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ABSTRACT

The latecomer (LC) perspective could be enriched by clarifying and extending the framework to improve our understanding of how and why emerging market firms adjust to dynamic internationalisation processes. Certain inadequacies of LC lens, conventional OLI and stages theories could be addressed by recombining and integrating complementary elements. While earlier studies focus on ODI to secure high technology for manufacturing, this paper uses an under-researched recent phenomenon of Chinese agrifood ODI in advanced economies as the empirical setting. Preliminary observations show greater diversity, sophistication, interspersion of entry modes and uneven pace of expansion in proactive and responsive ODI behaviour. This study proposes an integrative theoretical frame and a co-evolutionary approach for future research agenda. Conducting qualitative case studies of trends in sustainable and outlier investor experience would help to strengthen the LC frame.   





Latecomer Perspective and Chinese Agrifood ODI: A Critique and 
Proposal for Future Research Agenda 

INTRODUCTION 

The surge in ODI from emerging markets (EM) MNEs to advanced economies (AE) continues to confound scholarly debate. Exemplified by springboard (Luo and Tung 2007) and Linkage-Leverage-Learning (LLL) models (Mathews 2002, 2006), LC lens offers alternative valuable insights into special characteristics of EM MNEs. Though not a well-formed mainstream theory, LC perspective challenges longstanding firm-based global expansion theories. Paradoxically, EM firms lacking in requisite capabilities and experience, are able to expand globally at high speed, continuously, and on an enormous scale. Using the setting of Chinese agrifood ODI to AE, I find the behaviour and agenda of ODI have evolved and adapted to changing environment as the home country transitions to a more mature consumption driven stage. Hence, it may not fit into the standard LC or conventional frames.    

Firstly, this paper reviews extant literature of LC and OLI and questions if certain paradigmatic assumptions (Alversson and Sandberg, 2011) still hold. Secondly, I propose to selectively rearrange relevant attributes of LC and conventional streams in line with emergent trends. The main objective is to provide clarity and extend LC frame in line with current ODI of “emerged” economies. Finally, I propose a tentative contingency model to analyse ODI emanating from EM to AE and the future agenda for research.

LITERATURE REVIEW
Latecomer angle 
Springboard (SB) lens portrays fast pace, recursive and serial acquisitions applicable to most EM ODI. While SB has identified risk taking, mitigating factors are rarely addressed. The critical role of trigger events on investing firms’ plans and responses is under-researched. SB categories of investors (niche entrepreneurs, world stage aspirant, transnational agent and commissioned specialist) may require broader characterisation as new groups have emerged. 
LLL (Mathews, 2002; 2006) identifies LC interest in advanced technology sectors. Applying resource-based theories, LLL explains the importance of learning to bridge competency gaps. LLL (Mathews, 2006) includes JV and partnership ventures as well as M&A. Institutional support, low cost financing (Peng et al, 2008), industry information and selective waiver of approval process have enabled latecomers to punch above their weight. Conversely, escapism (Luo and Tung, 2007; Witt and Lewin, 2008) balances support in the net ODI decisions.   
OLI paradigm
There has been a shift in the original eclectic OLI model focussing on advantages, location choice, internalisation, driven by asset, market, resource and efficiency -seeking motivations. New dimensions added are asset augmenting and institutional factors (Dunning and Lundan, 2010). Dunning’s rejoinder to Mathews (2006) acknowledged the complementarity of LC and OLI frames while Buckley et al (2007) has called for a special theory. Nevertheless, there is a paucity of research that integrates paradigmatic streams (Deng 2013). Criticisms of eclectic paradigm are its static nature, double-counting and limited predictive value for evolving ODI. These could be addressed by streamlining and harmonising the framework with LC. 

