The Diversity of Chinese Firms: Antecedents and Consequences for Chinese Direct Investments in Europe

Abstract
The rise of outward foreign direct investment by Chinese firms has led to re-assessments of fundamental international business theories and has highlighted important distinctions between the activities of state-owned and private-owned enterprises. Building upon these distinctions, we develop and examine a novel typology of Chinese firms to explain substantial variation in privately owned enterprises (POEs) and state-owned enterprises (SOEs), based on their degree of indirect state support. We draw on the resource-based view of the firm and comparative institutional analysis to develop hypothesis on the extent and type of outward foreign direct assessment for different groups of firms: favoured SOEs (enjoying direct and indirect state support), favoured POEs (indirect state support); unfavoured SOEs (direct state support); and unfavoured POEs (neither).

After distinguishing their corporate governance and access to finance of these four groups of firms for OFDI, we then examine our hypotheses using a unique firm-level data set in the strategic solar photovoltaic industry. Our findings show that while unfavoured SOEs will be the least active and dynamic in their OFDI due to lack of incentive and means; favoured POEs will be the most active and dynamic of all. Further, we found that while access to finance, which is associated with state favouritism, influences Chinese firms’ quantitative level of OFDI; their corporate governance, which varies by firm category, largely shapes the type of their OFDI activity.    

1. Introduction
Foreign investments by emerging economy multinational enterprises (EMNEs), especially those from China, have generated much scholarly interest (Buckley et al., 2008; Mathews, 2006; Williamson and Raman, 2011).  Key theoretical debates have focused on how this investment differs, if at all, from that by developed-economy multinationals. This work has revealed key insights into the nature of EMNEs and the implications of their activities for International Business theory (e.g. Annushkina and Colonel, 2013; Gameltoft et al., 2012; Mathews, 2006; Ramamurti, 2012; Sinkovics et al., 2014). In particular, research has highlighted two key factors that distinguish outward foreign direct investment (OFDI) by Chinese firms compared to their developed-economy counterparts. First, the Chinese government plays a relatively prominent role in promoting foreign investments by Chinese companies, especially mergers and acquisitions Second, Chinese MNEs often acquire firms abroad for their superior capabilities 
Existing explanations of Chinese firms’ OFDI have revealed 1) the importance of state ownership in promoting mergers and acquisitions abroad (Buckley et al., 2007; Child and Marinova, 2014; Ramamurti, 2012; Sauvant, 2009; Zhang et al., 2011), 2) the desire to gain access to superior capabilities (Mathews, 2006), and 3) how the presences of ‘institutional voids’ within Chinese institutional environment leads some Chinese companies to invest abroad. In reaching these findings, the existing literature on Chinese MNEs frequently draws distinctions between state-owned enterprises (SOEs) and privately owned enterprises (POEs) (Luo et al., 2010; Salidjanova, 2011; Wang et al., 2012).
	We build on this important distinction to argue that it is not just direct state involvement in a company that matters: indirect state support does, too. This is true for both  POEs and, somewhat counter-intuitively, SOEs. Not all POEs, of course, will benefit, but some will. Similarly, SOEs, especially those in sectors that the Chinese government considers as ‘strategically’ important, are likely to receive more indirect support than those in ‘non-strategically’ important sectors[footnoteRef:1]. We argue that these previously overlooked differences have important implications for both the level and type of OFDI by the variety of Chinese firms. [1:  The State Council of China declared a policy document in 2010 “the Decision on Accelerating the Development of Strategic Emerging Industries”. The industries that gain considerable weight include: 1) Energy efficient and environmental technologies; 2)Next generation information technology; 3)Biotechnology; 4)Advanced equipment manufacture; 5)New energy; 6)New materials; 7)New-energy vehicles (State Council, No. 32, 2010).
] 

