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Abstract 

China has received a lot of attention these past two decades. Western countries and their 

companies have found ways to overcome differences in culture and language, negotiate with 

Chinese suppliers, and win the Chinese customer. Western companies have invested heavily in 

China since the 1980s, and some were present even before that. Consequently, much research 

has been dedicated to learning how to survive and succeed in China. The past few years have 

witnessed an increased interest of Chinese companies to invest in both developed and 

developing economies. The fascination that lingers in this thesis is how they manage to enter 

developed markets where the intense international competition is daunting. The first thought is 

that policy reforms have contributed to this trend. The hypothesis therefore states that “Chinese 

companies have the capability to succeed globally because of political reforms and the early 

entrance of foreign multinational companies.” Curiosity invites proper investigation to see if 

there are other reasons behind this trend. The methodology is to research secondary data to 

achieve a holistic perspective. The topic is too new and the strategies of the Chinese companies 

of interest have not matured enough to allow an interview. Political reforms have stimulated 

both foreign investments and collaborations, and the development of local companies. The 

growth of the Chinese economy created job opportunities for millions of Chinese while 

generating purchase power. Chinese companies prospered at the opportunities that presented 

themselves over the decades. The chosen Chinese companies are Haier Group and Lenovo 

because these two operate in high-tech and innovative industries; and are successful both 

internationally and domestically. These two case companies can help portray how Chinese 

companies can compete with foreign companies in China, and how to enter foreign markets with 

comparatively limited resources. It appears that while political benefits and technologically 

advanced partners are great initiators for getting ahead, they need to be combined with 

innovation and entrepreneurial spirit to generate global success. 
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1 Introduction 

The Chinese government started implementing reforms to facilitate business for both foreign 

and local companies, as soon as they opened their doors to international business in 1978.  

This development has led to a steady growth in the economy and generated a flood of foreign 

companies eager to invest in China. The interest in China became even more intense at the turn 

of the millennium when they entered the World Trade Organization.  But the Chinese 

government did not open the doors to the outside world only to attract foreign businesses, but 

also because they realized that they had lagged behind in the world economy and needed to 

catch up. The Chinese government has implemented beneficial policies to help local companies 

with potential to grow; and Chinese companies have strategically formed joint ventures with 

foreign global companies to learn. China has also invested heavily on their own in mostly Africa 

and Latin America, specifically to gain market knowledge and establish valuable relationships. 

Since the financial crisis of 2008, many Chinese companies have finally managed to gain an 

advantage to invest in Europe and North America.  

The main Chinese investors during the past three decades have been State Owned Enterprises 

investing abroad to gain hold on natural resources and knowledge capital. However, in the last 

few years we have witnessed a turn of events where Chinese privately owned corporations have 

begun to invest internationally as well. Large Chinese companies are committing to research and 

development to become innovative and strong, and thence be able to challenge established 

global companies with long histories and large market shares. Western companies have had a 

head start of nearly a century, and established Korean and Japanese multinationals have been 

around since the 1970s. They have already worked out optimal processes and strategies to 

maintain their competitive advantage, grow their market share and achieve an innovative edge. 

Leading global multinational companies have been present on the Chinese market for decades. 

Chinese companies have therefore experienced the constraints of competing with the powerful 

multinational companies on local ground. They have had to develop strategies to deal with the 

competition at early stages in their business. Evidentially, they have received some help from the 

state, but have otherwise had to maintain a creative edge to attract business and grow despite 

the harsh competition.  

Although still few, Chinese multinational companies have been present on the global scene for 

several years now, and are becoming increasingly noticed for their innovative mindset and 

market growth. The most successful Chinese multinational companies have been operating 

internationally and in developed markets for over a decade. How did they manage to enter 

foreign markets where competition is so fierce?  Did they learn from the challenges caused by 

foreign competition in the home market? Did they move abroad with financial and political 
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support from the government? Or did they simply come up with creative and innovative 

strategies? These are questions that I find particularly interesting in relevance to our modern 

economy. Especially interesting is the factors that have caused the success of Chinese 

multinationals in innovative and high-tech sectors.  

 

1.1 Hypothesis and Research Questions 

China has received a lot of attention from foreign investors for the past three decades and many 

global companies entered their markets as soon as they opened their doors. It is therefore 

inevitable that both the state’s interaction and the early presence of international competitors 

must have had an impact on innovative Chinese enterprises like Haier and Lenovo. But the 

question is how it affected their core businesses, strategies and operations.  

Hypothesis: Chinese companies have the capability to succeed globally because of political 

reforms and the early entrance of foreign multinational companies. 

The purpose of this thesis is to find out how two of China’s most successful multinational 

companies have been able to grow and in some senses outcompete foreign multinationals. In 

order to do this, I first need to understand the Chinese government, then Chinese companies as a 

group to then understand what Haier and Lenovo are doing differently. 

 Research Question 1: Have local influences like the government and culture affected Chinese 

multinationals in their aspiration to go global? 

Research Question 2: How do Chinese companies strategize to compete with global MNEs in 

China? 

Research Question 3: What capabilities enable Haier and Lenovo to globalize their operations? 

Research Question 4: What is Haier and Lenovo doing different to make them succeed with their 

international expansions? 
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2 Research Plan 

The following chapter will discuss what methods and theories that are required to comprehend 

this topic and appropriately answer the research questions. First, the research philosophy will 

be determined in order to introduce my point of view as a researcher and how that affects the 

tone of this thesis. Second, the methodology used for finding the information will be discussed. 

Third, the literature that have contributed to the development of this thesis will be introduced 

and discussed. Useful and influential theories will further be discussed to determine their 

relevance in this case. Finally, I will limit these theories to what I believe is most appropriate for 

testing my hypothesis. 

 

2.1  Research Philosophy 

There are three main groups of philosophy. Epistemology concerns what is seen acceptable 

knowledge in a field of knowledge, based on perceptions. Ontology is concerned with the nature 

of reality. Researchers will often associate themselves with any or many of these philosophies as 

they conduct their research. Epistemology philosophies include positivism, realism and 

interpretivism. The positivist likes to create law-like generalizations by observing the social 

reality.  The realist is either direct realist or critical realist. The direct realist perceives the world 

around them as they see it, without analyzing excessively. The critical realist believes that our 

senses and previous experiences will affect how we perceive a particular social reality. The 

interpretivist believes that it is wrong to generalize and prefers to view people as social actors 

whose differences can generate a variety of outcomes 1 . Ontology philosophies include 

subjectivist, objectivist and pragmatism. Subjectivists believe that people are social actors, 

whose perceptions and actions create social phenomena. Objectivists believe that social actors 

have no influence on social entities. Pragmatism argues that no matter which philosophy the 

researcher prefers, it is more important to choose the one that will help answer the research 

question2. 

Being an analytical person, who often tries to find connections between social actors and 

entities, I identify mostly with subjective critical realist philosophy. I do value generalization and 

that it can help understand and analyze a matter, but it should always be remembered that that 

the entity or group of social actors that is subject to study contains variations. For instance, 

Chinese people as a whole share a culture and common values, but underneath the surface there 

                                                             

1 P. Lewis et al (2007) Research Methods for Business Students, 4th ed. Artes Graficas. Mateu Cromo, pp. 
102-107 
2 P. Lewis et al, Research Methods for Business Students, pp. 108-111 
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are differences in generations, experiences and lifestyles. Similarly, Chinese enterprises have all 

been subject to the same reforms and changes, but they have been under different leaderships 

that has caused a difference in their developments. 

 

2.2  Methodology 

To fully understand the Chinese market and its enterprises, the research will turn to secondary 

resources such as books and articles. During the inductive mode the data and information that is 

found will first be valued in terms of relevance, and then the most important points will be 

extracted to build content and learn about the topic. The information found is then used to 

formulate a hypothesis and research direction. During the following deductive mode; theories 

will be discussed and valued to then choose the most helpful in terms of answering the research 

questions and thus testing the hypothesis. Empirical data from various secondary data is then 

selected and used to enter the exploratory mode that tries to answer the questions and used to 

understand the current status and what contributed to it3.  Secondary resources will together 

help paint a quite accurate explanatory picture over the current situation in China4. 

The thesis will begin by looking at various elements of Chinese politics, economy, technology 

development and culture to provide a general picture of the environment of the Chinese market. 

It will continue on to paint a general picture of Haier and Lenovo as well as to see how they 

developed alongside the Chinese political reforms and economy. After this, their respective 

management and expansion strategies will be investigated and compared with other Chinese 

enterprises to fully understand what they are doing differently.  

 

  

                                                             

3 P. Lewis et al, Research Methods for Business Students, p. 117-119 
4 P. Lewis et al, Research Methods for Business Students, p. 133-134 
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2.3  Literature review 

Because the thesis focuses on the topic of strategies of internationalization of Chinese companies 

from two different angles, it needs to make use of both generic theories that can explain the 

Chinese market and firm-specific theories that can explain how and why Haier and Lenovo 

choose to strategize in their particular manners. The generic theories and models will be 

introduced first. They include institution-based view, Porter’s Diamond Model and Hofstede’s 

dimensions. Second, we will look into various firm-specific theories that can apply to Haier and 

Lenovo. These include resource-based view, eclectic paradigm, VRIO framework, Dewar and 

Frost, the Uppsala Model and Co-creation theories. Furthermore, there are two books that have 

influenced this thesis and are written by two professors who have spent many years researching 

this field; Peter Nolan and David Shambaugh. I hope that their insight will help enlighten me on 

the subject as well as help provide answers. 

 

2.3.1 Generic theories  

When analyzing the Chinese companies as a group we need to both look at the political 

influences and local elements that contribute to the success of their businesses. The purpose of 

the thesis is to understand the strategies that Chinese companies implement to compete with 

global multinational enterprises. Therefore, I need to analyze the Chinese market as well as the 

positioning of Chinese companies in comparison to foreign multinational companies.  

The institution-based view determines if a company has the capacity to succeed by looking at 

their ability to understand the foreign economy. Porter’s diamond model displays a highly useful 

framework for understanding the connection of various factors and their impact on the 

collective success and potential of a country’s companies. Hofstede’s five cultural dimensions set 

a framework for understanding the culture of a foreign country and determines the potential for 

success. 

These three will together paint a holistic picture over why some companies succeed while others 

fail. The understanding of formal institutions, business environment, and cultural 

comprehension are all needed in order for a company to succeed, and it will be determined 

which is most useful in this case. 
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2.3.1.1 Institution-based view 

A company’s ability to succeed on any given market is determined by their capacity to 

understand the institutional system and play the game to their own advantage. A successful firm 

needs to understand the underlying why institutions are constructed in their particular manner 

and how to handle the bureaucratic processes, or the lack of bureaucracy. Furthermore, when a 

company wants to enter a new market, the transaction costs of the operation will be much lower 

and the transition easier and quicker if they understand the political and economic system of the 

host country. A company from a developed economy wishing to enter an emerging market 

economy will need to understand how the legal system will protect them, or the implications 

and risks underlined by an ineffective legal system. They also need to know how formal policies 

and informal rules may affect their ability to succeed with their operations and reach the target 

goal. In a similar manner does a company from a developing country need to understand that the 

system of a developed country is strictly regulated and the ability to cheat the bureaucratic 

system through connections and bribes are much less probable. In the same way does a 

company that wishes to expand their operations to another country, need to understand the 

language, culture and values of that country’s people. This is because in order to succeed, the 

company needs to understand its employees, its local customers and the people working in 

authorities. 

There are two kinds of institutions; formal and informal. Formal institutions are political, 

economic and legal systems. This includes laws, regulations, and rules that have been 

established by authorities in a country or region. Informal institutions are culture, ethics and 

norms. These are the invisible rules of a country or region and can only be learned through 

experience. Institutions can be further categorized into three pillars. The regulatory pillar 

referring to governments and authorities, normative pillar referring to norms, values and beliefs, 

and cognitive pillar referring to the internalized assumptions of how the world works that 

unconsciously guide the individual and the firm5.   

The institution-based view is highly useful in this case because it can help identify why some 

global multinationals are having trouble in China and also how some Chinese multinationals are 

able to succeed in developed economies. 

 

  

                                                             

5 K. Meyer and M. Peng (2011), International Business. Singapore. Seng Lee, p. 37-40 
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2.3.1.2 Porter’s Diamond Model 

In ‘The Diamond Model’, Michael Porter has identified six factors as having an impact on the 

national competitive advantage. Factor conditions are human resources, physical resources, 

knowledge resources, capital resources and infrastructure. These will have an impact on a 

company’s ability to access skilled and quality resources. Demand conditions are the demand for 

the products in the home country that ultimately enables the company to grow and encourages 

them to invest internationally. If there is demand in the home market, it gives the company 

courage that their product may also be appreciated internationally. Related and supporting 

industries can produce and generate inputs that are important for innovation and 

internationalization.  With skilled suppliers and quality institutions to back up for innovation, 

research and engineering, it is much easier for the company to develop innovative high-quality 

products. Firm strategy, structure and rivalry are the ways in which companies are created and 

managed. Company strategies can be the difference between success and failure. Primarily, a 

company that seeks success needs to develop strong strategies to differentiate, innovate and 

grow both nationally and internationally. Through tough competition in the home market, the 

company can become prepared for an even tougher competition in the global market. Rivalry 

can be beneficial for research and the development of innovative products. Government 

intervention can influence the success of a company and an industry. Rules, regulations and 

policies can influence supply conditions of producing companies, demand conditions for home 

market, and competition between firms in the home market. The intervention of the government 

can sometimes be the difference between success and failure. In some industries, it is necessary 

to receive government support and intervention to develop and grow. Chance refers to events 

and occurrences that are outside the control of the firm or the government. Global events and 

occurrences can create new opportunities and strengths for companies that for instance need to 

act while others are weak6. 