While classical FDI model is predicated on Western MNE experience of exploiting competitive advantages, Chinese ODI has sought  to redress disadvantages (Child and Rodrigues 2005). Chinese investors lacking in initial resources (Mathews 2006) develop competencies by leveraging global LLL opportunities. SB frame recognises linkage between strategic asset seeking and opportunity seeking (Luo and Tung 2007). Buckley and Hashai (2009) explain that low level of advantage in one aspect could be compensated by strengths in other areas. The “net competitive advantages” (Dunning 2001) is a useful tool to examine interaction between financial resources and skills deficiency. (Refer to Table 1)  
THE CONTEXT OF RECENT CHINESE ODI: CRITIQUE OF LITERATURE

In the absence of comprehensive aggregate data, case examples will be drawn from secondary data and preliminary interviews of academics, businesses managers and industry consultants. Unlike earlier high technology acquisitions (Rui and Yip 2008) studied with LC lens, recent phenomenal Chinese ODI of agrifood businesses to AE show a diversity of players with varying degrees of overseas experience and resources. Pengxin Shanghai and Heilongjiang Beidahuang Group have prior experience investing in developing and EM economies (Smaller et al, 2012). Majority are guided by their domestic experience or following others.
LC Perspective
Accelerated globalisation within compressed time has been well documented since the run-up to China’s accession to WTO in 2001. Nevertheless, a customised LC frame would help to explain the irregular path of recent agrifood ODI. Starting with developing economies and neighbouring destinations, Chinese agrifood investors made inroads to AE gradually with modest exploratory commitments initially. The slow take off could be attributed to China’s achievement of food self-sufficiency in grain for three decades. Unlike industrial technology, there was no pressing need to catch up (Mathews, 2002). However, constraints of arable land, water and rural labour confronts sustainable domestic sufficiency in the long run. Conditions that trigger a surge in agrifood ODI include the global food crises in 2007 and 2008 and food contamination scandals involving milk in 2008 and lean pork chemical additives in 2012. Food safety is a serious concern that impacts domestic health, China’s global reputation and long term access to global markets. Though Chinese agrifood ODI trails behind other sectors, it is rising steadily against the backdrop of growing affluence and increasing high protein consumption patterns among the middle class in EM (Gereffi and Lee, 2012). Global investment trends show increasing flows to consumer-oriented sectors (UNCTAD, 2014), in parallel with China’s rebalancing and consumption driven economy.   
Recursive, serial acquisitions highlighted in SB frame assume firms could gauge accurately and design an optimal M&A strategy. There are only few cases in agrifood sectors, Bright Foods and COFCO (Table 2), which are prime examples of serial acquirers. How Chinese MNEs manage to offset inexperience and knowledge gaps and reap benefits from aggressive cumulative overseas acquisitions more than incumbent MNEs remains a puzzle. Related questions concern the viability and sustainability of ODI. Contrary to incessant M&A, flexible dealings in response to local conditions are rife. Chinese agrifood ODI to AE exhibits interspersion of entry modes, rather than incremental or speedy acquisitions (Figure 1). 

Alternatives. Joint venture (JV) is increasingly popular as an entry mode to Australian agrifood sector. Not only is JV an effective way to learn from foreign partners and get products to market quickly, it is more acceptable (Cui and Zhang, 2010) and attracts less negative public reactions to sensitive land ownership issues than M&A. (Tianyi and Sustainable Soils and Farms jointly process and export milk to China. Beingmate recently form a JV with Fonterra to produce infant formula milk.) Management of investing firms hone their skills in negotiations, strategy and integration from previous ventures and examples before them. Indeed, Chinese global players learn to drive a hard bargain and walk away from unfavourable deals. Outsiders who are cash rich, opportunistic entrepreneurs are emerging as a new category of ODI players. Unlike niche entrepreneurs (Luo and Tung, 2007), these non-experts invest in popular and profitable lines that are outside their core business, expertise and experience (Table 3). Multiple funding with Chinese investors has been endorsed by Australian mining magnates diversifying into agribusiness. (Figure 1)

Risk taking conceptualised in SB (Luo and Tung, 2007) has been supported by empirical studies of Chinese firms investing in politically unstable regions (Buckley et al 2007). Early Chinese MNEs had limited options of affordable and hospitable destinations. SB attributes political and investment risks mitigation to institutional backing (Luo et al 2010). Chinese investors conceive innovative models to alleviate risks, such as experimental “demonstration” farms, special economic zones, infrastructural aid, soft credit, JV and contracting in Africa and Southeast Asia (Bräutigam and Tang, 2013; Smaller et al 2012). They also cultivate informal networks with political elites (O’Neil, 2014) and deal directly with local suppliers. 