Indirect state support, usually signalled by explicit declaration of support and instantiated by generous and cheap finance, is likely to encourage POEs to invest more readily abroad and to enable them to make more risky, strategic asset-seeking investment than would otherwise be the case. Those POEs that do not receive on indirect state support will be reliant on their own relatively limited resources, making them less likely to invest abroad in the first place, but, when they do, making them more likely to invest in market-expanding activities that draw on their existing capabilities rather than invest in novel technologies that do not. Indirect state support may embolden SOEs in ‘strategic’ industries to invest more readily overseas; however, as we argue in more detail below, the governance of such SOEs will limit their ability to make investments in novel technologies abroad. SOEs that do not receive indirect state support are the least likely to invest overseas, as they, in general, have neither the incentives nor means to do so. 
	We examine these arguments by analysing investments by Chinese firms in the solar photovoltaic (PV) industry, an ideal ‘test bed’ for four main reasons. First, opportunities for foreign firms to acquire the assets of struggling or bankrupt firms in Europe, and elsewhere, exist as a result of over capacity in the sector (BMU, 2012; BMWi, 2011; European Commission, 2009, 2013). Second, these struggling or bankrupt firms, collectively, have a range of assets, including potentially disruptive technologies that are not yet commercially viable as well as sales networks for existing products (BMU, 2012), enabling us to make distinctions between investment motives. Third, many Chinese firms, too, have faced serious difficulties in surviving, let alone sustaining growth during the international solar PV market crash between 2008 and 2010 (Honghang, et al., 2014; Shi, 2012), leading the Chinese government to manage industry consolidation by offering indirect support to some firms, but not others. Finally, then, the variety of Chinese firms in the solar PV industry ranges from SOEs to POEs with or without indirect state support.
	By analysing firms in this sector, our contribution is twofold. First, we put forward and test an innovative analytical framework that builds on existing theories to examine important distinctions between Chinese firms that previous research has downplayed. Second, by doing so, we can help to reveal the various assets that different types of Chinese firm are likely to acquire in Europe and elsewhere, as well as those that they may sell-off after an acquisition, highlighting the impact of Chinese investments on acquired firms.
	The remainder of this paper has five sections. The next section outlines the theoretical background and propositions of this paper; section 3 outlines the Chinese solar PV industry. Section 4 introduces the methodology and data set; section 5 discusses some of the preliminary the findings and section 6 concludes. 



