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Abstract
Outward Foreign Direct Investments (OFDI) from emerging economies have begun to increase significantly and have been growing at a faster pace than FDI from the developed world. This research seeks to assess the impact of Chinese acquisitions and their implications for the Made in Italy luxury sector and its firms. This paper presents the preliminary results stemming from a single case study on a Chinese acquisition in order to provide some in-depth insights over the influences and the motives driving Chinese firms to invest in the luxury Made in Italy, the patterns and modes of the Chinese acquisitions as well as the competitive strategies and the distinctive challenges that both investors and acquired firms have to face. From the findings, it emerges that both the investor and the acquired firm need to overcome several key challenges if they want to mutually benefit from the acquisition. 
1. [bookmark: _Toc322458252]INTRODUCTION

While traditionally Foreign Direct Investments (FDI) have flowed from the advanced developed economies into developed and developing countries, more recently, a new trend has emerged in the pattern of FDI. Outward FDI (OFDI) from emerging economies have begun to increase significantly and have been growing at a faster pace than FDI from the advanced developed world. Increasingly nowadays Multinational Corporations (MNCs) from Newly Industrialised Countries (NICs) are buying business assets and capabilities in the luxury sector all over Europe. 
Italy has a traditional competitive advantage in the production of luxury products (Vecchi 2008, 2013a, 2013b, 2014a, 2014b; Vecchi & Brennan, 2014). The Italian luxury market has been long been regarded as the origin of mainstream luxury goods and includes brands like Ferragamo, Prada, Gucci just to name a few. With a rich cultural heritage embedded within their brands, these firms have captured loyal customers and remarkable profits from all over the world. In Italy, luxury brands are deeply rooted in their design, quality, artisanship and service and it has often taken decades to build their reputation. These features often appeal to those who want to instantly build a luxury brand such as the Chinese investors. 
This paper presents some preliminary results of a case study of a Chinese acquisition to provide some in-depth insights over the influences and the motives driving Chinese firms to invest beyond their borders and in particular into the Made in Italy. The case explores the patterns and the modes of Chinese acquisitions as well as their competitive strategies and the distinctive challenges that both the investor and the acquired firm inevitably have to face. The paper comprises six sections. The first section provides an introduction covering the background of the research and outlines its rationale. While the second section reviews the relevant literature, the third section provides a description of the methodology. The fourth and the fifth section respectively deal with the findings and the conclusion. The original contribution of the research, the managerial implications of its findings, limitations and directions for further research are also discussed in the concluding section of the paper.

