce the interviews according to these initial codes, sub-
sidiary by subsidiary, cell by cell, to keywords, short phrases, or
numbers. This analysis revealed some supplemental regularity
associated with our research questions, so we added a small set
of emerging codes to the initial list (Miles and Huberman, 1994).
To check the reliability of our coding (Miles and Huberman,
1994), each member of the research team performed individual
coding. Any differences were resolved through discussion®.
To understand the FDI motivations and managerial choices
made by the interviewed Chinese companies, we looked for
similarities and contrasts related to each dimension. Finally,
through repeated readings of the interviews, we identified brief
examples to help illustrate our findings.

Empirical Results

We present our findings related the main motivations for China’s
FDI in France first, followed by the results detailing the man-
agement styles that the Chinese firms adopt.

MAIN MOTIVATIONS FOR CHINESE FDI IN FRANCE

Table 2 arranges the FDI motivations of the Chinese firms of
our sample into three main categories: market-seeking, strategic
asset-seeking, and “other” motivations.

Market seeking

Table 2 shows clearly that the most important reasons for Chinese
investments in France are market seeking (16 of 17 cases), in
line with both Kolstad and Wiig’s (2012) findings that Chinese

TABLE 2
FDI motivations of the Chinese firms of our sample
Market seeking (16 cases) Strategic asset seeking (11 cases) Avoid direct
Meet the | conflicts with
needs of international
Improve China’s MNCs in the
French | European | African | Chinese Diversified | industrial | economic domestic
Motivation | market | market | market| market |Knowledge | Brand |Technology| portfolio | structure |development market
CE?2 CE3 CES CE1 CE1 CE4 CE2 CES CE4 CE10
CE3 CES5 | CE13 CE? CE9 | CE13 CE7 CE13 CEé6
CE5 CE6 CE17 CE 10 CE 14 CES8
CE6 CE7 CE 14 CE 17 CE10
CE7 CES8 CE17
Chinese CES CE?
enterprises CEY CE10
(CE) CE10 CEMN
CEMN CE12
CE12 CE 13
CE13 CE 14
CE 14 CE15
CE15 CE16
CE16
Total 14 13 2 4 2 5 4 3 1 1

3. The reduced content grid, with key words, numbers, short sentences and chunks of text is reproduced in appendix 2.
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outward FDI is attracted to large markets and Dreger et al.’s
(2015) claim that market size is the primary reason driving
Chinese FDI in the EU. For four Chinese firms, in the maritime
transport (CE 2), chemical (CE 10), medical equipment (CE
12), and diesel manufacturing (CE 13) sectors, accessing the
French market is their main goal, sometimes in combination
with a search for strategic assets (CE 10, CE 13). France is a vast
consumer market, with a high degree of openness and large
export possibilities for Chinese products. With its location in
the western part of the European Union and well-developed
transport system (railways, tunnel to the United Kingdom,
roads, harbors at both Mediterranean and Atlantic coasts),
France offers a perfect hub, connecting Chinese investors to
the other large EU consumer markets, such as Germany, the
UK, Italy, Spain, and the Benelux. Many respondents thus note
that France possesses localization advantages that no other
European country has, and three-quarters of our sample (13
cases) acknowledge that their French FDI represents a gateway
to the broader European market.

Two firms of our sample also invest in France with an eye
to African markets. Many West and North African countries
are former French colonies, with persistent cultural, political,
and economic links to France. In total, around 20 countries in
Africa have French as a common language, spanning a total
population of around 400 million people. Furthermore, for
many of these countries, France is a primary trade partner and
the principal access to the European markets. As CE 5 and 13
explained, their France subsidiary thus helps them build a bridge
to French-speaking African markets, by setting up sales and
transport networks to Africa. For CE 5, a wig manufacturer,
Africa is a critical market; it also represents a very appealing
market for the diesel engines produced in France by CE 13.