2. Theoretical Background
2.1 How Chinese state influences the development of firm capabilities, in general, and OFDI, in particular
Examining why and how Chinese firms invest abroad has long been an important focus of International Business research. Dunning’s (1980) OLI framework or eclectic paradigm has underpinned much empirical work. According to the OLI framework, companies invest abroad in order to benefit from their ownership-specific advantages (O), the locational advantages of the host economy (L), and the advantages that flow from internalizing the activities associated with producing those goods or services overseas rather than relying on contracts with other firms (I). Ownership advantages are the intangible capabilities that differentiate firms from one another and that enable them to compete. They can include superior research, design, co-ordination, marketing, or financial capabilities (Dunning and Lundan, 2008). Locational advantages are the gains that companies can make by investing in foreign countries with, for instance, lower production costs or superior natural resources. Internalizing the firm’s production activities enables the company to retain control of routines and, potentially, to take advantage of economies of scale.
The application of the OLI framework to explain the internationalization of firms from China has generated much debate. Whilst some research supports the extension of this framework to Chinese firms (Erdener and Shapiro, 2005), other studies do not (Mathews, 2006). The main distinction between these studies relates to the importance of ‘pre-existing’ ownership advantages in underpinning investments abroad. Recently, the resource-based view (RBV) has become an influential theoretical perspective in international business research, especially in the development of new theories of internationalization (Peng, 2001; Peng and Meyer 2012). International applications of the RBV extend the eclectic paradigm by specifying the nature of internal resources and capabilities. Similar to the eclectic paradigm, the RBV defines ownership advantages as firm-specific resources, such as superior proprietary resources or managerial capabilities that can be applied competitively in a foreign country (Barney, 1991). Different from the eclectic paradigm, international applications of the RBV suggests that internationalization can be an effective way for emerging economy MNEs to access the strategic resources that they lack. Strategic assets sought by these firms mainly include technology, human capital, and brands (Luo & Tung, 2007). This appears to have been supported by a significant body of evidence, that Chinese companies often invest abroad in order to acquire strategic assets rather than to exploit existing ones (Child and Rodrigues, 2005; Deng, 2009; Mathews, 2006; cf. Williamson and Raman, 2011; Williamson and Yin, 2013).
Other studies, however, question whether existing theories, which largely downplay the firm’s home-country institutional setting, can explain the China OFDI phenomenon. Buckley et al. (2007), for instance, argue that explanations of Chinese OFDI also need to incorporate the effects of institutional deficiencies in China, noting that SOEs’ access to finance at below-market rate encouraged disproportionately risky OFDI decisions. In addition, Morck et al. (2008), highlighting key differences between POEs and SOEs,  pointed to the extraordinary high savings rate among Chinese SOEs and weak corporate governance to manage these savings to explain Chinese SOEs’ OFDI in countries with weak institutions, whereas POEs tend to engage in low-risk market-seeking FDI. This literature, importantly, draws a key distinction between SOEs and POEs to account for contrasting OFDI patterns. 
In addition to the RBV approach, comparative institutional analysis has been shedding important light on the role of institutions in configuring firm strategy (CIA, Jackson and Deeg, 2008; Morgan et al., 2010). While the mainstream perspective on the internationalization of the firm focuses strongly on the firm itself, the CIA approach recognizes the importance of the wider institutional context that the firm is embedded in (Child and Rodrigues, 2005; Morgan and Christensen, 2006; Whitley 2007). Peng (2001) argues that government and its agencies tend to feature importantly in developing countries’ business context. This is certainly true for China which clearly remains a developing country both politically and economically. The role of state involvement in business, both through direct ownership and through indirect influence will have significant consequences for the internationalization of firms (Child and Rodrigues, 2005). 
The Chinese economy is evolving rapidly, and so is the way its firms interact with the state. The increasing dependence on legal institutions, and growing security of private property, may be changing the pressures on, and incentives for, POEs. So may the increasing salience of entrepreneurs with backgrounds (e.g. university faculty) that give unusual confidence towards authority (Lardy, 2014). Meanwhile the government has taken measures designed to subject SOEs to market pressures. Particularly, the past two decades since 1995 have witnessed the withdrawal of favouritism towards small-medium-sized SOEs. The main strategy, known as zhua da fang xiao (grasp the big, let go the small), encourages the state-controlled financial system to lend to well-performing POEs and enables the state to refuse to bail out failing SOEs – essentially leaving the majority of small SOEs to sink or swim (Politbureau 1995, 1999; Sun and Tong, 2003). The changing dynamism of state support to certain SOEs and POEs will have a profound impact on these firms’ incentives and ability to undertake different forms of OFDI. 
We build on this emerging distinction to explain important OFDI variation not just between POEs and SOEs, but between different types of POEs and SOEs. Drawing on RBV and comparative institutional analysis (CIA) approach (Jackson and Deeg, 2008; Morgan et al., 2010), we first set out how different OFDI activities have different requirements for the firms’ resources and their host country institutions. We argue that the variation in OFDI activities by Chinese solar PV firms can be explained by their financial resources and corporate governance. We then explain why the dichotomy of state/private ownerships will not fully capture the diversity of Chinese firms’ financial resources and corporate governance. Following China’s ongoing enterprise reform over the last two decades, firms of the same ownership may have formed varied relationship with the State (Liu and Tylecote 2015; Park and Luo 2001), which in turn have strongly influenced their access to finance and corporate governance. For this reason, firm-state relationship is combined with ownership in our theoretical framework to explain firm types and OFDI activities and their relative success. Such typology will enhance our understanding of Chinese OFDI and the implications for host countries. Building on these insights, we put forward the following typology:

Typology 
	
	
	State Ownership?