2. OFDI FROM EMERGING COUNTRIES
The Chinese acquisitions affecting the luxury Made in Italy sector are emblematic of a wider trend. Many emerging economies have benefited from a massive infusion of capital, technology and managerial expertise from the traditional industrialized countries (Rios-Morales and Brennan 2010). Because of this and other factors, companies in some of these countries have amassed sufficient capital, knowledge and know-how to invest abroad on their own. The proportion of FDI accounted for by NICs is increasing.  A variety of reasons has been offered for the emergence of FDI from NICs (Rios-Morales and Brennan 2010). These include the support of exports, the expansion of market presence, the acquisition of established brands and foreign skills and the establishment and strengthening of local distribution networks. The increasing financial strength and the growing international exposure of companies from NICs together with greater domestic competition have also been suggested as explanations. Finally, the goals of building international brands, accessing advanced technologies and establishing R&D centres in developed countries help to explain this growing trend. 
The surge of FDI in recent years has generated a growing body of literature on FDI with the theory of internationalisation and the Eclectic Paradigm widely utilized. The theory affirms that the extent and pattern of international production undertaken by MNCs is determined by the interaction of three sets of interdependent variables: Ownership, Localization and Internalization advantages, resulting in the abbreviation and alternative name of the eclectic paradigm, namely the OLI paradigm (Dunning 2006). The first competitive advantage represents the ownership (O) of specific resources to be exploited externally. The second element of the OLI paradigm regard the host country location attractions (L). Rugman (1981) defines the L-advantage as the Country Specific Advantage (CSA) that is unique to the business in each country. With regard to the last variable of the paradigm, the internalization (I) advantages involve the opportunity to keep firm specific resources within the company rather than to exploit them in the market through arm’s length transactions (Amighini et al., 2010). The OLI variables explain why internationalization occurs but do not identify the process of internationalization. Thus, the eclectic paradigm has been subsequently extended to include the theory of the Investment Development Path (IDP) that was first put forward in 1975 and since then it has gone through various iterations (Dunning 1981, 2006; Dunning and Narula 1996).According to this theory, companies engage in FDI not only to exploit their existing O-advantage in a host location, but also to augment the advantages by acquiring complementary assets or new markets (Dunning 2006).  Both theories identify the institutional environment as one key factors for internationalization, however, the focus is generally on the recipient country only. 
Differently, Mathews (2002) has developed a theoretical framework called Linkage, Leverage and Learning (LLL) to analyze the phenomenon of the MNEs from Asia-Pacific - the “Dragon multinationals”. The framework captures the idea that latecomers use their oversea investments and global linkages to Leverage cost, Lead and Learn about new sources of competitive gains. Differently from the OLI perspective, Mathews sees the first phase of MNEs formation as most likely to begin with asset-exploring purpose rather than asset-exploiting motives. He argues that linking with mature market MNCs, a latecomer firm may leverage knowledge, technology and market access with the result of entering in a learning process, which can be then exploited for further growth (Mathews, 2006). According to the LLL model, the degree of international success is therefore related to the extent to which links can be established and resources can be leveraged. The potential advantage is related to the accessibility to these resources in terms of their inimitability, transferability or substitutability. The benefits depend both on the ability of the firms to leverage external resources and on their ‘absorptive capacity’ that is their ability to identify, assimilate and exploit external knowledge (Cohen and Levinthal, 1990).  
Overall, while the conventional theories of internationalisation such as the OLI Paradigm, IDP as well as LLL offer some insights into the changing trends in FDI, they provide an incomplete understanding of the strategic drivers characterising this new phenomenon. 
2.1 OFDI FROM CHINA
In the context of MNCs from NICs, China represents one of the leading players ranked 5th among all economies in terms of OFDI flows (UNCTAD 2011). While China’s dominant position as a recipient of global FDI flows has been well documented, the oversea investment activities of Chinese companies have received considerably less attention. However, a recent wave of cross-border acquisitions by Chinese firms has brought increased interest to this topic. In this age of financial crisis and austerity, an increasing number of European luxury companies are seeking financial support and alliances with wealthy companies. The result is that Europe is experiencing a structural wave of Chinese MNCs acquisitions where annual inflows tripled from 2006 to 2009, and tripled again by 2011 to €10 billion for 2012 (Rhodium Group 2012).  