Ruiand Yip (2008) also note remind that some domestically
oriented Chinese firm acquire firms abroad with the strategic
intent to compete with foreign MNCs in the Chinese market
while benefitting from the acquired strategic assets abroad. For
many Chinese firms, winning the domestic market remains
very important, including CEs 1, 9, 10, and 17 in our sample.
For CEs 1 and 9, which operate in consumer goods industries,
meeting the needs of the immense Chinese consumer mar-
ket remains a primary strategic goal. They acquired French
companies to integrate those companies’ brands (CE 1) and
production knowledge (CE 1 and 9). In the mining sector, the
representative of CE 17 explained that the firm is less interested
in developing its French or European market; it entered into a
joint venture with a French company to diversify its product
portfolio and upgrade its technology, which in turn should help
it expand its sales in China.

Strategic asset seeking.

The search for strategic resources and assets is the main moti-
vation to invest in France for 11 Chinese firms. This strategic
asset-seeking behavior can complement market-seeking behav-
ior too. Three CEs, 5 (wigs), 6 (telecommunication), and 10
(chemicals), underlined that their manufactured products are
situated at the end of their value chains, so their investments in
France serve their goal of upgrading their production methods
in China. Four CEs, 4 (nuclear energy), 7 (tractors), 14 (steel),
and 17 (mining), acquired technological knowledge in France,

according to their goals of evolving toward higher value-added
products that they can offer on both Chinese and international
markets. CEs 1 (consumer goods) and 9 (wolfberries) stated
that they acquired knowledge in more general way, while CEs
2 (maritime transport), 13 (diesel engines), 14 (steel), and 17
(mining) have invested in France with the idea of diversifying
their portfolios of products and services.

For a long time, Chinese manufacturing companies have
relied on China’s demographic rents and low labor cost advan-
tages to export Chinese products worldwide. However, pro-
duction costs have risen in China, and the cost advantages are
gradually weakening, so developing new competitive advan-
tages is imperative for the firms in our sample. They cite FDI
in industrialized countries as a suitable means to enhance
their level of global competitiveness quickly. They also con-
firm their view of France as a creative, innovative country,
with highly skilled engineers and managers. Many small and
medium-sized technological firms in France, suffering from
the enduring economic crisis, needed new capital to survive,
and an M&A with a Chinese firm offered them a reasonable
solution to avoid bankruptcy.

The interviewees also stated that a “Made in China” label
tends not to inspire much trust among consumers. China is still
considered as the world’s factory, producing low-cost products
for international markets or original equipment products for
international brands. Thus CE 13, which produces diesel engines,
sought to enhance its sales in France and Europe by acquiring a
well-known French brand. Scandals involving Chinese brands
resulted in greater skepticism among Chinese consumers, who
seek foreign brands with better reputations. Chinese consum-
ers believe foreign brands offer better quality and service and
regard them as safer and more durable, particularly in the
food sector. Thus CE 1 acquired a well-reputed French brand
to develop its sales on the Chinese market.

Other FDI motivations.

Two Chinese companies offered two further FDI motivations,
complementary to the market- and asset-seeking motivations:
bypassing the regulatory protections of the French and Euro-
pean markets (CE 6) and avoiding direct confrontation in the
Chinese market with global MNCs (CE 10). As a big player in
the Chinese telecommunication market, CE 6 set up a wholly
owned subsidiary through a greenfield investment in France,
designed to circumvent political and non-tariff barriers to enter-
ing the protected and highly regulated French and European
telecommunication markets.

In the chemical industry, with the strong development of
the huge Chinese consumer market, many foreign MNCs have
created subsidiaries in China in the past decade, raising the level
of competition and challenging local Chinese firms that were
not sufficiently competitive. To improve its competitiveness
but avoid direct conflict with foreign MNCs in China, CE 10
engaged in dual acquisitions in France, in 2006 and 2007, with
the clear goal of strengthening its technological and innova-
tive capacity to sell products in the Chinese market. This FDI
behavior corresponds to the springboard theory (Luo and
Tung, 2007). As the home country market is still CE 10’s pri-
mary operations territory, it attempts to use its international
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expansion as a springboard to acquire critical resources and
to compete more effectively against global rivals, abroad and
in its home market.