	
	
	No
	Yes

	Indirect State Support?
	No
	
‘Outsiders’

	
Unfavoured SOEs

	
	Yes
	
Favoured POEs

	
Favoured SOEs





2.2 OFDI activities and their requirements for finance and corporate governance
Current studies on Chinese multinationals have identified two distinctive types of OFDI behaviour: market seeking  and capability seeking (or access superior, strategic assets that are not available in the home country to upgrade their own capability) (Dunning and Lundan 2008, Filatotchev et al. 2007; Morck et al., 20008; Williamson et al. 2013). OFDI to gain access to natural resources is also an important aspect of Chinese investment abroad; however, we do not consider this type of investment here, as POEs have played a relatively minor role in this type of investment (e.g. Morck et al., 2008). Market-seeking OFDI is strongly influenced by the size of, and competition within, the domestic market (Helpman et al. 2003, Lu et al. 2010). Since the Chinese solar PV market is small and Chines firms rely, on average, on the international market for 95 per cent of their sales (Tan et al 2013), it is likely that market-seeking strategies form a part of much OFDI from Chinese solar PV firms. 
Compared to resource-seeking and market-seeking OFDI activities, capability-seeking OFDI puts most pressure on firms’ absorptive capacity (Cohen and Levinthal 1990). In other words, firms need to internalize newly acquired assets – orchestrate existing internal and external resources to scan, acquire, understand and assimilate – to develop more advanced capabilities (Bell 2006; Bell and Pavitt 1997; Williamson and Raman 2011). This is a difficult process especially for those firms in emerging industries such as solar PV: the frontier of technology is constantly moving forward and therefore much needs to be learned, fast (Farmer and Tracik 2007, U.S. Department of Energy 2014). The internalization process can be further complicated by low visibility: when firm outsiders, such as investors, cannot reasonably reliably predict the outcome of innovation efforts by regular and codified milestones (Tylecote and Visintin 2008, see also Casper and Whitley 2004). 
Regardless of its type, OFDI always involve risks: the larger the scale of OFDI, the greater the damage to the firm if it goes wrong. Moreover, for emerging industries such as solar PV, the risks are also associated with the uncertainty of technology in capability-seeking OFDI - the more novel the technology, the less is known about its prospect, hence the higher the risk. 
These problematic features of OFDI call for matching features of corporate governance and finance (Filatotchev et al., 2007; Lazonick and O’Sullivan 2000; Liu and Tylecote 2009). Corporate governance, broadly defined as ‘who controls firms, and how’, influences firms’ OFDI decision and relative success through a number of mechanisms (adapted from Tylecote and Visintin 2008).  

1. Capability-seeking OFDI that involves novel, risky technologies requires shareholders or monitoring officials to have substantial industrial expertise. Absent such expertise, such activities will be discouraged – or misdirected. In any developing economy, at least in emerging sectors, the expertise of monitoring outsiders will be challenged because the industrial frontier is well ahead of current achievement, and technological catch-up is a more complex function than simply pursuing the same path of development as that of the more industrialized countries (Freeman 1987). 

2. Capability-seeking OFDI activities that have low ‘visibility’ to outsiders (shareholders or monitoring officials), such as those that lack regular, codified milestones require a high degree of engagement from outsiders. Absent such engagement, such activities will tend to be unrecognized and discouraged. 

What type of Chinese firms can be expected to show high engagement and expertise – and which, the opposite? The distinction first lies in the types of ownership. Owner-managers, i.e. POEs, Owner-managers should show high engagement. And if they founded their firms recently, they may well have high expertise. At the other extreme is the corporate governance of the typical SOE in China. Top managers in large SOEs are either appointed or approved by the bureaucrats above them (Cai and Tylecote 2008, Liu and Tylecote 2009). Not only are the top managers of such firms, in China, senior officials, but they have the typical bureaucrat’s career pattern, meaning they often move on to another quite different job after perhaps five years. This reduces their commitment to any firm, but increases it to the Party. They have short time horizons inside the firm (typically moving after 5 years). They generally report to ‘disengaged’ senior officials who lack understanding of the firm or expertise relevant to the industry (Liu and Tylecote 2009). They thus have little incentive to invest in low-visibility activities, particularly those with slow pay-off, since the ‘short-stay’ top manager needs to make a good impression, fast. Building on this perspective, we hypothesize that: 

H1: Other things being equal, SOEs in general are less incentivized than POEs in pursuing capability-seeking OFDI. 