Child and Rodriguez (2005) examines the patterns of, and motives for, internationalization by prominent market-seeking Chinese firms. Case studies of these firms indicate that they are seeking technological and brand assets to create a competitive position in international markets. While mainstream theory tends to assume that firms internationalize to exploit competitive advantages, Chinese firms are generally making such investments in order to address competitive disadvantages. They are engaging in ‘outward’ internationalization by means of acquisition and organic expansion abroad. According to the authors, the acquisition route for securing international differentiation and brand advantage is being favoured by an increasing number of Chinese firms. It appears to offer a rapid advance toward achieving these objectives, though it is too early to assess the extent to which Chinese companies can handle post-acquisition integration and management challenges successfully. Such problems can be formidable for acquisitions in general, and international ones. Nevertheless, an increasing number of Chinese companies are undertaking international acquisitions.
Rui and Yip (2008) suggests that Chinese firms strategically use cross-border acquisitions to achieve goals, such as acquiring strategic capabilities to offset their competitive disadvantages and leveraging their unique ownership advantages, while making use of institutional incentives and minimizing institutional constraints. internationalize to seek strategic assets is not new, however the study has discovered the two most important reasons for them to particularly favour the acquisition mode. One was the daily increased fierce competition in their backyard that impelled Chinese firms to choose quick solutions to enhance their competitive advantages. Such a feature is described as one common push factor for emerging market and the authors argue that this feature might be the most extreme in the Chinese context.
Athreye and Kapur (2009) argue that some investments are technology-seeking in intent. Of course, the use of foreign investment as a technology-acquisition strategy is not peculiar to China only, however the stronger IPR regimes that have emerged in recent years could have created a bias towards technology-seeking overseas acquisitions rather than arms-length technology acquisitions. In part, this is so because ownership of technology assets allows more experimentation. Technology is an important element in the internationalization of Chinese companies. In many cases this is complemented with the desire to acquire brands and distribution networks, which can better appropriate returns to technology investments. Fortanier and Van Tulder (2008) compare the pattern of international expansion of large firms from China with those from developed countries. They find that Chinese firms have internationalised more rapidly and more recently and tend to present a more volatile trajectory of internationalization vis-à-vis those in developed countries. 
In a study conducted more recently by Zhang et al (2011), the success or failure of Chinese overseas acquisitions was theorized as an outcome of institutional contingencies, which was analysed at multiple levels. At country level, the authors argue that good-quality institutions in the host country will benefit Chinese overseas acquisition. At the industry level, we claimed that institutional constraints are stronger in some specific industries. At the firm level, their argument holds that state-owned target and acquiring firms face stronger institutional restrictions than other types of firms do. Moreover, it is argued that country-level institutional constraints may moderate the effects of some firm-specific factors. Johnson et al (2006) additionally identify ‘institutional ethnocentrism’ as one of the main threats to successful acquisitions. Institutional ethnocentrism promotes the home culture’s ways of doing things, and this is one factor that differentiates cross-cultural management in international business from cross-cultural management in a domestic setting. However, according to the authors the extent to which institutional ethnocentrism affects the operations of the acquired foreign unit depends on the tightness of the organizational culture: where the corporate culture is strong and the MNC imposes on foreign units the home culture’s way of doing things, making few if any allowances for differences in the local national culture, we would expect institutional ethnocentrism to be high. This type of institutional ethnocentrism can impair the expatriate employees’ ability to work effectively with other national groups, especially if the expatriates perceive that there is no organizational support for doing so and that they will be rewarded instead for their ability to do things ‘the company way’.
Amongst the difficulties that Chinese investors need to face when acquiring firms abroad, cross-cultural issues also need to be overcame (Nahavandi & Malekzadeh 1988). A study conducted by Morosini et al (1988) suggest that national cultural distance is relevant to cross-border acquisition performance. In particular, acquisitions are difficult to implement because they require a “double layered acculturation” (Barkema et al. 1996), whereby not only corporate cultures, but also national cultures have to be aligned. Yamin and Forsgren (2006) similarly argue that the main challenge to the acquirer control over the the acquisition is mostly due to the target’s embeddedness. On that basis, it might be proposed that, ceteris paribus, foreign investors prefer targets that are not deeply embedded in their local operating environments. There is certainly evidence that investors have attempted to reduce target’s embeddedness, either through reducing their value chain scope and thus their scope for locally rooted interactions and relationships or by erasing the target’s identity by completely replacing the members of its Executive Board. Conversely, Bjorkman et al (2007) propose an integrative model of the impact on cultural differences on capability transfer in cross-border acquisitions. In particular, they argue that cultural differences affect the post-acquisition capability transfer through their impact on social integration, potential absorptive capacity and capability complementarity. According to the findings, the use of social integration mechanisms and the operational integration of the acquired unit moderate the effects of cultural differences on social integration and absorptive capacity.  