POLYCENTRIC CHINESE MANAGEMENT STYLES

Referring to the EPRG framework (Perlmutter, 1969; Perlmutter
and Heenan, 1974), we remind that ethnocentric management
and staffing is a home-country oriented management, whereby
the practices and policies of the Chinese headquarters are the
international default standard to which subsidiaries abroad
much comply. Expatriated Chinese managers are supposed to
be capable to drive the international activities of the Chinese
multinational and to manage subsidiaries abroad. The major
advantages of ethnocentric management are good commu-
nication, coordination and control links with headquarters.
However ethnocentric management does not take advantage
of the talents of host-country nationals, which might lead to
high turnover among local national managers and difficulty of
adaptation to the host environment. At the opposite, polycentric
management and staffing is a host-country oriented manage-
ment. The Chinese headquarters consider that the contexts of
the host countries where they set up subsidiaries are difficult
to understand for Chinese expatriates. Therefore, subsidiary
management is left over to local managers. The advantages associ-
ated with the use of host-country nationals include familiarity
with the local culture, knowledge of language, reduced costs
and low turnover of local managers. The main inconvenient of
polycentric management is the difficulty of bridging the gap
between subsidiaries and headquarters.

In nearly all the cases included in this study, the Chinese
companies rely on local managers to staff most managerial and
technical functions, whereas expatriated Chinese managers adopt
an observational attitude. The differences in their approaches
pertain mainly to the level of implementation. A series of com-
plementary reasons underlie this polycentric approach. First,
market-seeking Chinese companies, looking to develop their
French and European markets (16 cases), clearly admit that
they lack knowledge of these markets. To address the needs of
French and European consumers, hiring experienced French
and European managers to perform marketing and product
innovation tasks appears compulsory.

Second, asset-seeking Chinese companies explain that they
aim at transferring the acquired technologies and production
methods to their factories in China. The ultimate goal is to
improve the quality of their Chinese domestic production and
to evolve to higher value added products. To reach this goal, the
Chinese HQs need to maintain and integrate the knowledge of
the local, French, engineers and technicians.

Third, France and China have very different cultures and
traditions. Chinese managers do not always understand French
culture or its legal, social, and institutional frameworks, which
hinders the economic development of the Chinese firms in
France. To avoid cross-cultural mismanagement or mistakes,
the Chinese firms thus hire local managers to ensure effective
post-acquisition integration. Most of our interviewees noted
that their parent companies lack the international experience
needed to manage a global company.

The fourth reason is relatively context bounded. France is a
welfare state with strongly developed social and legal measures
to protect employees’ interests. Trade unions are very active in
some sectors, firing procedures are complicated and uncertain.
The consistently high unemployment rates and political sensitiv-
ity to Chinese investments also prompts French administrative
authorities to take close looks at Chinese M&As in France. In
order to avoid unnecessary social conflicts and keep the social
peace, most Chinese firms that acquired a French firm retained
the employees of the French firm after the acquisition.

Discussion

We would like to remind the background of our research.
Although academic research on the motivations of Chinese
outward FDI has been abundant the last ten years (Luo and
Zhang, 2016), there is still a research gap on the deeper motiva-
tions of Chinese firms to invest in advanced European econo-
mies (Ramamurti and Hillemann, 2017). Our research aims to
fill in this gap. In addition, related to their FDI motivations,
our research investigates the management style and practices
that the Chinese firms adopt after acquiring a subsidiary in
France. Only a very few academic empirical researches (Shen
and Edwards, 2006; Fan et al., 2013; Wang et al., 2014) have
explored this question.

We interviewed 17 expatriate and local managers of Chinese
subsidiaries in France to learn the main motivations that led
their Chinese parent company to set up a subsidiary in France,
as well as the management style that the Chinese companies
adopted. The interview results reveal that these Chinese com-
panies pursue two main goals with their FDI in France. The
first motive (16 of 17 cases) is market seeking. Chinese com-
panies want to increase their sales in French and European
Union markets. Two Chinese companies also are looking at
the francophone West African markets, with which France
has historical connections. Another Chinese company targets
to enter the highly protected European telecommunication
market by establishing a subsidiary in France, while a direct
access for Chinese companies is complicated.