Porter is useful when analyzing the various factors that impact the competitive situation in an 

industry and in a country. The factors that are identified by the Diamond Model as important to 

the outcome, can certainly help understand why some Chinese companies have succeeded and 

how they managed to become global brands. 

 

 

                                                             

6 K. Meyer and M. Peng, International Business, p. 177 
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2.3.1.3  Hofstede 

The multinational companies that succeed to become global brands know the importance of 

understanding the differences in communication and cultural behavior and values; in order to 

successfully transfer their operations. This is true no matter if the company is from a developed 

country or a developing country. The Western multinational companies have had a head start on 

this arena and Chinese multinational companies that want to succeed in globally need to develop 

skills and processes to turn cultural differences into an advantage. This is why Hofstede’s five 

cultural dimensions are useful. They help understand why employees, suppliers and customers 

behave and communicate in the way they do. 

Hofstede identifies five cultural dimensions: power distance, individualism vs collectivism, 

masculinity vs femininity, uncertainty avoidance, long-term vs short-term orientation; and 

indulgence vs restraint. Power distance refers to the degree that people of less power accept 

authority and inequality in society and in the workplace. Individualism refers to people in a 

society where it is only expected for them to care for themselves and their immediate family. 

This form of society is usually referred to as “I”. Collectivism refers to a society where people 

care for the whole group, and where it is expected to help others in return of love, respect and 

future reciprocation.  This sort of society is usually referred to as “we”. Masculinity represents a 

preference in society for achievements, heroism, assertiveness, and material reward for success. 

This form of society is generally seen as more competitive. Femininity represents preference in 

society for cooperation, modesty, caring for the weak, and quality of life. This form of society is 

generally seen as more consensus-oriented. Uncertainty avoidance signifies the degree that 

people in a society feel uncomfortable with uncertainty and ambiguity, and to what extent they 

try to avoid this uncertainty. Short-term societies are generally concerned with the absolute 

truth and achieving quick results. Long-term societies believe that truth depends on the 

situation, context and time.  These societies often easily adapt to changed conditions, they have a 

strong propensity to save and invest; and they show perseverance in achieving results. 

Indulgence refers to a society that allows free gratification of natural human drives related to 

enjoying life. Restraint refers to a society that suppresses gratification of needs and regulates it 

by means of strict social norms7. 

 

  

                                                             

7 P. Lasserre (2007) Global Strategic Management, 2nd ed, New York, Palgrave Macmillan, p. 305 



15 
 

2.3.2  Firm-specific theories 

There are several strategies that companies can implement when they wish to enter the 

international market. The resource-based view helps determine whether a company has the 

capability to transfer their operations to another economy. The Uppsala model advises 

companies to internationalize their operations in stages as they achieve knowledge to continue 

expanding. The eclectic paradigm argues that a firms business and operations need to be 

transferrable to other markets if the company is to benefit from the expansion to other 

countries.  The VRIO framework analyzes if the company has the capability to enter a new 

market by looking at the strength of the organization and the competitive advantage of its core 

business. Dawar and Frost introduced strategies that local companies in emerging markets can 

implement to successfully compete with global multinationals entering their markets.  

The Blue Ocean strategy is a path that companies can create to avoid fierce rivals by creating 

new markets. The CUBEical framework advices the company to segment their customers to 

thereby be able to focus on each individually and as such have the capacity to localize parts of 

their business. Co-creation suggests that companies collaborate with brand-enthusiastic 

customers to innovate and develop new products. An innovative mindset and implementation of 

creative strategies can create success for Chinese companies entering foreign markets.  

They can escape the fierce competition that already exists by creating new markets. To do this, 

the company needs to be committed throughout the organization and the management needs to 

be well-organized and determined to try new methods.  

 

2.3.2.1  Resource-based view 

The resource-based view has become an important indicator for determining why some 

businesses succeed while others fail. It focuses on the internal assets of the firm to understand 

the constitution of the business and what the key resources are. By outlining their resources, the 

company understands where their strengths are and where there is room for improvement and 

growth. A firm consists of primary resources and capabilities. Primary resources are the 

company’s tangible and intangible assets. Tangible assets are financial and physical assets in the 

form of internal funds, shareholders’ capital, external capital and loans; and plants, offices and 

equipment. Intangible assets include technological resources, reputational resources, and 

human resources. Technological resources are patents, trademarks and copyrights. Reputational 

resources are in the form of brand recognition and business relationships. Human resources are 

talents, skills and knowledge of the employees as well as their shared values and social norms 

that is set in the organizational culture. These resources will together determine whether the 

company has the capacities that are necessary to have in order to generate improvement and 
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growth. The capabilities of a company are its ability to master the activities in the value chain; 

innovation, operations, marketing, sales and distribution, and corporate functions. Capabilities 

in innovation are a firm’s ability to research and develop new products and services, as well as 

the capacity to innovate. Capabilities in operations are the firm’s ability to implement 

standardized processes. Capabilities in marketing are the firm’s ability to market their products 

to maintain existing customers and grow across consumer groups and borders. Capabilities in 

sales and distribution are the company’s ability to interact with customers and supply to their 

markets. Capabilities in corporate functions are management, control systems and strategies 

that enable the company to articulate goals and implement methods and paths that will enable 

them to reach that target while maintaining value and control in both methods and output8.  

The resource-based view helps to see if the company has particular resources that contribute to 

the success in their operations and business potential. 

 

2.3.2.2 VRIO framework 

While the resource-based view help list the key resources, VRIO determines which ones are the 

fundamental reason for the company’s success. The companies that are successful, constitute of 

resources that have VRIO qualities. According to the VRIO framework, the company’s resources 

need to add value to the market, their resources should be rare, it should be difficult for 

competitors to imitate the products and processes, and the organization structure and culture 

should attract talent and encourage cooperation so that the best employees, specialists and 

partners are intrigued to work with and for this company. First of all, the products or services 

that a company offer need to generate more money than they cost to make. Second, if the 

company is able to produce products or services using rare resources while still creating value 

for the customer, then they are likely to be ahead of the competition. Third, the value creating 

products of rare resources that the company produces should be made difficult to imitate by 

powering them with tangible and intangible resources. Finally, the organization that is 

generating the value creating, resource rare and hard-to-imitate products or services needs to 

be properly organized with processes and strategies that creates a common front and a strong 

construction9. 

 

                                                             

8 K. Meyer and M. Peng, International Business, p. 100-106 
9 K. Meyer and M. Peng, International Business, p. 106-112 
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2.3.2.3 The Uppsala Model 

The Uppsala Model is developed by Jan Johansen and Jan-Erik Vahlne in the 1970s. 

The model argues that internationalization is a dynamic process where companies use their 

current knowledge of the market as a foundation in the decisions of their next step. During the 

process of internationalization, a company will start by entering markets whose cultures are 

similar to the home country before attempting to enter more distant markets10.  The process of 

internationalization will continue as long as the performance and prospects are favorable11. 

Developing knowledge is fundamental to a firm’s internationalization process. Learning by 

experience helps the company achieve a gradually more differentiated view of foreign markets 

and of the firm’s own capabilities.  Market commitment and market knowledge affects how the 

company perceives present opportunities and risks. These will in turn influence the current 

commitment decisions and activities of the company.  The model has recently been upgraded to 

introduce the importance of trust. Trust pays an important part for developing relationships and 

business networks, which is something that is becoming increasingly important to companies 

working the global field. Opportunity recognition is also very important talent to have when a 

company wishes to invest in a new market.  Opportunity recognition is likely to be an outcome of 

ongoing business activities that add experience to the existing stock of knowledge. An important 

part of that experience is knowledge of one’s own firm and its resources, including the external 

resources that are partially available through network relationships12. Internationalization 

resembles entrepreneurship and may be described as corporate entrepreneurship13” 

The Uppsala Model suggests that internationalization involves fewer risks if the company relies 

on experience and takes small steps in the mission to globalize. Considering that the Uppsala 

model would normally require time, it is inspiring to see if the Chinese multinationals have 

taken this route in the short period that they have grown and globalized their businesses.  

 

  

                                                             

10 K. Meyer and M. Peng, International Business, p. 343 
11 J. Johanson and J-E. Vahle (2009), The Uppsala model revisited: From Liability of Foreignness to Liability 
of Outsidership. Journal of International Business Studies, 40 (9), p. 1416 
12 J. Johanson and J-E. Vahle, The Uppsala model revisited: From Liability of Foreignness to Liability of 
Outsidership, p. 1419 
13 J. Johanson and J-E. Vahle, The Uppsala model revisited: From Liability of Foreignness to Liability of 
Outsidership, p. 1423 
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2.3.2.4 OLI/Eclectic paradigm 

The OLI paradigm, or otherwise called the eclectic paradigm, was developed in 1980 by John 

Dunning. It suggests three conditions that need to be met by companies wishing to expand 

internationally through foreign direct investment. The first condition is Ownership advantage. 

These are resources that are not location bound but are instead transferrable across borders and 

adaptable to other markets. The second condition is Locational advantage. This means that the 

chosen location of investment creates value to the firm that cannot be achieved at home. This 

includes the advantage of new markets, more resources, cluster of talent, and well-organized 

institutions. The third is Internalization advantage. By keeping operations inside the 

organization, the company can lower transaction costs gain control over their operations. This 

would be difficult to accomplish through exports and offshore outsourcing14.  

 

2.3.2.5  Dawar and Frost 

Firms in emerging countries like China will face big foreign competitors that are more 

experienced than themselves. They need to be creative to win the battle. It is difficult, but 

possible. There are several strategies that a local company in an emerging market can 

implement when trying to survive in their home market. There are numerous industries in China 

where local companies are surpassing and winning over foreign multinational companies in the 

local market and have already begun the battle against the global multinationals internationals. 

The dodger strategy involves collaborating with the competitors, usually through Joint Ventures, 

to join their forces and develop with them. The defender strategy means that the local company 

leverage local assets in areas that the multinational companies are weak. This means using their 

knowledge of local resources to create innovative products for the local customer. The extender 

strategy is about leveraging home-grown competencies abroad. This strategy centers on 

developing a solution to a local problem that they can then expand to other similar markets. The 

contender strategy entails local companies quickly learning from their home environment to 

then expand abroad to compete with the multinational companies internationally15.  

 

 

                                                             

14 K. Meyer and M. Peng, International Business, p. 171-182 
15 N. Dawar and T. Frost (1999), Competing With Giants: Survival Strategies for Local Companies 
in Emerging Markets. Harvard Business Review, March-April, pp. 119-129 
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2.3.2.6 Market Creation 

Markets can change in three possible ways; change in buyer and seller group, change in social 

arrangements, and change in exchange content. New companies can enter the market and 

customer groups can change due to the evolution of time. Social arrangements can change as a 

cause of innovation, for example the market has changed from being a physical place at a town 

square to virtual in online shops. Finally, new product and service will enter the market and 

change the perception of the consumers. If the customer perceives a new social arrangement or 

new product or service as a new market, then what has really taken place; is market creation.  

Customer usually behave very differently across the customer base, no matter which market. 

The different customer types can be categorized into social sub-arrangements, also called 

submarkets. The customer segmentation gives a deeper insight into the market and invites the 

company to rethink and differentiate the various segments of its customer base.  With the 

company’s knowledge of their customer segmentation, they can conduct satisfaction studies to 

analyze the customer experience to then successfully target change towards specific areas of the 

company, products, or services. It is necessary to understand that the variations in social 

arrangements are behavioral differences. There are three theories that can determine the 

success of a company entering a new market or wishing to grow across markets. The first is Blue 

Ocean Strategy where the company responds to competition by creating products with value 

innovation and thereby creates a new market segment. The second is CUBEical segmentation 

model, through which the company can segment their customer groups to differentiate 

strategies of production and marketing. The third is Collaborative innovation where the 

customer becomes part of the innovation process and the company responds by developing 

products that the market needs.  

 

2.3.2.6.1 Blue Ocean Strategy 

The Blue Ocean Strategy is a model that guides companies to think outside the box to create new 

business opportunities and markets through innovation and creativity. Red oceans represent all 

industries existing today. In red oceans, industry boundaries are already established and the 

competitive rules are known to all players. As the market place gets crowded, there are 

cutthroat tactics to gain market shares and profits. Blue oceans are industries that do not exist 

today. In blue oceans, new markets are created either far away from red oceans or within by 

expanding the industry boundaries16. The companies caught in the red ocean build defensible 

                                                             

16 W.C. Kim and R. Mauborgne (2005), Blue Ocean Strategy: How to create uncontested market space and 
make the competition irrelevant.  United States of America. Harvard Business Press, p. 4 
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positions in the existing industry. Companies in the blue ocean do not use their competition as 

benchmarks. Instead, these companies use the logic of value innovation. Instead of focusing on 

beating their competition, they focus on creating value for the consumers17. The company that is 

formulating a Blue Ocean Strategy should look across alternative industries for direct and 

indirect competition, strategic groups within the same industry, the chain of buyers and their 

influence on business,  complementary products; and the possibility of attracting customers 

through emotional-functional orientation. The company should furthermore learn about current 

market trends to become more flexible and adaptable to changes in customer behavior18.  