The allocation of resources to engage in OFDI is a challenge for finance as well as governance.  Since access to domestic finance is virtually commanded by the State (Allen et al., 2005), those who have access to the state or better still, favour of the state, have access to cheap and easy finance. State favouritism is strongly influenced by ownership type (Lardy 2014): for SOEs, finance has been relatively freely available, either from external sources (mostly state-controlled banks, on very favourable terms) or internally, where the firm was profitable through state-protected market power (Allen et al. 2005). The question was what the firm’s management would choose to do with these funds. For private firms, the situation has generally been the reverse: finance has been a severe constraint (Allen et al. 2005). For privately owned firms, there are no protected monopoly positions to exploit, and price competition is notoriously fierce; so strategic development is hard to fund internally. In 1995, the government announced that the private sector would play a key part in economic development (Politbureau, 1995). Policy changes have been made to reduce the bias against POEs; nonetheless, ‘private’ still tends to mean ‘financially constrained’. Thus informal finance has expanded – but it has not gone to high-risk firms, flowing instead to ‘safer’ industries, such as real estate and catering (Wang and Bi 2006). The availability of bank loans is still sharply tilted towards large SOEs as opposed to small SOEs and POEs[footnoteRef:2] (The Economist, Aug. 31st 2013). The mainland Chinese stock exchanges, set up to benefit SOEs, are still hard for small and medium-sized private firms to access (Lardy, 2014). Virtually all domestically sourced venture capital is state-controlled, and favours state-related enterprises (Fuller 2009). In consequence, capability-seeking OFDI, especially those involve large-scale investment, is likely to be too expensive for most private firms, and for their major shareholders – who are probably their top managers. POEs therefore in general are prone to greater financial constraint than SOEs, and therefore less likely to engage in large-scale capability-seeking OFDI.   [2:  Only 5% of the 40 trillion RMB (US$ 586 billion) stimulus package during the 2008 financial crisis has been allocated to POEs, for example (Wen and Wu, 2014)  ] 

On the one hand, the SOEs became differentiated, largely by sector – and by size. As the reform process developed, many SOEs were taken from central ministerial control and assigned to provincial or lower levels of government, according to size and sensitivity. While super-sized centrally-controlled SOEs in strategic sectors continue to be the most favoured, enjoying virtually limitless domestic finance privilege; they also continue to lack industrial expertise and shareholder engagement required for successful capability-seeking OFDI. We, therefore, hypothesize that: 

H2: Favoured SOEs’ internationalization is likely to be driven by a desire not to risk capital and to invest in low risk ventures that do not jeopardize jobs and profits in China. 

SOEs also encompass ‘unfavoured’ SOEs. While the government has privatized some SOEs, there are others that have not been, even though the government would, ideally, like to sell them off (Bai and Tao 2006) Such SOEs are increasingly exposed to competitive pressures, both from foreign rivals and private firms to make a profit (Naughton 2007).’Unfavoured’ SOEs, therefore, have the same flawed corporate governance as other SOEs, but, unlike, ‘favoured’ SOEs, are no longer blessed with cheap finance. Consequently, we hypothesize that:

H3: Other things being equal, unfavoured SOEs will be the least active in pursuing OFDI and their unwillingness to engage in capability-seeking OFDI will be particularly marked. 