The second FDI motive is strategic asset seeking (11 of 17
cases), which might be linked to market-seeking motivations.
The Chinese firms of our sample acquire non-exclusive and
complementary categories of strategic assets, with the aim to
enhance their global competitiveness in international markets
and their domestic market. As such, we confirm Zheng et al’s.
(2016) findings that Chinese MNEs, investing in developed
economies, seek strategic assets, in similar domains but at a
more advanced level, which are complementary to the firm-
specific assets they already possess, with the goal to enhance
their competitive advantages at home. We find that the strategic
assets the Chinese firms acquire through their FDI in France
include industry-related technology, advanced production
methods to upgrade their industrial capacity, R&D and inno-
vation capabilities to develop higher added-value products and
services as well as international recognized brands. This list of
assets confirms the strategic assets Chinese firms acquire in
Germany, Italy and the UK (Zheng et al., 2016). Moreover, we
find that the Chinese companies of our sample are looking in
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France for managerial skills to help address the lack of inter-
national experience of their Chinese managers.

Luo and Zhang (2016, p. 345) in their review of 166 arti-
cles from 11 leading international business journals indicate
among the future research directions: “Do emerging markets
MNEs suffer liability of emergingness? If yes, how do they cope
with?”. Moreover, they ask: “How do they [emerging markets
MNE:s] achieve accelerated learning while avoiding traps and
management failure?” (op. cit., p. 347). Some recent academic
empirical researches bring elements that allow to answer these
questions. For instance, interviewing 16 top executives of
three Chinese subsidiaries established in Australia, Fan et al.
(2013, p. 537), stating that “China lacks personnel who possess
international management skills, sufficient knowledge about
market conditions of host countries and a good understand-
ing of the intricacies of international business”, show that the
Chinese MNE:s of their sample “empowered local managers,
decentralized managerial roles and offered Australian manag-
ers flexibility to the greatest extent” (op. cit., p. 533). Wang et al.
(2014), based on survey data collected from senior executives
of 240 Chinese MNEs, find that Chinese headquarters grant
management autonomy to their foreign subsidiaries, especially
when they have to acquire strategic assets on foreign markets
perceived with high domestic constraints. They conclude that
“subsidiary autonomy is a strategic mechanism to overcome
the Chinese weaknesses in managing globally dispersed busi-
nesses and their home-country disadvantages after a foreign
entry. More precisely in Germany, Italy and the UK, Zheng et
al. (2016, p. 184), confirming that “Chinese multinationals still
lack the resources and capabilities in managing target firms
with different national and organisational cultures in a different
institutional context”, find that “the Chinese parent companies
maintain the original organisational structure of target firms
and grant autonomy to target firm managers”.

More specifically about Chinese expatriation, Zhong et al’s
(2015) literature review of 163 academic articles on expatria-
tion in the context of China, published between 2001 and 2013,
shows that research has been dominated by issues on foreign
expatriates working in China, not Chinese expatriates work-
ing overseas. Of these 163 articles, 84 are in English and 79 in
Chinese*. Of the 84 articles in English, only 8° focused on main-
land Chinese expatriates working abroad. Consequently, little
is known about Chinese expatriation. In a conceptual paper,
Jackson and Horwitz (2017) suggest that Chinese multinationals
rely on expatriates for the management of their subsidiaries in
Africa, although they might be “ill-equipped to interact with
locals at work and in the community with a detrimental effect
on mutual learning” (op. cit., p. 11). However, we might sup-
pose that natural resources seeking motives determine differ-
ently international HRM policies. Shen and Edwards (2006),
doing case studies of 10 Chinese multinationals, find that five
companies of their sample adopted an ethnocentric interna-
tional HRM approach by making great use of parent-country
nationals rather than recruiting host-country nationals. At