The Blue Ocean Strategy is important in this context because the markets of developed 

economies are already crammed with competition and therefore multinational companies from 

emerging markets who wish to go international need to use their creativity to find alternative 

ways in.  

 

2.3.2.6.2 CUBEical Segmentation Model 

Differences in social arrangements depend on three dimensions; customer types, customer roles, 

and scenes. As a result of these three dimensions, it is called the CUBEical segmentation. 

Customer types are determined by the values and beliefs held by the individual customer or 

organization that purchases the product or service. Values and beliefs are often mirrored in the 

behavior and decisions made by the person or organization. As a result, a description of different 

behaviors and decision patterns can help show the different customer types in this dimension. 

What is useful here is that customer types are constant over time and for that reason makes it 

easy to implement differentiation strategies that target the desired customer types. Customer 

roles are the person’s or organization’s role to other people or firms. It can be in relation to the 

family (mother, father, sister, brother, etc.), work place (employee, boss, colleague), or functional 

in the market place (consumer, supplier, seller). One person’s customer role may differ 

depending on with whom they are with and the product or service they purchase may differ 

thereafter. It is important to know this in order to adapt to changes in needs and expectations. 

Scenes are places where buyer and seller meet and interact, but also where the products and 

services are used. These scenes depend on where the consumer is at and what they are doing. 

CUBEical segmentation model explains how companies need to categorize customers in order to 

be able to develop differentiated strategies and target marketing.  The CUBEical segmentation 
                                                             

17 W.C. Kim and R. Mauborgne, Blue Ocean Strategy: How to create uncontested market space and make 
the competition irrelevant, p. 12-13 
18 W.C. Kim and R. Mauborgne, Blue Ocean Strategy: How to create uncontested market space and make 
the competition irrelevant, p. 70-76 
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model is important in this case because it deals with the necessity of companies to understand 

all the customers in their customer base in order to understand their needs and expectations 

from the products and services they use. This is especially important for a newcomer to the 

market. In order to capture the interest of the customers, the new company needs to understand 

what they need that they currently do not have19.  

 

2.3.2.6.3 Co-creation 

Companies that wish to sustain competitive advantage in modern, global economies need to 

build deep customer relationships. Innovative companies have for years kept their product 

development within research centers and laboratories; but trends are changing towards a more 

open innovation. Open innovation means that the customer becomes involved in the process of 

innovation. This new way of co-creation allows the company to access a wider pool of 

competences and talents. With new technologies and the rise of the internet, this is typically 

done by creating virtual customer communities where they invite customers to discuss products 

and other topics on the company. The internet has become a common scene for this 

collaboration because of its ability to reach many people simultaneously no matter of their 

geographical placement or the time of the day. It also permits everyone to air their opinion and 

get noticed and sometimes rewarded for their ideas. Customers usually collaborate within six 

product development areas; selecting ideas to peruse, designing new products through online 

toolkits and voting systems, development of new products through open source mechanisms, 

testing of new products to detect bugs or errors, support for other customers through discussion 

forums focusing on functionality, and communication by asking customers to post pictures or 

comments about the product on the virtual community or in social media. These sports of co-

creating activities would not be possible without the internet and requires the support of 

enthusiasts of the brand. In many cases, customers are therefore compensated either through 

recognition or monetary reward20.  

This strategy is important for the thesis because it is believed that those Chinese multinationals 

that have succeeded on the global market might have implemented co-creation into their 

business practices and system processes.  

                                                             

19 A. Carù and K. Tollin (2008) Strategic Market Creation: A New Perspective on Marketing and Innovation 
Management. Great Britain. John Wiley & Sons, Ltd, pp. 176-184 
20 A. Carù and K. Tollin, Strategic Market Creation: A New Perspective on Marketing and Innovation 
Management, pp. 362-279 
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2.3.3 Influential Authors 

Peter Nolan and David Shambaugh are two professors that contribute to this thesis their work in 

this field along with two books of theirs that touch the same subject as mine. Their work will 

contribute to the development of this thesis with valuable information. 

 

2.3.3.1 David Shambaugh 

David Shambaugh is professor of Political Science and International Affairs and director of the 

China policy programme at Elliott School of International Affairs at George Washington 

University. He has written numerous books on Chinese politics and his most recent book is 

called “China Goes Global: The Partial Power” and came out in 2013. This book is neatly divided 

into eight sections that are respectively discussing various aspects of China’s current scenario. 

Section three and five are of interest to this topic. They discuss China’s global diplomatic 

presence and global economic presence. In the section on global diplomatic presence, he 

explains how China’s relationships with other nations have developed over time, and how their 

relationship with themselves has evolved. Many of China’s political choices have affected their 

economic system and consequently their large enterprises. Shambaugh begins by describing 

China’s current status on the world scene, then goes through every defined period in their 

modern history, from the initial isolation in 1949 to the opening up in 1978, the years following 

that to their reforms in the late 1990s and then finally back to the present. The thorough 

description of important events and its effects generated an understanding for why China looks 

the way it does today; and it also provides a perspective over how far they have come. The 

section on global economic presence explains how China managed to achieve the success they 

experience today. It describes China’s important phases of economic development from being an 

insignificant and poor country to a superpower. He maps out the decisions and steps that are 

important to China’s success and explains how they have contributed. This includes the increase 

of foreign direct investment to China, outward direct investment from China through the “go 

global” initiative; and the description of how Chinese multinationals have been formed and what 

their challenges are. Information describing China’s political and economic status will help 

understand the fundamental reasons behind the development of the large Chinese enterprises21. 

 

                                                             

21 D. Schambaugh (2013) China Goes Global: The Partial Power. United States of America. Oxford Press, pp. 
45-206 
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2.3.3.2 Peter Nolan 

Peter Nolan is a Sinyi professor of Chinese Management at the University of Cambridge and the 

director of the China Big Business programme at Cambridge, which brings together leading 

international and Chinese firms for regular strategic discussions. He has written numerous 

books on China’s political and economic status, and development. Among these are “China and 

the Global Economy”, “Transforming China: Globalization, Transition and Development”, and 

“China at the Crossroads”. The book “China and the Global Economy” is written in 2001, right 

before China entered World Trade Organization. It discusses the development of the Chinese 

National Champions through reforms and policies that encouraged growth and global activity. 

Many State Owned Enterprises were privatized and a total of 120 large enterprises were 

selected to be the national champions that would become globally competitive corporations 

(Nolan 2001, p. 18). These enterprises were in sectors that were considered to be of strategic 

importance; electricity generation, coal mining, automobiles, electronics, iron and steel, 

machinery, chemicals, construction materials, transport, aerospace; and pharmaceuticals. 

National pride brought together the national team and its members were given enhanced rights 

and were protected through tariffs and other regulations. Consequently, there were many state-

run R&D centers that were transferred to members of the national team in order to enhance 

technical progress22. After the first two decades of reform, the competitive capability of large 

Chinese firms was still painfully weak in relation to the global giants23. The Chinese enterprises 

were therefore encouraged to form joint ventures with global Western companies to learn from 

them and build international experience24. There were some non-SOEs that emerged in the late 

1990s, including Haier, Lenovo, Meidi and Jianlibao. They emerged in relatively low technology 

sectors and penetrated the lower value-added segments of international markets. They 

established a degree of domestic brand recognition and adopted modern methods of business 

management. These companies were uplifted as examples of Chinese firms that had been left to 

compete on the global playing field on their own, unaided by state intervention. But they did 

benefit from a protected domestic market and state support through soft loans, state 

procurement, and protected marketing channels25. The reforms that were implemented in the 

beginning of 1980s affected the development of large Chinese enterprises and helped them in 

the tough competition against foreign rivals.  The information that Peter Nolan put forth helps to 

understand that government reforms and the success of Chinese businesses are linked.  

                                                             

22 P. Nolan (2001), China and the Global Economy. New York. Palgrave, p. 19 
23 P. Nolan, China and the Global Economy, p. 187 
24 P. Nolan, China and the Global Economy, p. 191 
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2.4 Delimitation 

When analyzing the general Chinese market, we have two possible theories that can be used. The 

institution-based view provides a good framework for finding the right material, but it alone is 

too broad and would only create a descriptive view. Porter’s diamond has five very interesting 

elements: Supporting industries, Demand conditions, Factor conditions, Firm strategy & 

structure, Government, and Chance.  It will be difficult to find information on supporting 

industries, so Porter’s diamond will therefore be combined with institution-based view. 

Government, factor conditions, demand conditions, and chance; will be combined with the 

normative pillar to analyze the domestic environment and the factors that have contributed to 

the formation of Chinese multinational enterprises. Thereafter, Dawar and Frost will together 

with the culture-cognitive pillar analyze the Chinese market and the protective strategies that 

Chinese companies in general, and Haier and Lenovo especially implemented to overcome their 

competition. The reasons for the success of Haier and Lenovo will be explored and explained 

through a combination of three market creation theories; co-creation, CUBEical segmentation 

model and blue ocean strategy. Other Chinese companies will be compared to Haier and Lenovo 

with the Uppsala model. The capabilities that enable them to remain strong will further be 

investigated using VRIO framework. 

Hofstede will be mentioned, but analyzing the research topic using cultural theories will not help 

answer the research question. OLI paradigm was for long considered as being an analytical tool 

for this thesis, but Haier and Lenovo already are on the global market, where they are successful. 

Therefore, that would defeat the purpose of the thesis. I do not want to find out if they are 

capable of going global but why. For that reason, the VRIO combined with market creation 

strategies is a much better fit. 

 

   

Success of Haier and Lenovo

Uppsala Model Market Creation VRIO

Chinese companies competing with foreign multinationals

Dawar and Frost Culture-cognitive pillar

Influences on Chinese market

Government, factor conditions, demand 
conditions, chance

Normative Pillar

Figure 1: Outline of the thesis 
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3 China’s development from 1978 to present 

Over the past thirty years, China has changed enormously. No other country in history has gone 

through economic development as quickly as China. The economic market and social life alike 

have undergone transformations that no-one could imagine possible in 1978. We are all amazed 

at what China has been able to accomplish in such a short time, and taken aback over their 

capacity and strength. Some nations are frightened over what might be to come while others 

take advantage of new business opportunities. China is studying other countries to try to learn 

how to be a developed country. In some areas, they succeed; in others, they still have a long way 

to go.  

Even before China opened up to the world, the government had started to plan their return to 

the center of the world’s economy. However, they realized that the world had changed 

drastically and that they needed to take one step at the time so not to make mistakes. Over the 

years, the State has implemented reforms and policies to encourage advancement for both the 

enterprises and the people. As a result, both inward and outward investments have been 

carefully monitored.  

The PEST analysis is a clear and constructive framework to use when describing the four 

influencing elements of a national market; political, economic, social, technology. It is a good tool 

to describe macroeconomic factors that affect China’s market and Chinese MNEs.  

The next section will examine the developments in four important sectors; political, economic, 

socio-cultural, and technological. It is believed that the knowledge of these four elements that 

constitute any market will help understand how the Chinese market got to where they are today. 

The knowledge can thenceforth help in the comprehension of the global strategies implemented 

by Haier and Lenovo and determine their differentiation towards others. 
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3.1 Politics 

Between 1949 and 1978, China experienced a turbulent period filled with insecurity towards 

other nations and resent towards their own. In the first decade, they were caught in the civil war 

while also attempting to build up systems that resembled those of the Soviet Union. From 1958 

to 1965, they split with the Soviet Union, deepened their problems with Taiwan and launched a 

border war against India. They also confronted the US in Vietnam and became supportive 

towards liberation movements around the globe. The Cultural Revolution broke out in 1966 and 

lasted until 1970. During this period, China was completely isolated but kept a rhetoric and 

material support towards communist revolutions in other nations. When the bitterness towards 

the Soviet Union deepened, Mao Zedong decided it was time to start opening up towards other 

states. By first forming bonds with the US, entering the UN, and then normalizing relations with 

other Western and Asian nations, China could start integrating with the international system 

and community and prepare for the official opening up in 1978. In the following three years, 

China got hostile towards Vietnam, armed rebels in Africa and formed tight bonds with 

Cambodia and the United States. This was a direct response to the Soviet Union forming 

international ties in Vietnam, Cuba and Africa. In 1983, however, China began to warm up 

towards the Soviet Union and allowed high-ranking politicians to its soil again. In this 

development, China also began forming bonds with nations that could contribute with 

investments during China’s modernization process. Their priority was developed countries that 

could contribute with foreign direct investment, access to international financial institutions and 

loans; and knowledge in sciences, technology, management, educational training and trade. For 

the first time since 1949, China had a peaceful relationship with all major blocs in the world. But 

it all demolished in the “June 4th incident” in 1989 and the West turned their back on China. 

Asian countries did not react as severely but instead threw China a diplomatic lifeline to 

reintegrate them into the region. The European Union followed in 1995 and the United States 

short after in 1997. From 1998 to 2008, China experienced a balanced and happy period of 

growth and stable relationships. After the financial crisis in 2008, it seemed that China had 

developed a nationalistic pride over its own economic success coupled with Western struggle. 