2.2 CHINESE ACQUISITIONS IN THE MADE IN ITALY SECTOR
The scenario between Italy and China is particularly interesting due to the peculiarity of the Italian economic system which shares some features with the Chinese one. These are namely the strong presence of Small and Medium-sized Enterprises (SMEs) that are specialized in traditional industries (Rabellotti and Sanfilippo 2008; Amighini et al. 2010). A recent study (Pietrobelli et al. 2010) shows that Chinese firms often regard Italy as a particularly informative European market since the consumers’ taste is often regarded as a very demanding and very sophisticated. Moreover, in mainland China, Italy’s reputation for high quality and prestige products remains strong and the market for luxury goods has experienced remarkable growth (The Economist, 17/03/2012). According to Filippov and Saebi (2008), Chinese investments in Italy reflect the effort to enter competitive European markets and obtain access to superior technologies, know-how and capabilities. The high level of specialization in sectors such as the automotive, textile and clothing, machinery and home appliances represents a very appealing factor for China wishing to upgrade its production and technological capabilities and build its own global champions in these industries (Mariotti and Mutinelli 2008). 
According to a report conducted by Rhodium Group (2012), the first Chinese investment in Italy took place in 1986 when Air China opened a commercial office in Rome and until the end of the 1990s the number of investments registered was very negligible. However, since 2000 the number of Chinese acquistions in Italy has increased significantly as a confirmation of the importance of the strategic asset seeking motivation.  Pietrobelli et al. (2010) affirm that what is happening today in Italy resembles the “Marco Polo effect” that happened in China centuries ago but in the opposite direction. At that time, Marco Polo was impressed by the level of civilization achieved in China and brought back to Italy some important scientific and technological discoveries. The same is happening today, since Chinese companies seem to be interested in gaining the knowledge and the expertise developed in Italy, in particular in design-intensive and in high-quality productions. For these reasons, Chinese MNEs are increasingly targeting the acquisition of technological skills, design capabilities and brands to acquire those local competences that are available in the Italian specialized manufacturing clusters (Pietrobelli et al. 2010) as illustrated in the Table 1 below.
Table 1: Main Acquisitions by Chinese firms in Italy by sector
	Year
	Target
	Acquirer
	Sector
	Stake %