EM MNEs diversify geographical distribution and investment portfolio to manage risks (Rugman, 1977) despite having to contend with higher psychic distance and liability of outsidership (Johanson and Vahlne, 2009). Though politically stable with guarantees of ownership rights, the downside of ODI to AE are stringent approval process, regulatory compliance, public scrutiny, high operating costs and uncertainties of policy changes. Chinese executives surveyed in Beijing attributed 36% of unsatisfactory investment to unforeseen liabilities and cost assumptions (Ernst and Young, 2014). In March, the threshold for foreign purchase of agricultural land approval in Australia was reduced from $252 million to $15 million, negating some positive spinoffs from the Free Trade Agreement signed last October. 

Institutional factors are recognised by LC and subsequent OLI frames. Firms exploit capital market imperfections to underwrite costly acquisitions (Buckley et al 2007) similar to earlier experience of Japanese and South Korean ODI. However, Chinese ODI faces increasing pressure to commercialise and less dependency on state support. Chinese State-owned enterprises (SOE) traditionally have softer budgetary constraints to underwrite short term underperformance and are permitted longer time horizon for returns to capital (Cheng and Zhang 2014). However, SOEs are urged to rely more on private financing and raise capital in foreign markets. Public agents have to exercise greater accountability following directives in 2012 and 2013 exacting higher expectation of due diligence. Some SOEs have been forced to renegotiate deals and abandon unproductive ventures. 
Chinese overseas investors nowadays face intense competition and greater challenges leveraging and linking serial acquisition. While opportunities abound, latecomers contend with competition from foreign investors at home and potential global and home investors vying for lucrative projects in choice destinations. Chinese investors’ tendency to pay a premium for acquisitions could be attributed to inexperience, competition and strategic calculations. A survey of Chinese executives in 2010 finds nearly a third of investors admiting to overpaying for overseas assets (KPMG, 2010). Ernst and Young (2014) informs that 26 percent of its respondents have overpaid for M&A and failed to meet expectations. 

Post-Acquisition Viability. Studying the sustainable process of EM ODI would add value to LC lens. Bright Foods publicly declared it only buys sizeable companies that are profitable, sustainable and currently generating a large amount cash flow. In contrast, Shuanghui/WH Group acquired Smithfield for US$4.7 billion at 30 per cent premium and is saddled with long term debt of US$2.4 billion, 1.7 times of the shareholders’ equity (Smithfield-WH Group Report, 25 Mar 15). Smithfield’s management was paid US$48 million retention bonuses and WH Group executives received $600 million in transaction bonuses. Smithfield is a much larger company than the acquiring firm but poor in cash flow (Ding, 2013). Loans are supplemented by IPO but only in the second attempt did WH Group manage to raise capital in the Hong Kong stock exchange, at half of the original price to earnings ratio planned.   

Conventional Model with Inputs from LC Lens
Firm based OLI theory has more enduring influence and relevance than is recognised. Though Chinese ODI players generally lack incumbent advantages and are uncompetitive globally, most are not startups (Mathews, 2002) but enjoy comparative ownership advantages (Sun et al 2012). Some are industry leaders or SME “dragon heads” in the domestic market and have vast experience importing, licensing and cooperating with foreign investors in China. Bright Foods has established considerable regional presence and gained ethnic loyalty with its iconic candy and meat products. That certain enterprises choose to globalise indicates entrepreneurial and visionary disposition. 