They seemed to promote a disagreeing nature, particularly towards the global agreement of 

capping greenhouse gas emissions that strained China’s relations with many nations. But it’s 

also understandable that they would not be able to follow the agreement without compromising 

their economy. As an effect, China is attempting to mend these relationships to continue their 

growth and development26.    
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3.2 Economic  

In 1971, when Mao Zedong began the groundwork for opening China, it was in immediate 

interest to national security and furthermore to gain access to Western technology and 

economic assistance. When Deng Xiaoping took over after Mao in 1978, he redirected the focus 

towards purely economic growth and every decision by the state was directed to achieve that 

goal27. The new focus resulted in that China’s total trade increased from USD$ 20 billion to USD$ 

475 billion between 1977 and 2000. During this time, they also climbed in ranking from number 

17 to number 7. Foreign direct investment to China has not increased at an equally accelerating 

rate. Although their FDI had increased to USD$ 2.2 billion in 1988 already, it soon dropped again 

and remained low until 1992 when it suddenly increased to USD$ 10 billion. In 1993, China 

opened up their capital account, which resulted in yet another vast increase to USD $30 billion. 

China’s growth in FDI was beneficiary in many ways; increased volume of production, upgraded 

technology and improved productive efficiency, and upgraded the range and quality of 

manufactured goods from China. After China joined the WTO their total trade increased at an 

even more impressive speed. They surpassed one country after the other in ranking until they 

finally surpassed Germany in 2009 to become the second largest trading economy in the world. 

At that time, they had a total trade of USD$ 2,208 billion28. The world has never experienced a 

trading power like China29. China rose from an insignificant economy to the second largest in the 

world in only 32 years. Between 1981 and 2004, the portion of China’s population consuming 

USD$ 1 a day fell from 65 percent to 10 percent. This resulted in half a billion people being lifted 

out of poverty. The economic development and improvement in the quality of life since the late 

1970s has been nothing short of phenomenal. In such measures, China has the potential to 

overcome the USA as the world’s largest economy around 202030. China is on its way to 

returning to the center of global economy31. 

The five year plans have probably contributed considerably to China’s success because they have 

provided targets for growth and a direction to follow. Their ad hoc nature has provided a 

flexibility to alter reforms to correspond with modern changes.  When China transformed the 

system from centrally planned to market economy, they used great finesse and efficiency to 

combine structural transformation, economic liberalization and institutional transition into one. 

This transformation to a free market system was also a main cause for China’s expansion of 
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productivity and export success32. In 2009, China’s GDP grew 9.2 percent. In 2010, it grew with 

another 10.3 percent and is still not slowing down. Despite the financial crisis, China’s economic 

boom is reaching its fourth decade. While most economies suffered drawbacks during the 

recession, China’s regional and global economy was enhanced. Many economies were able to 

recover quicker because of Chinese demand and as an effect China became important in regional 

and global economies33. Even though they are a superpower, most of China’s exports are still in 

low-end consumer products, with manufactured goods dominating at 93.6 percent of total 

exports. Their main trading partners are still the European Union and the United States, but the 

trade with ASEAN, Africa and Latin America has surged in the past few years34.   

Jiang Zemin started speaking about the importance of the “going out” policy in the mid-1990s. 

He emphasized the significance for China to build large, internationally competitive companies 

and of the role of the state to encourage and help these through market forces and policy 

guidance. The state identified the importance for Chinese companies to invest abroad and 

increase the export of goods and services in order to create a number of strong multinational 

companies and brand names35. The government envisioned that Chinese companies from 

different industries should succeed internationally: telecommunications, automobiles, 

agriculture, electronics, research and development, and service industries (finance, insurance, 

logistics, tourism, event management, etc.). As a result, political leaders seldom went on 

diplomatic trips alone but often had a tagalong of Chinese business people looking for 

investments and cooperation. The going out policy started influencing Chinese business in 1992. 

The government appointed 120 state-owned industry groups as national champions and these 

enterprises were in charge of leading the internationalization of Chinese enterprises. These 

companies received political and financial support, greater power over profit retention and 

management decisions, and information from the government on possible foreign investment 

targets36. Due to lack of experience in developed markets and cross-cultural business 

environments, many Chinese companies have taken to Mergers and Acquisitions as a method to 

enter foreign markets. Ninety percent of these have so far been unsuccessful. But some few have 

had the ability to acquire an established international brand and turn that brand’s resources into 

their own valuable assets.  
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Figure 2. Chinese ODI development 1982-2006 

Today, China accounts for a mere 1.1 percent of the world’s outward foreign direct investment 

(ODI), but they are among the most active countries. The annual average ODI was at $2.3 billion 

between 1992 and 2000. When they entered the WTO in 2001, annual ODI suddenly averaged at 

$6.9 billion. By 2010, 12,000 Chinese companies were totaling $68.8 billion of overseas direct 

investments in 177 countries. After the financial crisis in 2008 and the following debt crisis 

made Europe an attractive target for Chinese investors. Chinese investments increased by 94 

percent during 2010 to account for 10 percent of China’s total ODI in 201137.  According to a 

survey done on 50 of China’s industry-leading firms, 56 percent stated that the main reason for 

them to invest abroad was to “seek new markets”, and 16 percent stated that their primary 

reason was to “obtain technology and brands”. The second most important reason was “strategic 

asset-seeking” in terms of knowledge, market access and R&D. State-Owned Enterprises 

dominate China’s ODI since they account for 81 percent, but it is still impressive that small 

private-owned firms account for as much as 10 percent. Most Chinese ODI goes to the Asia-

Pacific region, with 10.5 percent, while the remaining continents Africa, Latin America, Europe 

and North America with around 3.8 percent each. In North America it is mainly in the 

manufacturing sector while Europe, receives ODI mostly in the service sector. In Europe, it is 

Germany and the UK that receives most ODI. Sweden has also been a major target, along with 

Poland, Romania, Spain, France and Italy. The reason is mainly that there is an opportunity to 

accomplish assets38. Figure reference39. 
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3.2.1 Chinese enterprises 

In 1978, China’s focus shifted from political, ideological and class struggle to economic 

development, technological advancements, education and national defense40. Directly after 

China opened its door in the late 1970s, they began implementing reforms to reconstruct 

industrial enterprises and the transformation continued until the early 1990s41. Today, China 

has three types of enterprises; State Owned Enterprises, Town and Village-owned enterprises 

and household-or private-owned firms. Urban enterprises in China are usually small to medium-

sized State Owned Enterprises, urban collective enterprises, urban household and private firms, 

and joint ventures. Rural enterprises are usually town and village collective enterprises or 

household and private firms. Urban Small and Medium-sized enterprises contributed to one 

third of China’s GDP in 1996 and employed over 130 million rural workers. Rural enterprises 

also produced one third of China’s GDP and employed over 115 million urban workers42.  

State Owned Enterprises (SOEs) have traditionally been managed by the government, but since 

the opening up, they have undergone some changes that have provided them with more 

freedom. In the first period after the opening-up, between 1978 and 1983, the government 

allowed SOEs to slightly more power over decisions on bonuses and the retention of profits43. 

The enterprises were still, however, obligated to share a portion of the profits with the state.  

In practice, there were three main methods; the first was for the enterprise to keep a percentage 

of the profit; the second was a guaranteed retention, if targets were met; the third was that the 

enterprise took responsibility for their profits or losses after taxes were paid. Each enterprise 

had to reach the set targets first and the amount that exceeded that level was shared equally 

between the state and the enterprises. Similarly, if the enterprise suffered a loss in sales, then 

the state would cover the shortage. The effect of these reforms was that the enterprises 

eventually wanted more power over their decisions and profits, and the state wanted them to 

take more responsibility over their losses44. Consequently, the government implemented further 

reforms between 1984 and 1986, which allowed enterprises to produce to meet market needs 

after they had met basic plan targets. Thereafter, enterprises were allowed to sell and market 

their products themselves, and could therefore set the prices. They were further allowed to 
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communicate directly with suppliers, which generated a sudden competition among suppliers. 

The state retained the control of human resources. Managers were not allowed to hire and fire 

as they pleased, and were also not allowed to set wages. They were, however, allowed to 

distribute bonuses. The state also continued to control how profits were distributed. It was first 

in 1988 that the National People’s Congress passed a law that allowed SOEs to become 

commodity producers with independent managerial power45.  

Township- and Village Owned Enterprises are enterprises that are collectively owned by the 

inhabitants of a town or village. A series of reforms have been implemented since 1978 to 

stimulate the development of agriculture in general, but TVEs especially46. TVEs were 

encouraged to meet agricultural needs of the rural population. They had strict protocols to 

follow and were not allowed to compete with large-scale, advanced industries for raw material 

and energy. As a result, these enterprises were stuck in small-scale agriculture-related 

processing; or subcontracted to larger industries. They had to follow the state’s order on 

production plan and pricing while being forced to earn their capital on their own accord.  

But they often received generous tax policies that allowed new industrial enterprises in financial 

difficulties to operate tax-free for two or three years; and enterprises in frontier counties or 

sovereign regions were allowed to operate tax free for up to five years. In 1982, reforms were 

implemented to develop the TVEs by allowing them to market their own products even outside 

the traditional areas, and to manage the movement of funds, technology and labor. 

Consequently, they were encouraged to develop the system. In 1990, the People’s Congress 

passed a law that allowed TVEs access to official services and programs in such areas as credit, 

staff training, technological support, information and export promotion47.  

Private and household-owned firms are generally owned by one family or one small group of 

people. Between 1992 and 1996, the number of private enterprises grew from 139’000 to an 

impressive 961’000. Around 60 percent of these were in the urban areas and 40 percent were in 

the rural areas. More than half of these firms were in wholesale and retail trade and about 20 

percent were industrial firms. The rapid growth after 1992 was caused by improvements in the 

ideological environment and concrete policy treatment following reforms. Today, private 
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enterprises generate 95 percent of new employment opportunity and 80 percent of recent 

economy growth in China48. 

 

3.3 Social Cultural 

Western scholars and managers at multinational companies in China have been studying 

Chinese culture for decades in order to understand their employees, partners and customers. 

Some of this knowledge is quite stereotypical although it provides a framework for 

understanding each other to then ease intercultural communication. 

According to Hofstede, culture can be analyzed by looking at five dimensions: power distance, 

individualism versus collectivism, masculine versus feminine, uncertainty avoidance; and long 

term versus short-term orientation.  Chinese culture scores relatively high on power distance 

because people tend to accept inequalities in society and generally follow a leader with 

relatively little objection. The influence of Confucius on Chinese culture further generates a long 

term orientation and Chinese people are therefore more accepting to spare resources and invest 

towards a long-distant goal. Chinese culture is also more masculine than feminine. This means 

that they are more success-oriented and driven to the extent that they will sacrifice their leisure 

time and family time for their work. Additionally, the nature of Chinese people is that they are 

collectivistic and thus act in the interest of the group, and not only themselves. As a result, the 

group, whether it be family, community or colleagues, is more important than the organization 

or institute. Finally, Chinese culture scores low on uncertainty avoidance, which means that they 

can tolerate the unknown and adapt to changes fairly easy49.  

Confucianism has been the key essence to Chinese culture for over hundreds of years. Many 

Asian cultures have likewise had strong influence of Confucian ethics and as such it is believe 

that the economic success of East Asian economies such as Japan, South Korea, Singapore, 

Taiwan, Hong Kong and now China; owe itself to Confucianism ethics. People in East Asia have a 

future-oriented perspective that can explain the economic success of these economies and thus 

added Confucianism dynamics as an important cultural dimension50. They further concluded 

that Confucius preaches long-term orientation that enables people in organizations to 

subordinate themselves to the organizational goal; having respect for social status within limits, 
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and save resources. Therefore, the national economic growth becomes a result of the 

performance of individuals and the organization51. Confucianism can therefore have a great 

impact on management of business organizations and human resources52. Furthermore, 

Confucianism emphasize the balance between oneself and other people, it can support 

harmonious relations across diversified communities53. In the modern Chinese society, it is 

however also important to remember that people’s values are shaped by their experiences and 

how they socialize within the context of their culture. Therefore, values can differ within a 

culture by generation, class and personal background54.  On a similar note, Confucius values have 

become a cornerstone in management styles and communication in China. According to 

Confucius, relationships are unequal and these inequalities are respected by both superiors and 

subordinates. This organization hierarchy makes it common practice for senior managers to give 

instructions to middle managers who in turn give instructions to employees on the production 

floor. Subordinates are not expected to question instructions since that would be a sign of 

disrespect55.  Another two aspects that are different in China compared to in the West, is the 

value of Guanxi and the value of Face.  Guanxi is a network of human relations which sets the 

rules of behavior among the parties concerned. It is a form of human capital where each private 

person has the knowledge over each of their friends and for what they would be helpful. Face-

saving is also a very important element to Chinese culture. Saving face is about not making 

another person feel embarrassed or humiliated over a mistake or inferiority.  The difference 

between Chinese and Western communication styles thus becomes that Westerners are 

generally more straight-forward when addressing their opinions, while Chinese will try to 

cushion their critique with a compliment56.  
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3.4 Technology 

Upon the founding of the People’s Republic of China in 1949, the political focus was to regain the 

country’s industrial strength. Therefore, the first five year plan included the actions of importing 

156 turnkey facilities and establishing over 400 research centers across China. In the beginning, 

these centers focused on reverse engineering of foreign technology for university research and 

industrial manufacturing. However, because the research institutes were not linked but centrally 

planned through report systems, this system did not invite for innovation or scientific 

breakthroughs as institutions did not have the measures to collaborate. These R&D centers 

served the successful Chinese enterprises and enabled them to develop their own technology 

and gain market share. The research was mostly used by the firm directly and therefore not 

counted as China’s research output. Reforms have caused these research centers to become 

more commercial and are today both able to work for their individual profits and to collaborate 

with other research institutes and corporations. The government has instead issued more 

financial support to basic research in biotechnology, information technology and the sciences. 