	2001
	Meneghetti
	Haier
	White goods
	100

	2004
	Wilson
	Wenzhou Hazan
	Textile
	90

	2005
	Benelli
	Qianjiang Ltd
	Motorbikes (luxury)
	100

	2006
	Elios
	Feidiao Electrics
	White goods
	NA

	2007
	HPM Europe Spa
	Hunan Sunward Intelligent Machinery
	Machinery
	51

	2007
	Omas srl
	Xynyu Hengdeli Holdings
	Textile
	90

	2008
	Cifa
	Changsha Zoomlion
	White goods
	60

	2008
	Tacchini Group
	Hembling International Holdings Limited
	Fashion (luxury)
	100

	2009
	Elba
	Haier
	White goods
	20

	2010
	Volvo Italia
	Zhejiang Geely Holding
	Automotive
	NA

	2011
	Sirton
	Shanghai First Pharmaceuticals
	Pharmaceutical
	NA

	2012
	Ferretti Group
	Shandong Heavy Industries-Weichai Group
	Boats (luxury)
	75

	2012
	De Tomaso
	Hotyork Group
	Automotive (luxury)
	80

	2012
	Miss Sixty
	Crescent Hyde Park
	Fashion (luxury)
	50

	2012
	Ferragamo
	Peter Woo
	Fashion (luxury)
	8

	Source: Data collected by the author



Rather than building home-grown brands that would require a long time to become established Chinese firms seek to invest in Italian brands that possess a rich heritage but have fallen on hard times or gone out of fashion to consolidate their position in the global market. An emblematic example is the acquisition of Ferretti Group that was acquired by the Chinese investor Shandong Heavy Industry Group (‘SHIG’) is a state-owned holding company. Other cases are the Hembly International Holdings, leading Asian clothing retailing group that acquired Sergio Tacchini, well-known but declined luxury clothing brand in 2007 and Trendy International, Hong Kong clothing distributor who recently bought a minority stake in Miss Sixty, a popular luxury clothing manufacturer for teens. 
Overall, the widespread anxiety concerning China’s international expansion calls for a better understanding and knowledge of the strategies of Chinese companies entering the Italian market to better inform what is becoming an increasingly relevant debate (Vecchi 2013a, 2013b, 2014a, 2014b; Vecchi & Brennan, 2014). Although this topic is becoming fashionable in international business studies, the empirical evidence on Chinese FDI in European countries is quite limited and mainly relates to the UK (Burghart and Rossi 2009; Cross and Voss 2008; Liu and Tian 2008) and Germany (Schüller and Turner 2005). This evidence is even scarcer if we consider Italy and to large extent the Made in Italy sector. As such, there is a valuable opportunity to conduct further research. 
3. METHODOLOGY
This paper presents the preliminary results of a single case study of a Chinese acquisition that was conducted to provide some in-depth insights over the influences and the motives driving these firms to invest into the Made in Italy. The paper relies on one in-depth case study (Yin 2008) that was purposefully chosen to illustrate some distinctive organizational challenges that were faced by both the target and the acquirer firms before, during and after the acquisition. 
The acquisition of Meneghetti by Haier was selected as a suitable case study. The firm was acquired by the Chinese investor Haier and it was the first acquisition of a white goods company from a Chinese investor in Europe. To enhance the rigour of the findings, the case study followed a very structured research protocol as illustrated in the Table 2 below.
Table 2: Case study research protocol 
	Data Source
	Main Focus

	1 In-depth interview with the company General Manager
	Overview of the target’s market
	Overview of the acquirer’s market

	
	Brief history of the target
	Brief history of the acquirer

	
	Target’s main strategic assets
	Acquirer’s main strategic assets

	
	
	Acquirer’s international expansion

	
	The acquisition

	
	The post-acquisition

	
	The integration phase

	6 In-depth interviews with key-informants
	Discussion of the findings to increase their robustness



Firstly, Haier’s General Manager was interviewed to investigate some aspects of the acquisition that would not emerged with other data collection methods. The General Manager has been working in the company for many years and he is very knowledgeable about the acquisition. The interviewee also provided useful material such as company reports along with secondary data that were useful to corroborate the findings.  Additionally, to overcome the limitations that conducting a single case study entails (Yin, 1984), five key informants possessing some relevant expertise in the field were also interviewed to further increase the robustness of the findings (Tellis 1997). 
4. THE CASE STUDY

4.1. The acquirer

Qingdao Haier Co., Ltd. is a company specialized in manufacturing and distributing household appliances and consumer electronics goods. Based in Qingdao, China, it currently owns 24 manufacturing centres, 21 industrial parks, and 5 R&D centres in Europe, North America, Asia, the Middle East and Africa. Controlled for the 45.9% by Haier Group Corporation, a private held company characterized by large state-owned stakes, it has been listed on the Shanghai Stock Exchange since 1999. Recently it gained recognition as one of the best publicly traded companies in Forbes Asia Fab 50 and as the world’s number one major appliances manufacturer, with a 9.7% of retail volume share. The company in 2013 was also ranked eighth in the Top 50 Most Innovative Global Enterprises and ranked first for Consumer Products and Retail by the Boston Consulting Group. Originally named Qingdao Refrigerator Co., Ltd., Haier was founded in 1984. As happened to many Chinese companies, Haier business growth and development has been shaped by Chinese historical and political milestones of the post-Mao era. Starting from 1979, when the Chinese economy officially welcomed foreign investments through the introduction of the first law on Sino-foreign equity joint ventures, until 1984, when policy reforms appointed 14 coastal cities as open areas for foreign investments, reducing red tape and granting tax benefits. These were the circumstances that allowed the German company Liebherr to sign a joint-venture contract with Qingdao Refrigerator Co. in 1985. Throughout this alliance the company, which name changed in Haier, acquired equipment and technology knowhow from the German counterpart managing to boost expansion within the national market. The use of a shared trademark was a great help to win the market share since the foreign brand reputation conveyed an idea of prestige and quality to the Chinese customers (Yi and Ye, 2003). By the end of 90s, the Chinese market for refrigerator was incredibly huge and fast growing. The social acceptance of the private property and the increase in the pro capita income were main drivers for household appliances purchasing. The refrigerator was the first electrical appliance that a family wanted to own and the symbol of a whole new revolution: not just a status symbol but the appliance that changed the traditional way of storing and consume foods and beverages. During this phase, with a current net profit of USD 20mil, 50 thousand employees and the undisputed leadership in the national market, Haier started to pursue a differentiation strategy and to aggressively develop an international expansion. The decision to get international was mainly due to the necessity of maintaining the high growth pace while facing the domestic pressure exercised by foreign players, and of complying with the Government directives of the ‘Go Out Policy’ (11th five-year plans of the People’s Republic of China). Haier’s aim was to become a truly global player, increasing its market shares and building a worldwide brand. To fulfil the goal, the initial strategy adopted was to first penetrate the difficult markets and later on focusing on the easier ones. The most challenging markets, and most profitable, were the US and the European one. Committed to this effort, the company was called to strengthen skills, competencies and above all sustain massive capital investments. In the US, Haier entered the market firstly through a joint venture with Michael Jemal and secondly through a greenfield investment in South Carolina, where a production facility was opened. In addition a marketing centre in New York and a research and development hub in Boston were established. In Europe, on the other hand, the circumstances were far more complicated. For one thing European customers had always been generally considered quite sophisticated and, most important, the market was extremely fragmented: a product appealing the British taste possibly did not appeal the Spanish one. Therefore, gaining success in the European market meant Haier had what it takes to win over the global market. The development of the European strategy started with an initial joint venture with Philips in Netherlands and later on through acquisitions and the establishment of commercial outposts in all the major markets (e.g. France, the UK, Spain, Germany, Poland, Greece, Russia). Nowadays, Haier production strategy is blended: part of the manufacturing is made in China and part of it is localized in local markets. In Europe, for instance, Haier established design centres, a manufacturing facility and regional commercial centres. The latters are under the control of Haier Europe Trading, the European commercial branch of Qingdao Haier Co., Ltd., which headquarter is Paris based. The ratio of this blended strategy is to establish a “locally designed, locally made and locally sold ”system that allows Haier to acquire the latest information and understand the changes in local customers’ demands (Kumar and Steenkamp, 2013). In addition to the capability of quick reactions to market changes, producing locally allows Haier to put ‘Made in the US’ or ‘Made in Italy’ labels, avoiding in this way the customer perception of low quality exports from China. Haier products are sold through the most major retail chains. Considering the refrigerator business, Haier pursues a differentiation strategy in China and in the US through the Casarte brand, targeting high margin price segments, whereas in Europe and in Italy the products aligned themselves with the Candy, Merloni, Indesit target. However, brands such as Borsch, Liebhers and Siemens are still preferred by European consumers, not just for an actual product quality but mainly from a perceived perspective on quality. The latter issue has been one of the biggest challenge to face for Haier: build satisfactory products for customers getting more and more sophisticated and at the same time overcome the drawbacks linked to common prejudices over Chinese brands.