the opposite, two firms clearly adopted a polycentric inter-
national HRM, employing a large number of host-country
managers and granting subsidiaries operational freedom. The
three remaining firms of their sample adopted an ethnocentric
staffing policy with a polycentric tendency, employing more
host-country nationals in middle management positions and
localizing some HRM activities. The authors’ analyses suggest
that large or middle-sized state-owned multinationals with
rather large-scale international activities adopt rather ethno-
centric management for their foreign subsidiaries. Polycentric
firms, or with a polycentric tendency, are more often at an
early stage of internationalization, with a rather small size of
international operations, which lack international management
experiences. One firm of their sample, localizing downstream
activities, where marketing, branding, sales and service are
important to achieve a competitive advantage, states that it is
“difficult to explore local markets due to a lack of localization
of employment” (op. cit., p.123).

In line with these studies (Shen and Edwards, 2006; Fan
et al., 2013; Wang et al., 2014; Zheng et al., 2016), we find that
Chinese companies adopt a polycentric management style, rely-
ing on local, French and European, managers and engineers
to manage their French subsidiary, while Chinese expatriate
managers undergo learning processes. The Chinese firms of our
sample adopt in their French subsidiaries such a polycentric
management style for several reasons. First, market-seeking
Chinese companies need to get access to the knowledge of the
French and European markets of their local, French, manag-
ers. Second, asset-seeking Chinese companies need to main-
tain French engineers and technicians and integrate their
technological knowledge in the value chain of the Chinese
multinational. Third, the Chinese firms, who are sometimes
rather young and undergoing a quick internationalization
process, lack international experience. Fourth, as the Chinese
and French national and corporate cultures are very different,
the Chinese companies want to avoid cross-cultural mistakes
that might hinder the development of the French subsidiary or
its knowledge absorption. Moreover, some Chinese companies
of our sample want to keep social peace and avoid violating
France’s strict legal and social employment regulations and
protections. We can see clearly that the polycentric manage-
ment that Chinese firms in France adopt relates to market and
asset-seeking FDI motives.

Miles and Huberman (1994, p. 75) suggest that: “As a study
proceeds, there is a greater need to formalize and systemize the
researchers’ thinking into a coherent set of explanations; one
way to do so is to generate propositions, or connected sets of
statements, reflecting the findings and conclusions of the study”.
In line with these recommendations, our empirical study leads
to the following research propositions:

Proposition 1: When Chinese outward FDI is done in advanced
economies, with market-seeking goals, in order to maintain
knowledge on local consumption markets, the Chinese mul-

4. Implicitly the author, although obviously reading Chinese, does not consider the 79 articles in Chinese for his literature review. This poses the question of

the language of academic research.

5. Zhong et al. (2015) say 12 articles; however 4 articles deal with expatriates from Taiwan; therefore, we state that only 8 articles focus on mainland Chinese

expatriates.
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tinational mother company adopts polycentric management
practices and staffing.

Proposition 2: When Chinese outward FDI is done in advanced
economies, with asset-seeking goals, in order to integrate
knowledge and technology in the MNC'’s value chain, the
Chinese multinational mother company adopts polycentric
management practices and staffing.

Proposition 3: When Chinese outward FDI is done by young
Chinese companies, without significant international experience,
the Chinese multinational mother company adopts polycentric
management practices and staffing.

Our research contributes to FDI theory in several ways.
First, we find that Chinese FDI in developed countries has
both market-seeking and strategic asset-seeking goals. Second,
we confirm the linkage, leverage, and learning perspective of
reverse FDI (Mathews 2002, 2006). Many Chinese companies
are in the process of connecting with innovative French firms
to learn how to improve their own global competitiveness,
through industrial upgrades, enhanced R&D capabilities, or
portfolio diversification. Third, one case in our study fits the
springboard theory (Luo and Tung 2007): it invested in France
to acquire and integrate strategic resources and thereby com-
pete better with foreign MNCs in its domestic Chinese market.
Fourth, many Chinese firms, both private and state-owned,
receive direct (subsidies) or indirect (low-interest rates, loans,
tax advantages) support from Chinese authorities, confirming
the involvement of the Chinese government in Chinese FDI and
leading to “government-created advantages” (Ramamurti and
Hillemann, 2017), which enhance FDI of Chinese firms with
relatively few prior international experience. Fifth, our research
offers a new theoretical lens to look at Chinese FDI in Europe,
we call the “bridging theory”. Some Chinese firms acquired
French firms with the aim of building bridges to West-African
markets, which have strong historical ties with France. Thanks
to the distribution networks and knowledge about African mar-
kets of the French subsidiaries, Chinese multinationals seek to
enhance their sales on those French-speaking African markets.