When the government allowed companies to establish R&D departments in-house in the late 

1980s, the number skyrocketed from 7,000 in 1987 to 24,000 in 1998. The companies’ in-house 

R&D units are increasing at about 35 percent while universities and institutes are remaining 

constant. Evidentially, the number of patent applications are increasing dramatically among 

China’s companies, while it is decreasing among institutes and universities. In the late 1970s, 

Chinese companies were encourages to formed joint ventures with Western companies to learn 

foreign technology and innovation by manufacturing the products of leading global companies. 

As a result, R&D and innovation in China is mostly carried out using foreign technology as a 

direct effect of the increased inflow of foreign direct investment. So, although Chinese companies 

are showing impressive developments in the field of research, it should be noted that they are 

strictly for commercial interest and do not contribute to China’s research output.  Nevertheless, 

over 50 foreign high-technology multinational companies, including IBM, Microsoft and Intel; 

have established R&D centers in China to utilize local technical talents for the development of 

new technologies. Ironically, large multinational companies from China, including Haier, Lenovo 

and Huawei, have instead set up R&D centers in developed Western countries in order to benefit 

from Western advanced technology, knowledge and research capability to thence develop their 

own innovative products57.  
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4 Chinese giants 

The two companies that have been chosen as case studies are Haier and Lenovo. Both are 

Chinese companies in the high-tech industry that stem from state owned enterprises, but were 

turned into private enterprises and have since managed to climb through expertise and clever 

management. They both have a strong foothold on the Chinese market, where they seem to fight 

off international competitors with ease; while also doing exceedingly well internationally. In 

order to succeed both in China and internationally, they would need to invest heavily and 

properly on research and development along with human resources in order to ensure being in 

the frontline of technology and close to the customer’s expectations. There are numerous foreign 

companies from Europe, North America and Asia that have been on the global market of 

technology products for many years. Because of their innovative standard, these two companies 

will help explore if the Chinese state has assisted in the development of strong Chinese brands, 

or if they achieved this through their own clever investments and strategies.  

 

4.1 Haier 

Haier is a world leading brand in the white products industry. They produce a variety of 

products in the range of home appliances from refrigerators, wine coolers to washing machines 

and air conditioners. The factory was initially established in the 1920s and was run as a State 

Owned Enterprise during the revolution. When Zhang Ruimin took over Haier in 1984 it was a 

State Owned Enterprise near bankruptcy called Qingdao Refrigerator Corporation with 800 

employees and terribly manufactured refrigerators. He started his mission by giving each 

employee a sledgehammer to destroy all existing products to then start from scratch. Zhang 

Ruimin is a self-taught leader who spent his early years studying Japanese and Western 

management styles along with attending every educational seminar he could find. His first 

strategic choice when he joined Qingdao Refrigerator Corporation in 1984 was to regain the 

trust of the employees by paying their salaries and investing in their comfort58. He denoted that 

talent resources are the most valuable to a company in transition. When Haier partnered with 

the German refrigerator producer Liebherr in 1985, they learned the value of quality, control 

and structured processes59. Consequently, Haier implemented the OEC Management control 

system to monitor the quality of their products. Liebherr, whose Chinese name was pronounced 

Lieberhaier, also inspired Haier’s name. By using a name that sounds German, Haier could gain 
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domestic market trust as well as international marketing advantages since customers could not 

easily guess their origins. Much of Haier’s success is due to their implementation of the highly 

structured quality management system that they learned from Liebherr and implemented into 

their processes in the early 1980s60. In China at this time, domestic demand exceeded supply and 

many other suppliers had a tendency to disregard quality in favor for quantity in order to keep 

pace and provide for the market.  Haier, on the other hand, decided to specialize on refrigerators 

and implemented quality management to ensure high quality on each product. They aimed at the 

top to achieve competitive advantage over competition. Consequently, they also implemented 

models in management, talent retention and corporate culture. Strict quality regulations 

evidentially raised the quality standard of the products and therefore the brand. As a result, they 

gained the customer’s trust and were able to build their success on that61. 

When the state encouraged mergers and acquisitions in 1991 and as a result, Haier was asked to 

take over a few failing companies around China. During this time, Haier took over eighteen 

companies in the area; all of which had different specializations62.  Their first products in the line 

of diversification were air-conditioners and freezers that stemmed from an acquisition in 1991. 

By 1994, after continuously acquiring companies in China, they had also moved into washing 

machines, microwaves, and water heaters. They continued with black household appliances in 

1997. During the rest of the decade, Haier developed a diverse product portfolio and expanded 

their operations to be able to address the increasing demand for home appliances and achieve a 

competitive edge. Haier had started their exporting operations in 1986 already, and were 

exporting indirectly through Liebherr at the time. In 1992, they began exporting directly 

through trading centers, service centers and sales offices all over the world. By 2000, they were 

exporting to 160 countries; 60 percent in Europe, 20 percent in Japan, and 16 percent in 

Southeast Asia63. By 2001, they had production sites in Jordan, Pakistan and an education center 

in the Philippines. Haier also had 30 plants and 58,000 distributors in 130 countries in Asia, 

Europe, Middle East and North America.  In 2000, Haier opened their first overseas subsidiary in 

South Carolina and soon after opened a regional headquarter in New York. In 2001, they formed 

a partnership with Italian company Meneghetti for the collaborative development and 

production of refrigerators. They chose an Italian company because of its innovative edge and 
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polished eye for design64. To ensure that all new divisions worked cohesively, Haier developed a 

management concept called the OEC (Overall, Every, Control and Clear), which invited every 

employee to keep attention to control and clearance on the quality in every aspect of their work 

but especially on the products. The OEC system enabled Haier to reduce their production cycle 

by 70 percent and production cost by 40 percent between 2001 and 2004. Their new product 

development speed had also decreased from six to 12 months; to 17 hours to three months65.  

In the late 1990s, Chinese companies were encouraged by the state to go global. Many struggled 

with the challenge of competing with foreign companies and returned home to pursue licensing 

agreements instead. But to Haier, internationalization meant building a Chinese brand and not 

benefiting from foreign exchange. To become successful, they developed yet another 

management concept that they called “Get in. Move into mainstream. Leadership.” This meant 

that they would localize their processes and adapt products by maintaining the same leadership 

style as in China. Since the struggles of the early 1980s, the whole company has been working 

under the ambition “Difficult first, easy later”, and that spirit has kept them going through rough 

times. With this mentality, they were able to create a name for themselves in developed markets. 

After brand recognition was established in developed countries, they entered the markets of 

developing countries where they implemented a localization strategy that they call “three in 

one”. Three in one entailed combining design, manufacturing and sales into one called the 

“market chain management”. The main focus here was on order information flow to rebuild 

business processes and improve logistics and capital flow. The internet era that took off in the 

early 2000s has brought segmentation and has spurred companies to shift focus from 

enterprise-centric sale of products to user-centric sale of services. In other words, enterprises 

have had to restrict their business processes from “production-storing-selling” to “demand-

manufacturing-delivery”. It has also brought integration of the global economy, causing the 

relationship between internationalization and globalization to become that of logical 

improvements. Internationalization means to create international brands with the resources of 

the enterprise. Globalization means to make use of global resources to create a localized brand. 

Haier uses global resources in R&D, manufacturing and marketing to create a global brand. 

“Successful enterprises move with the times”. For the next strategic era, Haier is establishing a 

networking strategy to cater to the needs of personalized production and embody its 

foundations and operations into networking markets and networking enterprises. Their goal is 

leaderless management that eliminates hierarchy, where employees can focus on self-promoted 
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individual goals, scale-free supply chain, large-scale customization on design, manufacturing and 

distribution66. 

Today, Haier is an international conglomerate with over ten thousand patents for products 

ranging from refrigerators, washing machines and air-conditioners to flat-screens, cell-phones 

and hair-dryers. They have about 96 product categories and 15,000 variations of their products. 

Their former 800 employees have grown into 80,000 working in 160 offices in 28 countries 

worldwide. Haier has a 27.2 percent share of the Chinese market and are only closely matched 

by Midea whose share is 13.7 percent67. Haier’s global market share is at 7.8 percent while their 

annual revenue is USD $25.8 billion and are thus ranked number one home appliances company 

in the world68. Haier also has 29 manufacturing plants, 8 design centers and 16 industrial parks. 

Three to five percent of revenues are each year placed on research and development at its 

research plants in China, Japan, US and Germany69. Haier was actually ranked 27th of the 

World’s Top Innovative Companies in 201070.  

 

4.1.1 Management style 

“Size is no protection against failure if you are not able to fill each employee with vitality” – 

Zhang Ruimin71 

In the early days of Haier’s development, Zhang Ruimin would show his support to the 

employees by enduring more hardship than them and by connecting with them on their level. He 

would ride third-class or sit in the aisle on trains to business meetings, he would sit with 

production workers and talk with them as equals, and he would use the little extra money Haier 

had to buy facilities and gifts to show gratitude. This management style proved to be efficient in 

a difficult time, and it resulted in the employees expressing trust, respect and loyalty to the 

company and its leader. After he had established discipline and morale among the workforce, 

Zhang Ruimin enforces processes to raise the quality standard of Haier’s products. The friendly 

and close relationship that Zhang Ruimin initiated made it simple to implement strategies and 
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changes72. Haier’s core values are that the customer is always right and that Haier is in constant 

need of improvement. Therefore, each sales person is trained to think that the customer is king. 

Haier builds its products to order and a Haier employee will even help the customer set it up. 

Every employee is a Strategic Business Unit and responsible for their own profits, resulting in 

them caring for each individual customer. Employees are involved with each part of the process 

and consequently understands how their work contributes to the value chain. This system 

allows everyone to be involved in innovation73.  Each new employee should feel that they have a 

place in the company and that he or she can realize their ambition and also add value to the 

company. It is important to feel needed and to feel fulfilled with ones input into the workplace. 

Haier’s global website mentions that because the corporate culture has these values in its core, 

employees need to have the combined spirits of entrepreneurs and innovators. Haier has been 

able to enforce this management system by initiating a corporate culture that embraces constant 

progress and the belief that victory comes through change74. Individual Goal Combination is the 

integration between individual SBU and company goal. OEC management stands for “Overall”, 

“Everyone”, “Control”, and “Clear”. It entails that each employee has to participate in reaching 

goals and consequently need to meet set targets for each day. A business that strives for growth 

needs to constantly raise goals, improve and innovate. This is where OEC management comes 

in75. Every new employee that joins Haier is therefore enrolled in two weeks training at Haier 

University. Continuous training thereafter makes sure that the employees feel empowered in 

their position and that they feel that they can climb in the organization. Employees are 

constantly encouraged to improve themselves, reach individual goals and establish innovation 

out of change. These values do not only guide each employee’s development but also help retain 

their value which encourages employee satisfaction and self-worth. Furthermore, individual 

bonuses are based on the team’s ability to accomplish a goal. Salaries are therefore not based on 

rank or position, but instead on results76.  
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4.1.2 R&D and innovation 

Haier invests between three and five percent of its revenue on research and development. Their 

methods are to continuously reflect on feedback and co-creation together with their customers. 

They believe in a firm’s ability to adapt to changes in the market. Therefore, the company has 

decreased the new-product-development-time from six to twelve months to 17 hours to 3 

months. This means that they can be much more responsive towards market changes. If they 

continuously use the customer’s advice they can also compete with their competitors through 

differentiation and wide product range. By involving all employees in the process of product 

development means that Haier can receive input and feedback from various parts of the 

company77.   

 

4.1.3 Chinese competitors: Midea and TCL 

There are many companies in China that are successful in this field. I have chosen Midea and TCL 

because they both have similar backgrounds to Haier. Although they both offer the same 

diversification in products as Haier, they are specialized in different areas. Midea specializes in 

air conditioning and TCL specializes in audiovideo. Furthermore, they both represent the other 

Chinese competitors as well, since they portray Chinese management style and strategies of 

internationalization. 