4.2. The target

Founded in 1960, Meneghetti SpA is a family company producing domestic appliance components, such as cooking hobs and ovens, under third parties renowned brands. In late 90s, the business was particularly committed to the production of the so-called ‘mini-kitchen’. The mini-kitchen was meant as a compact self-contained kitchen designed to fit small spaces. The design included, in addition to the structure, build-in cooking hobs, an oven and a small refrigerator. Since the in-house production was already covering the cooking hobs and the ovens, Mr Meneghetti decided to start manufacturing the refrigerator unit as well. In the late 90s, he inaugurated a new company refrigerator plant in Campodoro, nearby the city of Padova, not far from the original plant based in Rosà (in Vicenza). Unfortunately, later in the same year, Mr Meneghetti, the charismatic innovator and leader of the company, passed away leaving the management to the heirs. In 2001, the Meneghetti family decided to retain the core business of the family and to sell the refrigerator plant in Campodoro to the Chinese Qingdao Haier Co., Ltd maintaining an 8% share ownership. The facility’s productions capacity was 250,000 units per years and at the time, the facility employed 100 people (Yi and Ye, 2003).

4.3. The acquisition and the post-acquisition

Once decided to go global, Haier first strategy to approach the European market was to send sales representatives knocking the office doors of the most important retailers (e.g. Carrefour, Conforama, El Corte Inglés, Kingfisher) to introduce and place the products. According to the General Manager, the approach did not work at once. Sales representatives were not fluent in English, the catalogues were most of the time Chinese written and the product itself unappealing to the European taste. The refrigerators, that were selling so well in China and that were reporting fair success in the US, were almost impossible to place in the European great distribution because they were considered ‘ugly’. In addition, the label of being a Chinese product was creating the wrong expectations: the product was supposed to be extremely cheap and only adequately functional. It was during this phase that Haier was approached by Mares Marketing. Mares, a Varese based company, was specialized in offering sales and marketing services to manufacturers of domestic appliances in need of expertise to develop sales network in the European market. In early 2000s, it was the founder manager of Mares Marketing that put in contact the heirs of the late Meneghetti and Haier managers to promote the acquisition of the refrigerator plant in Campodoro. In July 2001, the official announcement: Qingdao Haier Co. purchased the Italian refrigerator plant belonging to Meneghetti spa, based in Campodoro (near Padua), for USD 8 million. The new born entity was named Haier (Italy) Appliances. The acquisition was meant to mark a turning point in Haier expansion. The following inaugural celebration was delivered in Chinese style: Haier management explained the mission and the vision for the future, the traditional ribbon was cut, Italian and Chinese flag waved in the air. In the meanwhile, all employees listened carefully somehow astonished by the nationality of the ownership but mainly relived that the future now appeared less uncertain. However, Haier euphoria for the conclusion of the first European acquisition rapidly burnt out when the deal revealed itself not to be as good as expected. The facilities were surely new but the refrigerator production had never been properly launched, therefore since the customer portfolio was without any orders there was a clear production overcapacity. The management sent to Italy consisted in just one production director and an interpreter. At the beginning, the difficulties were several: irregular production orders, incommunicability between managers and workers, since the Chinese director used to spend most of the time inside the office talking with the Qingdao headquarter, and finally chaos generated by the whole ‘cassa integrazione’ situation. From the Chinese standpoint it was unbelievable that workers were to be paid for not working and staying home, they did prefer to keep them in the factory even if there was no production. From 2001 to 2003, nothing relevant happened in the Italian subsidiary. Haier kept expanding in Europe through the opening of regional commercial centres, independent one from the other, with their own product manager, accounting and logistics departments and one direction entitled to achieve the budget. Headquarter for the Haier European commercial area based in Paris. In Italy, the regional centre was originally based in Varese and later on in Milan. In the meantime, the Campodoro facility was omitted from the greater strategy. According to the General Manager, at that time the plant was seen more as a burden than a resource to be exploited. Things started to change by the end of 2003. The Qingdao management realized that the Italian plant could be used as a regional observatory to get to know the market, the product itself, the competitors price dynamics, the suppliers networks and all the production information that were not usually available through commercial salesmen. The job to supervise the plant was given to the General Manager, a very reputable manager with extensive experience in the sector having worked in Zanussi, Electrolux and Whirlpool. When analysing Haier acquisition of Meneghetti, it can be said that from 2001 to 2004, the Chinese management of Haier Italy Appliances was more concerned with limiting the mistakes rather than starting a proper post-acquisition strategy. At that time, the production consisted in the assembly of a double door refrigerator (refrigerator and freezer integrated) of Chinese design that in Europe targeted low budgets holder or people buying it for the holiday house. The margins expected were almost impossible to be achieved. Acquiring management expertise, in the person of the General Manager, was the first step made by Haier to change the status quo of the forgotten Italian plant. During the following four years, the synergies between the Italian management (the General Manager and his team) and the Chinese chief engineer in Qingdao, the only one truly believing in the potential of the Campodoro plant, conceived the product that marked the turning point for Haier expansion: the 3D refrigerator. The product designed from scratches for the European consumer was innovative from a technological standpoint, functional, and ‘beautiful to look at since its design was refined and sleek’ (interview with the General Manager). Unsurprisingly the 3D refrigerator became the Haier ambassador product in Europe, registering great success also in China, where the ‘Made in Italy’ label greatly appealed the wealthy consumers. The Campodoro facility became the centre of the new production. Even though the weight of Italian wages was heavier in comparison with Chinese standards, the product was meant to target high products quality, therefore the margins were possible to achieve. In the facility, the one production line was modernized for the needs of the new designs, which aimed to maximize the process and product communality and therefore minimized process bottlenecks and inventory size. In 2009, the plant worked at full capacity with a yearly production of 80-100,000 units. The factory was not just an assembly facility, it purchased the painted foils and from there the manufacturing was made in-house. Since the plant was a small one, compared to the competitors having more than one production line and therefore reaching the 1 million units per year, the economies of scales were more difficult to achieve. This was the reason why, the supplied components arrived mainly from China where there was a double advantage: not only the prices were lower, however a further discount could be reached due to the volumes sharing of the components with the other Chinese manufacturing centres. As for the decision of how many units produce in a year, the Italian factory was subordinated directly to the Qingdao headquarters being autonomous from the Haier Europe Trading branch. Every region having its own catalogue where there were both the products manufactured by Haier Italy Appliances spa and the ones imported by the China factories. The 3D refrigerator soon gained the status of global product gaining appreciation not only in Western countries but also in China, where it became surprisingly an overwhelming success. Just for it, Haier created the brand ‘Casarte’ that recalling the idea of ‘Italianess’, luxury and prestige of the ‘Made in Italy’ targeted wealthy Chinese, with a yearly income over the one million, and it was placed at a price of USD 100 higher than the competitors. The product was well commercialized and helped Haier gaining a great visibility. Unlike others multinationals coming from emerging economies, Haier proudly owned a manufacturing site in Italy and its product were authentic Made in Italy goods. Nowadays, the situation has slightly changed from the ‘golden period’ from 2008 to 2012. The original 3D product has not been radically innovated yet and the production is slightly decreasing. The European market represents still an obstacle since the path towards success was much longer than just the first step made by Haier. The drawbacks linked to the Chinese brand are still heavily influencing the purchasing of a refrigerator, as the General Manager confirms ‘when facing two options and they are quite comparable among themselves, the consumer tends to stick with the European well-known brand rather than opt for the Chinese one’.