On the other hand, private firms which are led by techno-entrepreneurs with very strong educational backgrounds will give them high status within the system. A lot of private solar PV firms fit this description (Wang et al 2013). Wide though the gap still is between the state (and the firms under its control) and private entrepreneurs, there is also a strong fellow-feeling within and across the highly-educated elite (Liu et al 2012). CEOs of these POEs may need to maintain good relations with officials, as Chinese entrepreneurs have always done (before Communism was thought of), but they need not fear some official’s whim. That is a great gain. It means that these POEs will be given the freedom to pursue strategies for longer-term development without fearing for the security of their property. On the other hand, the time usually spent by POE managers for guanxi can now be partly spared for engagement, much needed for low-visibility capability-seeking OFDI (Liu and Tylecote 2009). Techno-entrepreneurs also have higher industrial expertise for capability-seeking OFDI - they even lead the process themselves (cf. Huawei’s Ren Zhengfei in Hawes and Chew [2011], and Shi Suntech’s Shi Zhengrong in FT.com Nov 3 2013 [footnoteRef:3]). [3:  FT.com. Shunfeng scoops up bankrupt Suntech unit. Nov. 03 2013. Accessed on 25th Jan 2015. 
] 

The fact that many of these private entrepreneurs were educated or employed overseas also means that they will have greater competence and confidence to engage in internationalization, including investments in risky technologies. Most importantly, once these POEs have developed high level of competitiveness and grown to a large size, they will be granted the same strategic status as peer SOEs (if there is any), promoted by the State to be national champions (Nolan 2001, FT.com Mar. 16 2008). Consequently, finance is no longer a constraint for favoured POEs.  We therefore hypothesize, that:

H4: Other things being equal, favoured POEs will display a more dynamic and diversified FDI behaviour than others: engaging in a wider range of activities overseas, including both market-seeking and capability-seeking, and presence in a wider range of locations (H4). 



3. Firms in the Solar PV Industry
The solar PV industry covers firms that enable solar radiation to be converted into electricity using semi-conductors. It includes firms that focus primarily on research directly related to PV cells and modules as well as those that cover a more diverse set of activities, such as research, manufacturing, sales, installation, and the provision of finance to customers. This paper covers those firms that produce solar PV modules as at least one of their activities. We, therefore, focus on firms that manufacture solar PV modules and, potentially, develop technology that can solely or largely be used in the solar PV industry, finance, install and project manage large-scale solar PV installations. We exclude companies engaged primarily in installing solar PV modules to retail customers, as such firms could include small building companies that are not primarily involved in the solar PV industry. 
Over the past decade, the Chinese solar PV industry has developed rapidly, creating several major international firms, including Yingli Solar and Changzhou Trina Solar, amongst others (Honghang et al., 2014). Indeed, six of the world’s 10 largest solar PV firms are Chinese by production volume (Honghang et al., 2014).Until 2002, China’s solar PV industry focused mainly on research and production, as the domestic market was relatively small. Since then, the Chinese government has implemented several policies, including the ‘Power Supply Plan for Rural Areas without Electricity in the Western Provinces and Regions’, the 2006 Renewable Energy Law, and the ‘Benchmark Feed-in Tariff’, to promote the domestic market (Honghang et al., 2014). Partly as a result of these policies and partly as a consequence of reforms in other countries, the Chinese solar PV industry suffers from surplus capacity, creating strong pressures on firms to reduce prices and making survival harder (Honghang et al., 2014; Qiang et al., 2014). The Solar PV industry was identified for policy support as a sub-sector of new energy: ‘enhance the speed of solar power technology dissemination, expand and multiply the Solar PV market’. The state especially supports those industries for overseas operation by providing favourable terms on fiscal allocation, taxation, and debt as well as capital finance (State Council, No. 32,  2010). In order to manage industry consolidation, the Chinese Ministry of Industry and Information Technology (MIIT), selecting companies from 500 applications, issued a list of ‘preferred’ 109 firms (Meza, 2014); approved companies only can participate in state-led tenders, benefit from support programmes, and receive export tax rebates (Parnell, 2014).  The list includes many major solar PV module producers, but excludes other significant companies, such as LDK, Shunfeng, ET Solar, CNPV and Tianwei (Meza, 2014b). The list, therefore, represents an explicit government endorsement for those firms that are on it. They can expect to receive government support; those not on the list, will not benefit from state policies.