Conclusion

To explore the main motivations for Chinese direct investments
in France, as well as the management styles that Chinese compa-
nies adopt to manage their subsidiaries in France, we conducted
semi-structured interviews with Chinese expatriate and French
managers of 17 Chinese subsidiaries in France. The main goal
for Chinese FDI in France is market seeking. Chinese parent
companies seek to enhance their sales in French and European
markets, as well as in francophone African markets, through
their subsidiary in France. In addition, Chinese companies
invest in France to acquire strategic assets, of which especially
innovative technologies, R&D capabilities, advanced production
techniques, and international brands.

Because Chinese companies lack international manage-
rial experience, they tend to adopt polycentric management
approaches toward their subsidiaries in France, whether they
have entered into international joint ventures or set up wholly
owned subsidiaries. Chinese expatriate managers and engineers
undergo learning processes, such that they observe how the

local French or European employees perform key management
and technical roles.

Academic literature on Chinese outward FDI to industrial-
ized countries and the resulting management styles for their
subsidiaries is scarce. Therefore, we intentionally adopted an
inductive posture and undertook qualitative research for this
study. With semi-structured interviews, we obtained in-depth
insights into the underlying reasons that led Chinese companies
to invest in France and choose specific management policies
for their subsidiaries. However, the shortcomings of qualita-
tive interviews are well known. Generalization of our research
findings requires caution.

For further research, our conclusions suggest two direc-
tions. First, what management style and practices Chinese firms
adopt when investing in advanced European economies such
as the UK or Germany? Also, are Chinese management style
and practices different when their FDI is resource-seeking, in
Africa or Australia for instance, or takes place in geographi-
cally and culturally close countries in South-East Asia? Second,
further research could deepen the bridging perspective of FDIL.
Especially, does Chinese FDI in the UK look for bridges to for-
mer countries of the British Empire?
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General FDI motivations reported in literature

Makino et al. (2002)

Location choice of
FDI from newly

APPENDIX 1
Table of FDI motivations reported in literature

Driffield and Love (2007)

FDI motivation taxonomy and its effect on
host countries’ productivity.

Dunning and Lund

Multinational Enterprises and the
Global Economy; chapter 4, FDI

Giroud and Mirza (2015)

Refinement of FDI motivations

Topic industrialized economies’ firms. motives: Why do firms engage in
foreign production?
Empirical Survey, 328 Taiwanese firms, 1996 A secondary data; FDI flows from 30 coun- Textbook Conceptual
field tries to the UK
* Asset-exploiting in foreign markets e Technological exploitation e Naturalresource seekers: better | * Market-seeking
- lower factor costs e Technological sourcing quality and/or lower costs - large populations
- efficient production e Efficiency seeking 6 location based host - physical resources - GDP growth
- distribution channels country-specific advantages (low costs) - cheap, well-motivated, semi- - income/capita
- marketing expertise Variables explaining FDI, figure 1, (op. cit.: or unskilled labour e Efficiency-seeking
e Strategic asset-seeking; developed host 462) 6 - technological and/or - low costs
countries, critical and comple-mentary 1/ Host country R&D intensity management expertise - key skills
assets 2/ Host country unit labour costs e Market seekers: protect existing e Strategic asset-seeking
e Figure 1 (op. cit.: 407): or promote new markets ¢ Refining host country
- Strategic asset-seeking - following main suppliers characteristics
- Market seeking for differentiated goods - adaptation local consumers - Political stability
FDI - Resource (labour]-seeking - lower production costs in host - Developed infrastructure
- - Market seeking for standard goods countries (heavy goods) - Skilled labour
motivations . R S . ) . .
e New industrialized countries firms’ FDI: - strategic presence key- - Strong propriety protection
reported i
markets - Management and engineers