4.2.4. The integration phase

According to the General Manager, working in China and with the Chinese is ‘not a task for weak hearted’. The main challenge to face during the integration phase concerns for sure the fundamental differences between the Italian and the Chinese culture, not just at the organizational level but also at the national level. The General Manager said that ‘I was confused at first. I did not understand the Chinese culture and the way they behaved. Similarly, they had the same feelings about me. The turning point happened when I started learning more about their culture and to realize that it was impossible to keep doing business as I was used to. It was essential to recognize that I was not doing just business but I was doing business with the Chinese’. When considering the Chinese behaviours in business, it is quite difficult to identify which are the strong distinctive features, as it happens for the Japanese or German firms; however, it is possible to detect some common traits since Chinese behaviour within the business environment is heavily influenced by the national culture beliefs. The General Manager, for instance, mentioned the different attitudes towards the concept of time in the Western culture versus the Chinese one when approaching a project. In the Eastern organizational culture, for instance, the Gantt chart is the most common tool used to plan the production timeline. The drawing of the Gantt and the planning involved in it are the initial steps, the phase when the manager or the team identifies which are the time spans available, defines the milestones and the checkpoints, finds out the alternatives, the plans B or the shortcuts. Through this approach the aim is to face and solve the majority of the issues that have probability to happen during the process and to know when the process is leading and when it will ends. In the same way, the Chinese saw the Gantt chart not as a starting point but as the final one. Once the planning was executed the paper sheet was put away and forgotten. Moreover, the tool itself was somehow used to please the supervisor rather than to visualize the pattern toward the production. For instance, it often happened that the Gantt chart was started from the end going backwards rather than the contrary, with the result that everything was apparently fitting even though the rationale behind the tool was completely missed. Also the whole idea of contracting is different, ‘I was used to the idea that when the contract was signed by both the parties that it was, instead the Chinese approach allows the space for further negotiation and changes’. Pleasing the supervisors is another issue highlighted by the General Manager that sometimes leads to communication misunderstandings and organizational delays. ‘In China people will never say no. You have to understand when the denial is tacit. For instance, once, it happened that something was going wrong back in the Chinese facility and from the Italian office it was impossible to understand what the whole matter was about. Since the situation was murky, I decided to book a flight and go over myself. It was clear that my Chinese colleagues were no looking forward my arrival but rather than just explicitly telling me not to come they made up excuses. First it was that the one I wanted to talk with was on a business trip in the US, then that he was free only on a particular hour, and lastly that the plant would have been closed in the days I was planning to visit to allow employees to attend the Olympic torch passage through the city. It was probably at that time that I finally had the definitive proof and I gave up: the Olympic torch official path was not going nearby Qingdao at all. The most exhilarating fact was that while in my office in Campodoro I was wondering together with my team what the Chinese were doing, at the same time in a office in Qingdao my colleague and his team were probably wondering why I was being so stubborn not to understand that it was a no situation’ (interview with the General Manager). Similarly, the General Manager discovered that the importance of pleasing a guest sometimes could be misleading for communication. At the beginning of his experience in Haier, during the first meeting in China he was asked to give a talk to the Chinese colleagues. The room was filled up with 50 people and they were all listening carefully to him. However, he soon realized that no one understood a thing of what he was saying even if there were no complaints. From then on, he learnt to stop now and then and ask not only if they were following him but also if they were able to summarize the concepts just explained. In this way, he learnt how to better his own delivery and actually dialogue with colleagues. Language was not the only challenge to face during the integration phase. Communication as a whole is an essential issue when managing a business as wide as Haier’s one. Nowadays, technology allows people to work in offices far away 9000 kilometres one to the other without any trouble, however, within a Chinese organization it is important to make yourself known in person to your peers and breach the circle of friendship, the so called guanxi. Accoding to the General Manager’s experience, the Italian management put a lot of effort into relationship networking with the Qingdao colleagues in order to develop a shared trust. The trips to Qingdao were frequent and every time a gift from Italy was brought with them. However, building trust and relationship is not enough to manage the relations within the organization. Haier, in particularly, even though relatively young from a Western perspective, is quite a traditional business with a very hierarchic and bureaucratic organization structure. There are too many management layers and the main consequence is that the decision process is extremely lengthy and time consuming. The control leadership is overload and when called to decide the decisions are inefficient due to lack of information and time availability. Moreover, the oppression at the top of the organization is balanced by a paralysis at the periphery where the managers have very little autonomy and no recognition for their good or for bad actions. According to the General Manager, things are starting to change in Haier, thanks to the efforts of the current CEO, however, also in these circumstances another issues that characterized the Chinese culture is to take under consideration. Chinese are very ambitious when setting a goal or an objective to achieve, however, most of the time what the management forwards is not a decision but a proclaim, a poster, a dazebao. This happened to create some confusion immediately after the acquisition of Meneghetti, when the Haier delegation in Campodoro announced investments and goals but then left the management of the facility to just one Chinese manager, not speaking English or Italian, without following with actions the initial statements. In the launching of the new product, it was also experienced the reticence of the Chinese management to invest further into activities such as the marketing and the communication campaign. In this behaviour it was recognized in Haier the lack of resolution to finally build a strong brand. When the General Manager was asked about it, he answered that Haier made huge investments in the Europe market, but due to delays, lengthy decisions and weak communications the 3D product, the innovation, came out a couple of years later than expected. At that point, in Qingdao the success was experience as something to finally exploit not as something to leverage in order to gain even more in the future. In addition, when called to renew the product, it was decided to commit the restyling to the Porsche Design Centre, without consider any of the smaller designers who were probably more equipped and knowledgeable of the refrigerator market. In all these circumstances, the General Manager said that the Italian team tried to influence the decisions from the headquarters but it was extremely difficult due to the organizational approach of the Chinese counterpart. Decisions were taken from the top and the involvement of the lower managers was not always welcomed. The same the General Manager confirmed that initially his position within the company was not defined, only later due to fortuitous circumstances and personal interests he became more involved in the design of the new product and he gained recognition and credibility far above the title of facility director. With the arising success even the Italian facility became a flagship of Haier production in Italy. This is the reason why from Qingdao they asked him to make the factory look more Chinese. Now on the walls of the offices there are Chinese posters, a clock that gives the hour in Italy and in China, the Haier poem and outside the Italian, the Chinese and the European flags. Interestingly, when asked about if the Italian culture was somehow absorbed by the Chinese one, the General Manager affirmed that it was impossible. Even though Haier size and power in comparison with the Italian plant is not comparable, it would have been impossible to import the Chinese culture in it. This is the reason why in the Campodoro facility the two cultures clearly coexist and gave birth to an integrated one. Evident examples are the Chinese posters on the corridor wall: the Mandarin text and the Italian version are one next to the other. However, the translation is not a literal translation but one that is more apt to the Italian culture. ‘It would have been ridiculous to do otherwise. It was impossible to import the Chinese culture in our plant. However, a fundamental integration step was to take conscience of the peculiarities and the differences between our culture and theirs and make sure that everyone respect the other’ (interview with the General Manager).