Partnerships enable Chinese investors to tap the ownership advantages (knowledge and experience) of other firms (Mathews, 2006) that have global and host country experience. Consortium platforms help to spread financial burden and risks. COFCO formed an agribusiness joint venture with a consortium comprising Hopu, Temasek, Standard Chartered and IFC to acquire Noble and Nidera. Similarly, New Hope Agricultural Investment Fund cooperated with IFC, Temasek, Archer-Daniels-Midland and Mitsui to grow its business from feed and fertilisers to meat products. Outsiders could offset initial ownership and skills disadvantages by providing capital to troubled firms and harness the knowledge of local managers. Ironically, acquired assets have morphed the owners’ business model instead of internalising the firm. The progress of Chinese agrifood ODI shows a varied and non-linear narrative. 
Brand seeking has significant applicability to agrifood ODI. AE are specifically targeted locations for their clean and green image. Australia and New Zealand are favoured by Chinese ODI in dairy and meat sectors due to their geographical proximity and pristine environment. Unlike western MNEs, Chinese investors are not anxious to restructure, integrate and assimilate quickly and extensively (Liu and Woywode, 2013). Chinese investors delegate local managers and professionals to ensure continuity, induce knowledge transfer and preserve brand equity (Child and Rodrigues 2005). Bright Foods Australia has a prominent dual management board. 
Competency seeking complements the LC frame. To emulate successful incumbents (Mathews, 2006), investing firms construct knowledge proficiencies to achieve ownership advantages in the long run. Larger firms tend to have elaborate plans while SMEs are concerned with risk reduction, short term rent and specific expertise seeking (Luo and Tung, 2007). Firms with “absorptive capacity” (Deng 2013; Wu and Voss, 2015) and combinative capabilities (Kogut and Zander 1992) are better equipped to acquire competencies post-takeover and develop competitive advantages (Deng, 2013) to effectively implement LLL. Innovative strategy helps to maximise learning for future leveraging (Xu and Meyer, 2013).
         
Global value chain (GVC) integration can be incorporated into OLI and LC frames to improve our understanding of good governance (Humphrey 2006) in food safety systems. Chinese agrifood investors are learning vertical and horizontal integration that typify developed large MNEs (Buckley and Ghauri 2004). Reforms to modernise agriculture in China quickly have been snagged by poor oversight and irregular enforcement against varying standards and unethical practices (Waldron et al 2010). Few Chinese agribusinesses such as COFCO Tunhe supply high quality upstream inputs for international brands, and are interested in R&D and downstream segments to leverage global distributors and retailers. COFCO has managed to kill two birds with a stone by acquiring Nidera, to gain access to production facilities from South America to Central Europe and reduce dependency on ABCD oligopoly. Effective GVC integration and upgrading (Gereffi and Lee, 2012) create economies of scale, build complementary synergies and upgrade MNE’s standing (Kumar, 2009) with global benchmark. 

Market seeking motivation typically focus on host country, requires updating. As Chinese ODI shifts from Made in China to Made for China, agrifood investors cater to the burgeoning Asian and EM middle class markets. Market seeking in host countries has long been driven by circumventing trade barriers, but recently, market strategy is influenced by home market demand, pricing and import policy. Chinese ODI facilitates expansion in competitive domestic market through higher value product differentiation. China imposes higher tariffs on low priced grain imports that go above a specified threshold. Australian wheat is subject to out-of-quota tariff of 65 per cent but the Chinese government would relax imports during bad harvests. Chinese ODI in agrifood is also propelled by competition for overseas agrifood resources and assets from Japanese and American investors. Japanese investors have recently shown renewed interest in Australian agrifood business and recapitalising existing projects. 

Resource seeking is applicable to agrifood ODI’s quest for inputs in food processing, biofuel and animal feed production. Recent studies in the agricultural sector have paid more attention to stable and secure long term supply. Soy is an important ingredient that China does not produce sufficiently and imports from South America. Quality dairy, seafood and meat are in high demand by higher income households and the hospitality industry. 
Efficiency seeking (Dunning 1998, 2001) has not been a major motivation for locating ODI in AE as Chinese manufacturing costs are still relatively low. Unlike manufacturing where factories remain in China (Huang and Wang, 2013), agrifood ODI preserves brand appeal of host country products. Shuanghui/WH Group reassured consumers that it would not import meat from China to the US. Chinese SOEs may not be profit maximisers (Buckley et al 2007) and value price stability more. Since agricultural sector has longer gestation, profits are not expected in the short term within a decade (Cheng and Zhang, 2014). 