- Strategic asset and market-seeking
motivations in DCs
- Labour-seeking motivations in LCDs

host country government
advantages

Efficiency seekers:
rationalisation

host countries with low factor
costs
economies of scale and scope

Strategic asset seekers: long-
term strategic objectives;
augment global portfolio of
assets and human competences

talent
- R&D capabilities
- Local partners
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Chinese FDI motivations reported in literature

Buckley et al. (2007°

The determinants of Chinese outward direct

APPENDIX 1 (continued)

rigues and Child (2005)

The motives for internationalization by

Amighini et al. (2011)

Host country determinants of

Yin, W (2015)

The motivations of Chinese

Topic investment prominent Chinese overseas-investing Chinese outward FDI. outward FDI
firms.
Empirical Official Chinese OFDI data collected Case studies of prominent Chinese MNCs Panel dataset on Chinese FDI, 613 Secondary data set, 81 host
field 1984 - 2001. observations, 81 countries. countries
e Determinants: ¢ Market-seeking e Market seeking: manufacturing ¢ Chinese FDI motivations in

- Absolute host market size - Hazard of relying on the highly industry; OECD countries; high OECD countries

- China’s exports to the host country competitive domestic market, with low R&D and human capital - Strategic asset seeking in

- Chinese ethnic groups host country margins. e Resource see-king [resource developed countries

- China’s policy of liberalisation - Opportunities to sell abroad, based on related industry; non-OECD and - Market seeking through

- China’s Imports from the host country do-mestic cost advantages. low-income countries) export & sales

- Host country inflation rate (positive coef.) - Potential to complement domestic e Strategic asset seeking: manu- - Market learning in

- Political risk: cost advan-tages with differen-tiation facturing and service industry sophisticated markets

- Geographic proximity (1984-1991 only ) advantages acquired abroad. ¢ Specifically for Chinese OFDI: - Relational, Chinese,

- Host country natural resources (1992- e Asset-seeking - Political goals networks in host countries
FDI 2001 only) - Need to secure and develop advanced - Relational assets (networks) - Host country infrastructure
motivations ¢ Not significant: technology and internationally - Overcoming technological e Chinese FDI motivations in
reported - Strategic asset seeking FDI recognized brands. disadvantages non-0ECD countries

- GDP per capita host market

- Host market growth

- Exchange rate

- Host-country openness to FDI

¢ Chinese specific motivations

- Desire to gain entre-preneurial
freedom.

- Escape of domestic institutional
restrictions (legal uncertainties, ob-
struction of acquisitions, regional
protectionism)