4. Methodology
4.1 Data
Importantly, in order to capture the population of solar PV module manufacturers, we drew on multiple databases to construct a list of relevant firms, resolving any inconsistencies by cross-checking entries in a labour-intensive process. We ensured the relevance of the population list yet further by verifying cardinal aspects of the companies, such as their main activities and ownership structures, by using company documentation. This is time consuming, but has revealed that many privately owned Chinese solar PV companies are incorporated overseas and often listed abroad, too. We have retained these firms as Chinese firms when key owners and managers were based in China. Other companies, although listed as separate legal entities, formed part of a larger firm. When this occurred we examined the group of companies as a whole rather than individual subsidiaries, as this is both more meaningful and more practical.

4.2 Measures
In order to examine both the extent and type of Chinese solar PV firms’ OFDI, we are drawing on textual data from company documents and websites in addition to press articles, including both general and industry-specific publications. We are conducting a ‘qualitative text analysis’ (Weitzman and Miles, 1995) of these documents for evidence of foreign investments. As we focus on POEs and SOEs, the amounts that these firms invest abroad, especially when they acquire foreign companies, are often not made publicly available; we do not, therefore, analyse the volume of OFDI. We doubt that other data-collection methods would enable us to specify the amounts that companies invest for individual projects. 
In order to classify the type of OFDI by our population of firms and to increase the validity of the actual categorisation scheme (Sinkovics et al., 2005), a research assistant and the paper’s authors, independently, have begun to code the data. Any discrepancies, which, so far, have resulted from the length of time that needed to be considered before the Chinese firm’s investment objectives became clear, were discussed before a consensus was reached. 



5. Some Preliminary Evidence
In addition to the relatively brief information provided below, we intend to provide data for all 590-plus firms in our population on both the prevalence of OFDI and its main characteristics for each group.
‘Outsiders’
The Asola Solarpower GmbH company was bought by STGCON, which is itself part of the TSUI Group. Neither STGCON nor TSUI appear on the list of 109 favoured firms. The acquisition of Asola signalled an extension of its product range, drawing on the parent company’s existing capabilities.

Favoured POEs
Several solar PV firms that were once major companies in the industry have been sold to foreign rivals, including those from China. For instance, Hanergy (China), which is one of the 109 favoured firms, bought Solibro’s asset after Solibro’s parent firm, Q-Cells, went bust. The purchase gave Hanergy control over key capabilities in thin-film solar PV, capabilities that it previously lacked (Hook, 2012). To facilitate foreign acquisitions, Hanergy received a Rmb 30 billion (c. £2.8 billion) credit line from the China Development Bank in 2011 (Hook, 2012). The China Development Bank is one of three ‘policy’ banks in China. Its remit is to provide medium- to long-term funding to support the country’s industrial policy, including help to promote new industries (China Development Bank, 2014). As reported in the official government portal site to China, China.org.cn, Li Hejun, the Chairman of the Hanergy Board, has said that the China Development Bank has played an important role in promoting the development of the company (China.org.cn, 2011). Hanergy’s acquisition of Solibro illustrates how its favoured status and knowledge of the industry has enabled it to expand into new technologies.
Conergy’s manufacturing facility in eastern Germany was bought by Astronergy, which is part of the Chint Group from China, which is one of the 109 favoured firms. When announcing the purchase of the manufacturing facility, Dr Chuan Lu, Vice President of Astronergy, said ‘We are convinced of the high quality and profound know how at the manufacturing site’ (Astronergy, 2013). This demonstrates the importance of manufacturing capabilities, or know-how, at the site in Astronergy decision making. In an interview with EuPD Research, a  market research company that specializes in the renewable-energy sector,  Dr Liyou Yang, President and Chief Executive Officer of Astronergy, noted that ‘In the domestic market the Chint Group is already well positioned based on its long history, high brand awareness and its connections throughout China, especially with the government and financial institutions. (EuPD, 2012, emphasis added). When asked how Astronergy compared to other Chinese manufacturers, Dr Yang emphasized, inter alia, ‘strong government relations’ (EuPD, 2012). 
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