 

4.1.3.1  Midea 

Midea was founded in 1968 in Beijiao in Guangdong province when the founder He Xiangjian 

brought together 23 local residents and raised RMB ¥5000 to start a bottle lid factory. The 

headquarters are nowadays in Shende and they have another seven production units and one 

research institute spread across Guangdong province. The company produced their first electric 

fans in 1980 and registered the trademark Midea in 1981 and so forth marking the beginning of 

today’s conglomerate. Specializing in heat-exchange products, they produced their first 

residential air conditioner in 1985. In 1990, they joined Toshiba in a joint venture to produce 

split-style air conditioner, and in 1993 they diversified their product portfolio to rice cookers 

and appliance motors by cooperating with several other Japanese companies. Midea purchases 

Macro-Toshiba in 1998 to enter the air conditioning compressor business; and acquires Sanyo in 

2001 to further diversify product portfolio to include microwaves, water dispensers and 
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dishwashers. In 2004 they form joint ventures with Toshiba-Carrier to strengthen their research 

and management capabilities, and Chongqing General for the production of commercial air 

conditioners. They also formed joint venture with Hualing Group and acquires Hefei Royalstar to 

step into the business of refrigerators and washing machines. The year after, they acquired 

Jiangsu Chunhua Electric Group to further diversify to vacuum cleaners. Midea’s first official 

internationalization was the establishment of a production and distribution plant in Vietnam in 

2007. After that, they continued their international expansion to Belarus through a joint venture 

with Horizont in 2008, and further on to Egypt, Brazil, Argentina, Chile and India through joint 

ventures with Carrier’s daughter companies. Most of Midea’s facilities are located in Guangdong 

in China, and both research and strategy building is done there. However, they do have 

production units in developing countries like Vietnam, Egypt, Brazil, Argentina and Chile while 

also having distributors and therefore a presence across all continents, including developed 

regions like North America and Europe78. 

 

4.1.3.2  TCL 

TCL (The Creative Life) was first established in 1981 in Huizhou in Guangdong province, as a 

response to the reforms that opened up the market. A local firm called Huiyang Electronic 

Industrial company teamed up with a foreign partner in Hong Kong and formed what was then 

called Tian Tian Kai Household Electronic Appliances Company Ltd (TTK).  The initial focus was 

on the production of cassette tapes. By the mid 1980’s, China’s political reforms had begun 

creating a thriving business sector and a wealthier middle class. The demand for telephones and 

other home appliances was rising quickly and the State Owned Enterprises were struggling to 

keep up. In 1985, TTK partnered up with another Hong Kong-based called TCL 

Telecommunications Equipment Company. In this new cooperation, TCL focused on the 

domestic market and had become the leading producer of fixed phones by the late 1980s. During 

the 1990s, they expanded their product portfolio to include a wider variety of home appliances. 

In 1992, TCL became first in China to produce a large screen color television. During the 1990s, 

TCL Corporation grew an astounding 43.7 percent, where consumer appliances were the 

strongest driving force. Improvements in electrical infrastructure and the change of the Chinese 

consumer, with the growth of the middle class, contributed to more people being able to afford 

electrical appliances. Since TCL had pioneered in television production, they were China’s 

second largest producer by the turn of the century. In the late 1990s, they responded to the 
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quickly growing market for telephone handsets. In 2000, they acquired Zhongshan Electrics to 

enter the air conditioner market.  

TCL began their international expansion by opening manufacturing sites in Vietnam and 

Thailand; and sales representatives in developing countries like Malaysia, Indonesia, Russia, and 

in the Middle East. The cooperation with established European firms was part of TCL’s 

expansion plan. They strengthened their competitive advantage in television and audio-visional 

equipment by entering an agreement with Philips. They further acquired Schneider’s appliances 

division in 2002. When China had entered the WTO and protective trade barriers disappeared, 

TCL decided to maintain domestic Chinese customers by strengthening their global presence 

and becoming a global brand name. In order to pursue this, they established in 2000 a joint 

venture with Thomson Electronics in France to together produce televisions and DVD players, 

and became the world’s largest producer of televisions. The partnerships with Schneider and 

Thomson in 2003 helped TCL become a major global player. To strengthen this trend, they also 

acquired parts of RCA to strengthen their presence in the North American market and acquired 

Alcatel in 2004 to strengthen their position in Europe’s mobile phone market. Acquiring faded 

European brands as a method of global expansion backfired, however, when all their partner 

firms struggled to keep up with tougher rivals like Sony, Samsung, Nokia and Apple. TCL 

therefore had to close many of its operations in Europe in 2006. By 2008, however, they 

returned to being top ten of the world’s leading television producers79.  
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4.1.4 International competitors 

Most Chinese consumers acknowledge the quality of Chinese brands in home appliances and are 

therefore unwilling to try the more expensive foreign brands80. As a result, foreign global brands 

have been unable to successfully enter the Chinese market. The global multinational companies 

in the home appliance industry that are present on the Chinese market today, only hold Here are 

the main international brands in home appliances that are Haier’s biggest competitors. 

 

4.1.4.1 Electrolux 

Electrolux is a Swedish company and a result of a merger between Elektromekaniska and Lux in 

1920. They obtained success by inventing a vacuum cleaner on wheels and the success has 

continued in many more inventions such as built-in refrigerators, kitchen aids, and outdoor 

tools81. Electrolux expanded to China in 1998 and had big dreams for the Chinese market.  

Because of failing strategies, however, it is not going well and they today they only hold 0.5 

percent of the Chinese market. They recently closed three of their four factories in China and 

relocated most Asian production to Thailand. They are currently pursuing an attempt to 

reintroduce themselves as a premium brand. The consumer market for home appliances in Asia 

is going to double or triple in the future, and to get their fair share Electrolux is investing more 

on R&D to get innovations to market quicker82. 

 

4.1.4.2 Bosch-Siemens 

Bosch-Siemens was established in 1967 as a joint venture between former competitors Robert 

Bosch GmbH and Siemens AG. They partnered up to be able to co-jointly develop home 

appliances for the European market. Bosch-Siemens understood the benefits of mass production 

early on, and thus took advantage of the European Union that facilitated business and 

distribution across borders of European countries. They expanded to other continents in the 

early 1990s83. They have a workforce of 50,000 employees in 70 offices and 50 countries. Their 

47 production sites are scattered across 13 countries on all continents. Although international, 

most of their operations have remained in Europe, where 70 percent of their workforce is 
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employed84. They entered the Chinese market in 1994, and quickly became the largest non-

Chinese manufacturer of home appliances in China85. Today, they are the only Western home 

appliance brand to achieve a two percent market share in China86.  

 

4.1.4.3 Whirlpool 

Whirlpool is an American company from and established by a man named Lou Upton, Emory 

Upton and their uncle Lowell Bassford in Benton Harbor, Michigan, in 1911. It started with the 

invention of an electric motor-driven washing machine. Production was interrupted because of 

the world wars, but the post-war boom in the 1950s caused them to take the lead on the 

American market. They diversified their product portfolio in the 1960s and 1970s and they 

expanded globally in the 1980s87. Whirlpool entered the Chinese market in 1994. Whirlpool is 

having as much trouble as Electrolux on entering the Chinese market. China only accounts for 3 

percent in Whirlpool’s global sales and consequently they have less than 1% market share. In 

hopes of increasing sales in China they purchased a 51 percent stake in a small Chinese home 

appliance manufacturer; Hefei Sanyo88.  

 

4.1.4.4 LG 

LG Electronics is a Korean company that was established in 1958 under the name of GoldStar to 

produce South Korea’s first radio. It thereon continued to produce South Korea’s first telephone, 

TV, air-conditioner, and dishwasher.  They produced their first color TV in 1977, and the first 

units were sold to the US market. With increased globalization in the early 90s, GoldStar 

experienced tough competition and therefore changed their business identity toward becoming 

a more global player, and as a result they changed name to LG Electronics. During the late 90s 

they expanded to foreign markets and 2001 they launched the world’s first color phone, which 

brought them ahead of the game. LG Electronics has since been known for their creativity and 

talent for innovation. Although their primary area is within TV and cell-phones, they are also 
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successful with home appliances. LG has not officially entered the Chinese market but their 

products to the market through distribution channels89.  

 

4.1.4.5 Panasonics 

Panasonic is a Japanese company originating in Osaka in 1918. They first produced electrical 

plugs and sockets, but soon invented a bicycle lamp that caused the company to head in a 

different direction. They went on to produce innovative electronic products for end consumers, 

and so in 1927 they invented both an electric iron and a foot-warmer. While the rest of Japanese 

companies were struggling, Matsushita (as it was called at the time) expanded into new 

segments by producing more diverse products during the 1930s. The beginning of home 

appliance era in 1956 caused Panasonic’s sales to surge and they opened their first foreign 

branch in United States in 1959. Today, they have global net sales of 7.3 billion Japanese yen. 

Panasonic entered the Chinese market through a joint venture with a Chinese company in 

Beijing in 1987.  In 2000, China was their manufacturing hub and produced 30% of Panasonic’s 

white goods90.  
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4.2 Lenovo 

Lenovo was previously known as Legend. They changed name in 2003 after the government 

announced the “go global” policy. They kept the “Le” from Legend and added “Novo” meaning 

“new” in Latin.  

Legend was founded in 1984 by Liu Chuanzhi and 10 other scientific researchers. All eleven 

were researchers at the Institute of Computing Technology, The Chinese Academy of Sciences 

(CAS). The founders were tired of never having their research be commercialized and started 

Legend in order to make it a reality. Even so, the institute invested RMB 200,000 in the company. 

Legend was also allowed to use research facilities and technology at CAS to carry out research 

and development. CAS was the sole owner of Legend but the founders asked the institute to 

place their bonuses in a savings account, and they used this money to buy a 35 percent share in 

the company in 2001. Instead, they started by becoming a distributor to AST, an American PC 

company and the leading foreign company at the time. Soon, HP and other foreign brands made 

the list of foreign companies whose products Legend distributed to the Chinese market. Legend’s 

revenue from these activities was invested in a joint venture with a company from Hong Kong, 

with which they produced mother boards and add-on cards. By distributing foreign PC brands, 

Legend learned the Chinese sales channels while also getting an understanding for the Chinese 

customer. Even though Legend started as a way to see their research become commercialized, 

they were not granted a license to produce computers until 1991, when the government 

encouraged local firms to acquire foreign technologies and become part of the international 

production network91.  Legends never had many significant Chinese competitors since only a 

selected few were allowed to produce and sell PCs in the early 1990s, and therefore were not 

able to develop and grow. Because of the government protected the local market to enable the 

“national champions” to develop and grow meant that global manufacturers dominated the 

Chinese market by the mid-1990s. This dominance faded once local PC manufacturers were 

allowed to compete. Because Legend had already invested in manufacturing with their joint 

venture in Hong Kong, they were ahead of the game. As oppose to other Chinese producers, they 

chose not to diversify their product line; Legend decided instead to focus on the production of 

personal computers. Once Legend had their license, they started producing products of the latest 

technology for the Chinese market. This was a unique strategy at the time, as most foreign 

brands did not bother with selling their latest models to the Chinese consumers, nor at the right 

price. They also took the lead by developing product specific to the Chinese market. For an 
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example, they pioneered in the innovation of Chinese language solution to PCs92. They quickly 

gained the image of a technology-intense producer. Furthermore, because foreign brands did not 

pay much attention to product differentiation in China, Legend could target different segments 

of the market; from large institutions and businesses to smaller private businesses and the 

individual customer. Furthermore, Legend’s prices were about two thirds of their foreign 

competitors, while their costs were much lower. As a result, they sold nearly as many units as 

their competitors combined throughout the second part of the 1990s.   

Even after they had started building a brand of their own, they still continued as a distributor for 

many foreign PC brands for the Chinese market. Consequently, they got closer to their 

competitors. After China joined the WTO, it got easier for foreign companies to compete on the 

Chinese market and therefore it became a strategic priority as well as enabled them to open 

manufacturing plants in China and thus also reduce their production costs. Domestic 

competitors were soon also on Legend’s tail and making daily progress in technology and 

market share. As a result, companies had to resort to creativity and innovation instead of price. 

Therefore, Legend invested RMB 1.8 billion in new technology in 2000. They also restructured 

their R&D center and divided the 200 scientists between different business units. In this way, 

they could respond quicker to market changes and let research be closer linked to commercial 

needs. To further emphasize their attention to innovation, they also changed their name to 

Lenovo93. Since 1996, Lenovo had been holding a 30 percent market share and were therefore 

considered the largest Chinese producer of computers94. 

When they acquired IBM’s personal computers in 2004, most people in both the West and in 

China were chocked, and convinced that the project was destined to fail. It was like a “snake 

trying to swallow an elephant” because it was a smaller company from a developing country 

with a revenue of US$ 3 billion buying one of America’s  prides, whose revenue was US$ 13 

billion. The reasons why Lenovo purchased IBM in 2004 was because they had already 

accomplished a 30 percent market share in the Chinese market and therefore their ability to 

grow further there was limited. They simply needed to seek new markets. They also realized 

that they lacked brand recognition on the world market, human resources with experience in the 

global spirit of a multinational company, and a presence in the global market. The computer 

market does have a US$ 200 billion market value, but it also has high barriers of entry because of 
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the large number of talented companies and because of consumer behavior towards the ordeal 

of buying a new computer. In 2003, Lenovo recognized two possible paths to take. One was to 

grow by themselves, which would be a very long process. The other was to grow through an 

acquisition. IBM themselves approached Lenovo in 2003 with an offer to buy their PC business. 

Many felt disbelief towards Lenovo’s ability to take on such a large company as IBMs PCD. 

However, after a thorough analysis, they came to the conclusion that IBMs personal computers 

department had been shadowed by IBMs corporate strategy to focus on software and services.  