- Strong Chinese governmental support
for globalization

- Acquire brands

skills
Tap into pools of local
knowledge

Acquire advanced management

- Natural resources (Africa,
Australia)
- Cheap labour (South-East
Asia S
- Strategic location in
financial tax heavens
¢ Not significant: La-bour
management
¢ Not tested: Regula-tion
bypassing
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APPENDIX 2
Reduced content grid
Size
Age (employees No
subsidiary | MNC) Motivation FDI expatriates | Role expatriates Role local managers | Explanation
9 3 1000 Political motives (SOE) 0, 1SIE, Production; Local SIE-2" generation, double culture,
Quality control (counterfeit) | local SCM network & knowing French and Chinese culture;
Manufacturing technology contrat consumption market HQs want to maintain local managers’
Sales Chinese markets Local regulations competencies
18 16 30000 Develop foreign markets 2 CEO, CFO Commercial & Local managers speak French, know
Diversification product Control subsidiary After-sales services better local market and culture; the 2
portfolio Development sales Logistics Chinese expatriates learn international
network French accounting management
Learning international Production
management skills
20 3 19 000 European regional hub 1 Control of the investment Marketing Local managers allow adaptation to local
Stability France Local administration context, know better local market, speak
Sales European market Engineering French and adapt to local culture
19 2 1400 Acquisition advanced 0 Marketing and Local managers allow total adaptation
technology and production Commercial local context, Chinese HQ want to maintain
methods Sales local managers’ technical competencies;
Energy development China Business Development | Chinese managers have no international
Management methods Technical support & experience
projects
14 3 4000 Upgrade industrial 1 CEO Sales Local managers have sales function to
technology Control subsidiary adapt totally to local consumption market
Innovation Implement HQs decisions conditions; HQs want to maintain local
Sales French and European Transfer of technology to managers’ competencies
markets China
Sales African markets
27 12 150 000 Upgrade industrial 1 CEO Local managers have knowledge of
technology Control subsidiary local cultural, legal and social context;
Innovation Implement HQs decisions knowledge local markets; Chinese
Bypass international trade expatriates lack international management
regulations experiences
Sales French and European
markets
60 4 16 000 Acquisition technologies 3 CEO Vice-CEO Local managers: knowledge of local
Sales French and European Control subsidiary cultural, legal and social context;
markets Implement HQs decisions knowledge local markets;
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APPENDIX 2 (continued)

portfolio

Acquisition technologies
Sales French and European
markets

managers or
engineers

Size
Age (employees No
subsidiary | MNC) Motivation FDI expatriates | Role expatriates Role local managers | Explanation
8 29 6 2500 Acquisition production 1 CEO
technologies Control subsidiary
Sales on French and Implement HQs decisions
European markets
9 19 3 1200 Acquisition knowledge 1 Administration Local managers: to adapt totally to local
Sales in China Accounting cultural, legal and social context; Chinese
Production HQs want to maintain local managers’
competencies
07N 9 110 000 Technological catch-up & 0 No expatriates while they CEO Local managers: knowledge of local
innovation have no knowledge about Innovation cultural, legal and social context;
International management local conditions Marketing & sales HQs want to maintain local managers’
skills, HRM competencies
Avoid competitors on Technical operations
domestic market
Sales French and European
markets
11| M2 | 20 28 000 Sales French and European 1 CEO The goal is to improve the competitiveness
markets Control subsidiary of the firm on global markets
Implement HQs decisions
12 | 24 7 10 000 Sales French and European 0 CEO Local managers’ knowledge of local
markets Marketing cultural, legal and social context; local
market knowledge;
context; HQs want to maintain local
managers’ competencies
13 | 69 6 55000 Diversification product 1 CFO CEO Local managers’ knowledge of local
portfolio Implement HQs decisions Production & cultural, legal and social context; local
Acquisition brands Development manufacturing market knowledge;
Sales French and European international Local SCM context; HQs want to maintain local
Bridge African markets management skills quality control managers’ competencies; Chinese
expatriate Commercial and sales | expatriates learn international
management
14 | 37 20 130 000 Diversification product 1 Implement HQs decisions Not many local Observational subsidiary; the expatriate

manages alone

8¢l
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MNC | subsidiary

Size
(employees
MNC)

Motivation FDI

No
expatriates

Role expatriates

Role local managers

Explanation

15 | 35 23 16 000 Sales French and European 3 Control subsidiary Quality control 3 expatriates; goal is to improve the level of
markets Implement HQs decisions HRM competitiveness of the Chinese firm; local
managers for integration in the socio-
cultural environment, French language,
HQs want to maintain local managers’
competencies; long-term stability
16 | 54 24 130 000 Sales French and European | 3 Control subsidiary Commercial local managers for integration in the
markets Implement HQs decisions Marketing socio-cultural environment; long-term
Export stability
Technical operations
Quality
Information system
17 | 7 2 Sales in China 0 CEO & CFO HQs want to maintain local managers’
Diversification product Marketing competencies; adapt to local socio-cultural

portfolio
Acquisition technology

Administration

context,
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