5. CONCLUSION

Despite the topic is gaining importance, research on the internationalization of Chinese MNEs is quite limited to studies that attempt to provide an overall overview of the trends with a limited focus on  specific sectors and on the drivers of the acquisitions’ choices (Pietrobelli et al. 2010; Amighini et al. 2010). Therefore, this research has been an attempt to provide some anecdotal evidence by highlighting the strategic drivers behind the acquisition and the main difficulties arisen during the integration process between the target and the acquirer. 
As for the strategic drivers behind the acquisition, the findings confirm that the ongoing increase of acquisitions carried out by Chinese MNEs in the luxury Made in Italy is a signal of the strategic-asset seeking motivations where the intent is to absorb new knowledge and know-how from the target company (Child and Rodriguez 2005). From the perspective of a Chinese MNEs, acquiring an Italian company is a shortcut to rapidly acquire assets, especially of intangible nature, which in-house generation would have been too much lengthy. More specifically, in relation to the case study at the time of the acquisition, Haier was more interested in establish a physical presence in the European market; it was 2001 and Europe was still one of the most attractive markets in the world. 

The findings also support Rui and Yip’s view (2008) who suggests that Chinese firms strategically use cross-border acquisitions to achieve goals, such as acquiring strategic capabilities to offset their competitive disadvantages and leveraging their unique ownership advantages. In particular, Haier seems to be driven by the  increased fierce competition in its backyard that impelled the group to choose quick solutions to enhance their competitive advantages. Such a feature is often described as one common push factor for emerging market investors and the case study presents itself as an emblematic example. The analysis of the acquisition confirms that design and the prestige of a long-established brand are the main drivers. In particular, the research shows that the acquirer seeks to strengthen its competitiveness on the international market by leveraging the design and the heritage behind the Meneghetti brand. 

In relation to the main difficulties arisen during the integration process between the target and the acquirer, the findings support Child and Rodriguez’s argument (2005) that post-acquisition integration and management challenges can have a significant impact on Chinese acquisitions. The findings over the impact of the acquisition on the target are in line with Hofstede’s cultural distance hypothesis (1980) that suggests that the difficulties, costs, and risks associated with cross-cultural contact increase with growing cultural differences between two firms (Morosini et al. 1988; Nahavandi & Malekzadeh 1988; Johnson et al. 2006). In the case of Haier, the post-acquisition was particularly difficult because both the parties were unprepared to face cultural differences issues. Immediately after the acquisition the issues concerned differences in daily routines and working union habits (‘cassa integrazione’). Subsequently, they have arisen from the different use of technical and managerial tools, different concept of time or contract, and high hierarchy in the organization. In the post-acquisition phase, Haier maintained in Italy the location of the manufacturing facilities so to fully exploit the advantages associated with the Made in Italy tag and the locational advantages, such as the proximity to industry clusters. A clear integration strategy was observed, in particular an absorption strategy that allowed the two entities to improve the performance of the Italian subsidiary thanks to the exploitation of components purchasing by achieving economies of scale and higher efficiency throughout the manufacturing process. 

Although the case study provides some in-depth insights over the drivers of Chinese acquisitions into the Made in Italy, the limited number of Chinese acquisitions in Italy prevents the conduction of a more generalizable econometric assessment. A case study approach has been therefore deemed as an appropriate methodological choice. Even if this approach can provide in-depth insights, the issue of generalizability looms larger here than with other approaches. The research focused only on a single case study, conducting multiple studies within different sectors of the Made in Italy luxury industry would be surely desirable. Moreover, despite the case study relied on multiple sources of evidence, it heavily relied on the view provided by the General Manager, who is Italian. This has inevitably led to some bias in the findings and hearing the view from the Chinese counterpart would have provided a more faithful representation of the acquisition. 
Nonetheless, due to the increasing number of Chinese acquisitions in Italy and their important implications for the Made in Italy, there is the hope that the study may spark a wider interest over the issue and stimulate further research to generate a cumulative body of knowledge on the topic. This scenario represents a great learning opportunity for both the Italian and the Chinese firms and it is becoming crucial to gain a fuller appreciation of how this phenomenon can be turned into a mutually beneficial opportunity. Therefore, additional studies may help to investigate further problems arising in the integration process and thus suggest corrective actions that can be implemented to ease the success of the acquisitions. Due to the increasing intensification of Chinese acquisitions activities and of the related fears and expectations regarding Chinese expansion into the Made in Italy sector a fuller understanding of the phenomenon is not only desirable but also indeed necessary. This is critically important given the degree of anxiety that stems from the sensitivity of this novel topic. The provision of concrete research results can assist governments in supporting the sector with responding to this phenomenon by adjusting their policies so that local economies are able to capitalise on the advantages to be derived while minimising the negative impacts. 
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