Furthermore, IBMs costs had been much higher than those of Lenovo. Although their profit 

margins were the same, Lenovo was gaining a profit while IBMs PCD was losing money.  And 

they were also focusing on commercial clients instead of consumer clients, who Lenovo believed 

was a consumer group that had more potential to generate growth. Their PC division was 

constrained by the overall strategy to focus on software and services. Lenovo was recognized in 

China for cost control and operational efficiency in manufacturing, and they made sure that their 

methods and processes would be transferred to IBMs PCD. In the early 2000s, Lenovo started to 

also produce mobile phones and offer IT services. It is now rumored that they are going to buy 

Blackberry as a way to fully enter the mobile phone industry95. Lenovo is ranking second, behind 

HP and before Dell, the world leading manufacturer of PCs96.  They have reached a revenue of 

USD$ 3.3 billion and have three regional headquarters in Morrisville, Beijing and Singapore with 

a sales headquarter in Paris; nine research centers in China and Japan; and eight manufacturing 

centers in China, USA, India and Mexico97.  

 

4.2.1 Management style 

“A small company manages affairs. A large company manages people” – Liu Chenzhu98 

By taking over IBM, Lenovo analyzed the risks and came to the conclusion that they were 

running the risk market shares, employee retention, and business and cultural integration. They 

solved this by keeping the IBM logo for the following five years, and also retained the same sales 

team as IBMs Personal computers to be able to reassure existing customers of Lenovo’s 

capabilities. They also opened a regional headquarter in New York, which was later moved to 
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North Carolina, in order to be closer to IBMs customers, but also to gain an international image 

for the sake of marketing and the sake of company culture. In order to retain employees, they 

made sure that there were clear career paths and many opportunities for promotion. In the 

transition period, they also spent extra care to keep key employees satisfied99. Consequently, 

they did not lose any key personnel during the acquisition and after the acquisition, many 

former IBM employees expressed that they felt more positively and more ambitious about the 

future with Lenovo than when the company was part of IBM. Their previous fixed salaries had 

been changed to fixed salary plus bonus100. The bonus program enables employees at all levels 

to be rewarded bonuses during a performance periods. The bonus is based on the performance 

of the company as a whole, the business unit, and on each employee’s commitment to the 

company101. They also developed a College Graduate Programme together with to develop new 

company leaders102. They also changed their company language to English to make it easier for 

all employees and to fully become a global company. The management is furthermore half 

Chinese, half previous IBM PCD employees. Lenovo prides themselves as being a uniquely 

polycentric business with a highly diverse workforce.  Even the board members and senior 

managers are only to one third Chinese, the rest are foreigners from all over the world103. 

Lenovo has an internally renowned corporate culture that they call ‘The Lenovo Way’. It is 

uniformly known within the company as “We do what we say, we own what we do”. It is means 

that everyday work is coded with 5 Ps; planning before promising, performing before promising, 

prioritizing the company, practicing improvements every day, and pioneering new ideas.  

The system builds on ownership with the ability for efforts to be recognized and rewarded.  

The culture of ownership causes teams to be strengthened and employees to be more committed 

and entrepreneurial. As a result, everyone is respected no matter who they are or where they 

come from. The dedication that comes from that is what contributes to Lenovo’s international 

success104. 
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4.2.2 R&D and innovation 

Because Lenovo started their story as a spin-off of a research institution, their success is an 

effect of efficient use of R&D and innovation. During the 1980s, they were committed to 

producing motherboards and add on clips to strengthen their capability even before they were 

allowed. During their development on the Chinese market in the 1990s, they were committed to 

producing innovative solutions for the Chinese customer. They invested RMB 1.8 billion in new 

technology in 2000 that mark the beginning of new innovative capabilities. They have eight 

Research centers in China, three in Beijing, and one in Japan.  Their international presence 

makes them capable of quickly respond to various market and consumer behavior changes105.  

 

4.2.3 Chinese competitor: Founder Group 

There does not really seem to be any considerable Chinese competitors that can compare to 

Lenovo’s size. Founder Group is the one that can remotely compare in terms of history, business, 

and size.  

Founder Group was established at Beijing University in 1986. The university holds 70 percent 

and the founders hold 30 percent of the shares. One of the group’s founders, Wang Xuan, 

invented a Chinese character laser phototypesetting technology and thence laid the foundation 

of what was to become Founder Group. Because of this revolutionary technology, they now hold 

85 percent market share in the Chinese typesetting market, and are currently also trying to 

establish themselves in computer chip design. There have about 30,000 employees and are 

present in the IT, healthcare and pharmaceutical sectors. During the early 1990s, they 

established a branch in Hong Kong and acquired a few domestic companies. In 2004, they also 

formed a strategic R&D cooperation with Omron, a Japanese company.  In 2008 and 2011 

respectively they formed strategic partnerships with Intel and Hitachi to cooperate in sectors 

such as public system, industrial and distribution systems, financial industries, cloud computing 

and medical diagnostic instruments. Founder Group started exporting their products to UK, 

France, Germany, US, and Canada and also sold their IP to global manufacturers in the late 

1990s106.  
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4.2.4 International competitors 

4.2.4.1 Dell 

Dell was established in Austin Texas in 1984 by Michael Dell, who then quit university at the end 

of his freshman year to work full-time with the company. Dell starts producing personal 

computers the following year. Their first international subsidiary opened in the UK in 1987. In 

1989, they produce their first laptop. In 1990, they open a manufacturing plant in Ireland to 

cover Europe, Middle East and Africa. By 1993, they have reached the Fortune top 500 list and 

are also been ranked as the fifth best computer system manufacturer worldwide. In 1995, they 

expand their global operations in Europe, Asia, and the Americas. Dell also entered the Chinese 

market through Lenovo. In 1998, they opened their first integrated manufacturing, sales and 

support center in Xiamen in China, and at the same time open more manufacturing plants in 

USA, Ireland and Brazil. In 2001, they finally ranked the number one computer system provider 

worldwide. In 2004, Dell ranked as the third largest computer systems and service provider in 

China and their sales revenue to the region increased by 60 percent that year. In 2009, Dell also 

entered the smartphone market together with China Mobile107.  

4.2.4.2 HP 

HP was established by Bill Hewlett and David Packard in 1939. They were both educated 

electrical engineers and the first product was an audio oscillator whose first customer was Walt 

Disney Studios. In 1943, they entered the microwave field. They further invented a high-speed 

frequency counter in 1951 and with that they embarked on an important field for their future 

business. Their initial products entered the Chinese market through Lenovo in the 1980s and are 

still using Lenovo to channel their distribution108. 

4.2.4.3 Asus 

Asus was established in Taipei in 1990 by engineers who had worked at another Taiwanese 

producer, Acer. The name stems from the Greek mythological creature Pegasus, who stood for 

wisdom and knowledge. The company started with a handful of employees to produce 

motherboards but quickly grew to one of leading IT companies in the world with 12 500 

employees and products within personal computers and laptops, computer components, tablets, 

servers and smartphones. Nowadays, one in three computers has a motherboard from ASUS. As 

a result, they invest heavily in R&D and innovation to further improve themselves and develop 
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creative new products. Their laptops have been tested in the most extreme conditions to ensure 

their capacity to perform at all corners of the world. In the beginning of the 1990s, Intel was one 

of the leading producers of motherboards, and Asus managed to establish an informal 

relationship with them by helping them with a design flaw109. In 1999, ASUS received a request 

from SONY to produce all its motherboards. The order increased their production by 250 

percent.  They started producing their own personal computers in 2000. Today, their 

headquarters are in California in the US, but they further have 24 manufacturing plants and sales 

offices around the globe110.  

4.2.4.4 Apple 

Apple was founded in 1976 by Steve Jobs and Steve Wozniak. Their initial product was a device 

that allowed users to make long distance calls for free. They began selling to Europe already in 

1977. Their reputation as an innovative brand took off as early as 1978 when they produced an 

interface card that could be used to connect printers and mini-floppy disc. In 1983, they 

produced the Lisa computer, that allowed a point and click connection between the mouse and 

on-screen graphic visions. Lisa failed to penetrate the market, so Apple placed the same 

innovations in their next computer; the Macintosh that was released the year after. It was 

advertised as the “people’s computer” during a super bowl, that earned Apple their brand 

recognition. In the end of the 1990s, Apple produced affordable personal computers of appealing 

design and colors; the so-called iMac was born and immediately caught the attention and 

interest of the consumers. They later reaffirmed their image as a consumer electronics innovator 

when they introduced the iPod in 2001. Apple entered the mobile phone industry in 2007 when 

they introduced the iPhone and thereby revolutionized the mobile phone industry with the 

smartphone. The iPad tablet entered the market in 2010111. Apple entered the Chinese market in 

1993. The iPhone took two years to enter the Chinese market because of the need to first 

negotiate with China Mobile. But they quickly gained status and market shares. As late as 

December 2013, Apple closed a deal with China Mobile for a partnership that will allow them 

access to China’s 1.2 billion mobile phone subscribers112.  

                                                             

109 ASUS Global Website (n.d.) About Us: Marks in History [WWW] Available from: 
http://www.asus.com/se/About_ASUS/Marks_in_History_ASUS_Notebooks/ (Accessed 2013-12-19) 
110 Greenland, P. R. (2010) ASUSTeK Computer Inc. International Directory of Company Histories. Vol. 107, 
pp. 19-23 
111 Encyclopedia of Global Brands (2013) Vol. 1, 2nd. Detroit: St James Press 
112 E. Lococo and A. Satariano (2013) Apple Reaches China Mobile Deal for IPhone in Biggest Market. 
[WWW] Bloomberg News, December 23rd, Available from: http://www.bloomberg.com/news/2013-12-
22/apple-reaches-deal-to-sell-iphones-through-china-mobile.html (Accessed on 2013-12-22) 



53 
 

5 Analysis 

Certain common nominators can be noticed when looking at the strategies of 

internationalization of Chinese multinational companies. The following page portrays this 

through a timeline of China’s political, economic and commercial development from 1976 to 

2012. The diagram shows how reforms of government policies impacted the growth and 

development of the economy, Chinese companies and the entrance of Western multinationals.  

It is noticeable that there are four Chinese policies that have stimulated growth and 

development for Chinese enterprises. In the 1980s, some state-owned enterprises were turned 

into private enterprises. Chinese companies also gained more control and were encouraged to 

form joint ventures with foreign companies to gain knowledge in technology, improve quality 

and differentiate businesses. In 1991, successful enterprises were asked to grow bigger through 

diversification and acquisition of smaller and less successful Chinese enterprises. This was a 

plan for the state to build large Chinese conglomerates that would stand a chance towards the 

big foreign multinational companies. In the late 1990s, Chinese companies were encouraged to 

go global in preparation of the WTO entrance, and after to create global Chinese brands. At this 

plead did companies in all industries attempt the task to globalize their operations. Some did 

this through the acquisition of foreign companies. Many started with markets that were similar 

to home; in developing countries in Asia. Most Chinese companies failed at this task because 

they lacked the managerial skills to handle global operations or their products and services were 

not transferrable to an international market. The Chinese companies that have succeeded seem 

to be those that started their international operations before the government’s reform, and 

those who realized the true purpose of the policy. In 2001, China entered WTO and trade 

barriers that had previously protected Chinese companies from foreign rivals were 

demolished113. Some Chinese MNEs realized that the only way to survive was to become global 

themselves. The global financial crisis in late 2000s offered opportunities for Chinese 

international expansions and ODI114. Chinese companies have been on a political journey of 

continuous reforms, encouragements, and liberation; but also of brand building and self-

improvement. 
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Figure 3: Comparison between the development of Chinese MNEs, economic development, and political reforms. 
Detailed list in Appendix 1 
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5.1 Have local influences like the government and culture affected Chinese 

multinationals in their aspiration to go global? 

To answer this research question, Porter’s Diamond Model will be combined with Institution-

based view. Of the Porter’s Diamond Model, I am going to use government, factor conditions, 

demand condition and chance. The normative pillar of the institution-based view will complete 

the picture by explaining the role of cultural values in business environments and opportunities. 

5.1.1 Government 

The government has had an impact on Chinese economic development and has been monitoring 

the system closely since before they opened up their doors in 1978. They implemented various 

reforms in the 1980s that would allow big Chinese companies with special potential to grow.  

These policies and reforms were partly purposed at inviting foreign companies into the Chinese 

market via joint ventures and partly to protect Chinese companies from the foreign rivals to 

enable them to grow larger115. Through joint ventures, Chinese companies were able to obtain 

knowledge on technology, talent retention, marketing skills and management. In return, the 

foreign company received a ticket into the Chinese market. Today, the Chinese companies that 

do expand their operations overseas usually do this through the channel of their present or 

previous joint venture partner company. Large Chinese companies that had the capability to 

become national treasures were also able to get beneficial loans and taxes that allowed them to 

grow bigger. In the early 1990s, the government also encouraged successful companies to 

become larger through acquisitions. It was believed that bigger companies were less vulnerable 

and more likely to produce something good and therefore succeed both domestically and 

internationally. In the late 1990s, the government also began implementing reforms to 

encourage Chinese companies to go global. In this process, they provided political and financial 

support to companies that were under the influence of the national champions. They were also 

able to obtain knowledge and resources for management, human resources, research and 

development, and marketing116. As a result, these companies got the opportunity to develop 

competitive advantage and core capabilities. 