PROPOSED FUTURE RESEARCH AGENDA   
This paper suggests an encompassing and co-evolving LC framework. The composition and sequential criteria of LC and  OLI could be adapted effectively. To overcome shortcomings, LC lens needs to accommodate variations in internationalisation pace, risk management strategies, alternative modes and paths to recursive and serial acquisitions and more categories of investors. Chinese agrifood ODI players have grown more sophisticated by learning from earlier globalisers and managers’ experience. This reaffirms that due diligence, tapping alternative advantages and learning capacity are essential for EM MNEs to achieve post-acquisition performance goals. As EM investors become more experienced and savvy, firm decisions will display more traits of the conventional OLI model albeit delayed. 
 
The research question that arises from critique of literature and recent agrifood ODI is “why and how firms lacking in certain ownership advantages, experience, knowledge resources and skills initiate and sustain ODI?” I further suggest using case study with interpretive analysis to systematically match theoretical and empirical constructs (Dubois and Gadde, 2002). Successful, outlier and failed cases from early entrants and loss making businesses should be considered to detect potential game changers and discover obscured tendencies. In case study by abduction, the initial model and questions are contingent and tentative, subject to changes when more data is produced. The model in Figure 1 can be explained as follows:  
- Entry Mode is influenced by the complexity of GVC. Viticulture and horticulture with simpler value chains, are easier to learn and delegate, have attracted more M&A. Conversely, challenging dairy and animal breeding sectors with lengthy GVC and vulnerable to misappropriation, are more inclined towards JV. Other factors that influence entry and business modes are risk level and response to host country conditions and global markets.   
- Adaptive and innovative business models include outsiders, joint funding and export contracts that are emerging in parallel with acquisition modes.
- Varied pace and path provide for uneven and triggers in global, home and host context.  
- Ownership advantages may be low initially but could be developed over time. 
- Risk taking ought to be extended to management of risks and uncertainties and evolving institutional context such as accountability, commercialisation and public resistance.
- Brand seeking and competency seeking feature more prominently for AE destinations than resource seeking and efficiency seeking motivations. Home and regional markets are becoming more important than host markets, a departure from past EM MNE calculations. 
An integrated model will shed new light on the motivations behind firm strategies and provide deeper explanations of evolving EM ODI which do not constitute one-off decision making but are part of fluid processes. Certainly, current EM ODI has been transformed from early days. 
CONCLUSION

This paper seeks to clarify and extend the LC lens by appraising the merits and shortcomings in extant literature on EM ODI. I propose a complementary and co-evolutionary approach to develop a framework that suits current Chinese agrifood ODI to AE. An extended framework sets the direction for future research on emergent trends and may turn up interesting and surprising findings. This knowledge will enable businesses and governments to gain better insights into international business opportunities and strategies for more effective planning.  
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APPENDICES

  Table 1: Positioning paradigmatic frameworks of analysis

	Factors
	Latecomer
	Conventional
	Proposal

	Path and pace
	Quick, accelerated, recursive 
	Gradual  
	Uneven. Trigger factors.

	Risk taking
	High risk
	Low risk & Net 
	Risk mitigation
Uncertainties management

	Entry Modes
	Acquisition (Springboard)
JV, Partnership (LLL)
	Incremental, Psychic distance
	Diverse: depends on firms’ assets, skills and learning complexity of acquired asset

	Investment size
	Huge commitment
	Efficiency driven
	Affordability, Sustainability

	Ownership
	Institutional
Poor governance
	Pre-requisite OLI
	Financial, Partnerships, Outsource to Professionals

	Location
	Technology, Market
	Low cost, Market
	Specific origin of product

	Internalisation
	Not essential
	Prerequisite
	Not essential in short term

	Motivations
Seeking?
	Asset & Opportunity seeking (Springboard)
Push factors 
Opportunities (LLL) 
	Strategic Asset
Resource
Market
Efficiency 
	Asset: brand seeking 
Competency seeking
Home & regional markets  

	Host & Home Country Context
	Bypass trade barriers in host country (Springboard)
	Transaction Cost
	Home government support & trade controls

	Characteristics
	Lack of experience
Overcome disadvantages
	Competitive Advantages
	Domestic leaders
Comparative Advantages
Outliers: outsiders, failures

	Post-Acquisition

	Integration difficulties (SB)
Knowledge transfer (LLL)
	Strengthens firm
	Delegation, Learning, Innovation, Adaptation, Outsourcing     





Table 2: A selection of recent high profile Chinese Agrifood ODI in Advanced Economies
	Chinese Investor 
 
	Main Line / Core Business of HQ owner 
	Year
	Host Country
	Target Companies 
	USD 
million
	Sector 
Type 
	Entry
Modes
	Stake %

	Bright Foods Group *
 
 

	Processing  & distribution : Dairy, meat, confection, wine, meals

	2010
	NZ
	Synlait
	58
	Dairy 
	M&A
	40 - 50

	
	
	2011
	Australia
	Manessan
	500
	Grocery
	M&A
	from75 to 99.5

	
	
	2012
	UK
	Weetabix
	1,940
	Cereal
	M&A
	60

	
	
	2013
	Australia
	Mundella
	N.A.
	Dairy 
	M&A
	51

	
	
	2013
	France
	Diva Bordeaux
	N.A.
	Wine  
	M&A
	70

	
	
	2014
	Italy
	Salov
	N.A.
	Oil
	M&A
	Majority

	
	
	Delayed
	Israel
	Tnuva
	2,500
	Dairy  
	M&A
	70

	WH Group
Shuanghui
 
	Meat production & processing

	2013
	USA
	Smithfield
	4,500
	Meat
	M&A
	99

	
	
	2013
	Spain
	Campofrio
	28
	Meat
	M&A
	37

	COFCO *
 
	Grains, oil, dairy, beverage, distribution, real estate

	2011
	Australia
	Tully 
	140
	Sugar
	M&A
	99

	
	
	2011
	France
	Bordeaux Chateau 
	N.A.
	Vineyards
	M&A
	N.A.

	
	
	2014
	Netherlands
	Nidera
	1,500
	Trading
	M&A
	51

	
	
	2014
	HK

	Noble
	1,500
	Trading
Logistics
	M&A 
JV
	51

	Chem
China *
	Chemical
	2005
	France
	Adisseo

	480
	Animal Feed
	M&A
	100

	
	
	2011
	Israel
	Makhteshim-Agan 
	1,440
	Fertiliser
	M&A
	60

	New Hope Investment Fund
	Anminal feed, fertiliser, meat, finance, real estate
	2013
	Australia

	 Kilcoy
	60
	Pastoral

	M&A
	Majority

	
	
	2014
	USA
	Ruprecht
	N.A.
	Meat R&D
Retail
	M&A
	Majority


*State-owned companies
Sources: Heritage China Tracker; Reuters; Australian Financial Review; Farm Weekly



       Table 3: Chinese Outsiders in Agrifood Investments in Australia (2011 – 2014)
	Firms
	Core Business
	Years
	A$ million
	Investment

	Winston Wines
	Electronics
	2011 – 2013
	26
	Vineyards

	Shanghai Zhongfu
	Construction 
	2012
	450
	Sugar Mill 

	Textile consortium
	Garments
	2012
	15.5
	Organic Olives

	Rifa Zhejiang
	Fabric, machinery
	2014
	35
	Pastoral: Wool, Meat

	Tianma
	Steel machinery tools
	2010 
2014
	25
N.A.
	Vineyards
Pastoral, Aquaculture


        Source: Australian Financial Review


   Figure 1: Interspersion and multiple entry modes of recent Chinese ODI in agrifood business
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