When Haier changed from a State Owned Enterprise into a private enterprise in the early 1980s, 

it was in financial trouble but was not credible for bank loans. They had to take loans from 

private entrepreneurs and others in the province just to survive. It was through hard work and 

some gentle souls that they managed to pull themselves up117. However, their success finally 
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triggered the state to offer them the acquisition of eighteen failing companies; that ultimately 

lead to their diversification and wide product range118. Lenovo was initially part of a university 

institution and therefore they received direct funding from the state. Even later on when they 

were more independent and commercially focused, they were still allowed to use university 

technology and research facilities.  However, they managed to develop and grow through 

commercial operations with Hong Kong and the development of their own investments in 

technology and resources that enabled them to create innovative products119. 

5.1.2 Factor conditions 

China has for decades been known as the factory of the world because of their capacity in labor. 

They have an advantage in manpower, but still have a problem in finding talent. Talented 

Chinese personnel capable to work in engineering or research and development are few and far 

between. Of all the Chinese engineers that are graduating every year, only a fraction of those 

have the ability to master creativity in the way that most multinational corporations prefer120. 

The government is investing heavily in research centers and infrastructure to enrich operations 

with knowledge and experience that can power the development and growth of the big Chinese 

companies.  The Chinese companies that have potential are offered to use government facilities 

in R&D. However, only for basic research. Research aimed at product development is the 

responsibility of the company and is either carried out in-house or outsourced121. Both Haier and 

Lenovo, however, realized that they would not be able to find the competitive advantage that 

they needed by following the government’s initiative and relying on domestic capacity. Haier 

built strategic partnerships early on to benefit from teachings in technology and R&D. Lenovo 

also formed a strategic partnership to improve and develop and thus commercialize their 

innovative research. Later on, Haier invested in a subsidiary in USA and R&D centers in Europe 

to be able to develop an innovative edge over their foreign competitors122. Lenovo acquired 

IBMs PC department in 2005 because they realized that it would be too slow a process to try to 

develop an innovative brand with domestic capabilities123. They needed to join forces with a 

company that already had knowledge in technology and R&D. 
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5.1.3 Demand conditions 

One reason why many Chinese companies go abroad is to seek new markets. But an equally 

important factor is to maintain competitive advantage and gain market share at the home 

market. Haier and Lenovo have established success in the home market by investing in 

technology and knowledge abroad. The domestic market still has a lot of potential to grow, and 

these two companies realized early on that the only way to beat the foreign companies at home 

was to become one of them. If Chinese consumers recognize them as high standard leading 

brands along with all the others, they might prefer to buy Chinese. Since these two companies 

grew with the Chinese economy and the Chinese purchase power, the Chinese consumer has 

developed brand recognition and trust in their products124.   

5.1.4 Chance 

Much credit can be given to the Chinese government for the success of Chinese companies. 

However, the ones that have succeeded internationally have done so primarily because they 

have managed to appropriately address the opportunity. Even though the government provides 

benefits in finances, research and taxes, they still do not offer managerial guidance. It is up to 

each and every company to decide what to do with that information and those benefits. There 

are three such instances during the last three decennia. First, there is the beginning of the 1990s 

when successful companies where given the opportunity to acquire smaller and less fortunate 

companies. Those who did not take this opportunity did not grow125. Additionally, only the 

companies that had proved that they had a managerial capability to expand and take on 

additional responsibility were given this opportunity.  In the end of the 1990s, companies were 

given the chance to go global through much assistance from the government. Many attempted 

this but few were successful. Most tried to go global through mergers and acquisitions, others 

went global on their own accord126. Those who succeeded were those who understood the 

purpose of the “go global” policy127. The third chance was the financial and debt crisis between 

2008 and 2011. This crisis allowed many Chinese companies the financial capacity to acquire 

failing European firms that had an established brand name. There has been a flood of Chinese 

ODI to Europe these past years. Many are investing in technology industries. Those who knew 

how to make most of the abilities that the crises provided invested in knowledge, human 
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resources, technology, and research capabilities to build their brand and also establish a name in 

developed countries128. 

5.1.5 Normative pillar 

Confucianism is deeply rooted in Chinese culture and has influenced people’s ability to accept 

and adapt to changes. The individual is often required to step aside for the greater good of the 

group and so also for the employer company or the state. The ability to accept an authority while 

being success- and long distance oriented means that they can generally work ambitiously 

towards a prosperous goal that is in the distant future. Many believe that Confucianism is the 

founding reason of the success of other Asian economies as well: Japan, South Korea, Taiwan, 

Singapore, and Hong Kong129.  

Guanxi is another cultural aspect that has had an impact on China’s success. The relationship 

network facilitates tasks like finding talented workers and building valuable friendships with 

politicians. Many Chinese companies have been able to succeed in China thanks to their Guanxi 

network, and most employees are family members, university peers and their relations. 

Therefore, most employees in any organization are often socially and genetically connected. This 

can both strengthen the spirit in the company but could also jeopardize a critical strategy that 

implies change. It can also provide a challenge when the company wants to expand their 

operations overseas. If operations in China are too dependent on Guanxi, then the risk of failure 

abroad is greater. The Chinese companies that have succeeded best internationally have adapted 

Western management style where qualifications and performance are of priority as opposed to 

personal connections130.  Haier’s pay and bonus system is based on their employees’ abilities to 

perform and contribute to the company. As a result, they employ people who possess the right 

talent or capability to drive the company forward.  A successful Chinese company needs to keep 

in mind as well; that people of other countries do not have the same culture as them. Just like 

many multinational firms have had to adapt to Chinese culture, so does Chinese multinationals 

when going abroad. To be successful in knowledge transfer and in cooperating with overseas 

offices and partners, both sides need to be aware of the cultural differences that may affect their 

communication.   
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5.2 How do Chinese multinational enterprises strategize to compete with 

global MNEs in China? 

Even though global multinationals often hold the advantage in knowledge, capital and 

technology, they are sometimes also in disadvantage when entering emerging markets. This is 

because they do not hold information on marketing and nuances in the culture and the 

unconscious perceptions. In order to answer this research question, I will turn to Dawar and 

Frost; and the cognitive pillar of the institution-based view. 

5.2.1 Dawar and Frost 

There are four paths that a local firm of an emerging market can take when foreign 

multinationals enter their market. In the beginning of the 1980s, almost all Chinese companies 

chose the Dodger strategy. The dodger strategy entails forming a joint venture with the foreign 

firm in order to learn from them while contributing with market knowledge and manpower131. 

Both Haier and Lenovo used this strategy in the 1980s. Haier formed a joint venture with 

Liebherr, who became a mentor in management, and also their door to Europe132. Lenovo 

formed a joint venture with a company in Hong Kong to commercialize their research in 

motherboards and add-on chips. Lenovo also formed licenses with HP and Dell to market their 

products on the Chinese market. These agreements enabled them to gain knowledge of the 

Chinese consumer and sales channels on the Chinese market133. Through these collaborations, 

they were able to grow strong with the guidance of a more experienced company. By the late 

1980s, Haier was implementing the extender strategy because they were beginning their 

international expansion in Asian countries134. During the 1990s, Chinese companies took to the 

defender strategy as they were encouraged by the state to grow big and powerful through 

acquisitions and the accomplishment of diversified product portfolios135. By acquiring local 

assets, big Chinese companies were able to build talent in numerous fields and were therefore 

able to compete with global companies by outsmarting them through their knowledge of the 

domestic market136. In this early development, Haier developed products that were adapted to 

the particular needs of Chinese customers; for instance smaller refrigerators to Shanghai 
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market, and dual-purpose washing machines for rural China137. Lenovo also developed products 

that targeted the Chinese customer. They developed technology to enable the Chinese customer 

to write Chinese characters on their computers. The foreign competitors were not considering 

the Chinese market a priority at this time, and were therefore only marketing certain standard 

products for the Chinese market and none of their products was adapted for the Chinese 

consumer138. At the end of the 1990s, Chinese companies were encouraged to go global.  During 

their expansions, different companies chose different paths. Most Chinese companies chose the 

extender strategy and went global by starting slowly in emerging markets in Asia that were 

similar in culture and economic aspects. Simply put, they transferred their operations to regions 

where it would not be difficult to penetrate the market since the business environment, culture 

and language would be similar to China. Most of Haier and Lenovo’s Chinese competitors chose 

the extender strategy. They chose to first enter markets in Southeast Asia and then enter 

developed markets in USA and Europe through mergers and acquisitions. A few others chose the 

contender strategy, which meant that they internationalized their operations and processes139. 

They had mainly two reasons for choosing this strategy. One reason was to defend their market 

position at home; and another was to accumulate new technology and knowledge abroad to 

thence be able to grow and develop through the development of innovative and creative 

products. Haier and Lenovo had already gone through the extender strategy during the end of 

the 1980s. So when the government encouraged the ‘go global’ policy and joined the WTO, both 

of them chose the contender strategy. The minute the Western MNEs came marching into the 

Chinese market; they went global140. By becoming a global Chinese brand they were able to 

maintain their Chinese customers’ high regard for their product and brand value. Haier With the 

high pressure of the computer market with many rivals whose experience in the field dated to 

the birth of the computer, Lenovo realized their only way up was to become a global brand141. 

Chinese brands that chose this strategy, quickly gained market shares by investing heavily in 

research capacity, knowledge management, business processes and marketing.  
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5.2.2 Culture-cognitive pillar 

The cognitive pillar refers to the internalized assumptions of how the world works that 

unconsciously guide the individual and the firm.  This pillar is used here to portray the attitude 

of global multinational companies as they enter the Chinese market. Many of them have been in 

China since the opening up in 1978; some even before then. To most global enterprises, the rush 

to China has to do with the enormous potential in market growth due to the large population. 

Although their knowledge, business processes and marketing strategies work well in developed 

countries; these companies often struggle to grab the attention of local population in emerging 

markets. All companies that enter China have to adapt to the culture and localize their products 

to local taste142. Those that have succeeded in China entered the market early so that they had 

the chance to grow with the market and its consumers. Most multinational companies that are so 

far unsuccessful in China are mostly either struggling with the restructuring of their operations, 

with differences in culture and the localization of products. Others entered the market too late. 

Haier’s competitors entered the Chinese market in the late 1990s, and were therefore too late143. 

They still only hold a fraction of the market share compared to Haier. Haier and its closest 

competitors had already had the time to obtain the customer’s respect and trust before global 

multinationals entered the market. Not only were they too late, but they relied too much on their 

status as a global brand that they forgot to adapt their products for the Chinese market. They did 

add products that would appeal to the Chinese customer, but their other products remained 

unchanged. Perhaps this was because they considered China to be a low-profile market since the 

customers did not yet have enough purchase power. In the case of Lenovo, the global brands had 

already been present in China for a decade when Lenovo reached 30 percent of market share. 

The reason was the same as for the home appliances industry. The computer industry did not 

consider the Chinese market a priority; and thus they only marketed standardized old products 

and at the wrong prices. This resulted in Lenovo being able to sprint by them with high 

technology standards, at the right prices, and with localized solutions that were targeted for the 

Chinese consumer144.    
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5.3 What capabilities enable Haier and Lenovo to globalize their 

operations? 

To investigate the capabilities of Haier and Lenovo, I will be using the VRIO framework; the 

company’s resources ability to add value, the imitability, the rarity of its resources and 

organizational setup are competitively advantageous145. 

5.3.1 Value creation 

One of the reasons why both Haier and Lenovo have succeeded over Chinese competitors as well 

as global competitors. Labor is cheap for any Chinese company, but Haier and Lenovo have done 

differently is that they have implemented effective management systems and cost optimized 

production. Haier has optimized production so that it consumes less time and resources. Their 

OEC system means that every employee carries out a little task in the production and quality 

control process. Costs for administration and production can therefore be lowered since it takes 

shorter time to produce large volume. Additionally, because of the high quality standard, they 

can charge more for their products and therefore their value creation is relatively higher than 

their competitors146. By developing a vast network of distribution and sales channels, Lenovo 

could reduce costs extensively. Furthermore, Lenovo’s network made them capable of costs 

optimization and they were able to develop a high-volume strategy that enabled economies of 

scale; and set them apart from both foreign and local competitors147.  

5.3.2 Rarity 

Both Haier and Lenovo have succeeded based on the same sort of rarity; communication with 

their customers. By empowering each employee with entrepreneurship and innovation, they can 

listen to every customer and use the feedback in the development of their products. Haier’s 

rarity has become product differentiation by satisfying rare customer needs148. Lenovo’s rarity is 

versatility and variety. Every type of customer can find what they need, and each product line 

offers creative and clever innovations149.  
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5.3.3 Imitability 

Both being in the end-consumer field, it is easy for competitors to see and imitate their ideas. 

Most of their tangible resources are international manufacturing plants and research facilities. 

These are easy to imitate. However, it is difficult to imitate intangible capabilities such as 

management, processes, knowledge and talents. Causal ambiguity suggests that competitors are 

unaware of their strategy of differentiation, or unable to identify it. The organizational setup in 

both these cases are such that managers should know why their units are successful. Both Haier 

and Lenovo owe their success to two strong and entrepreneurial leaders. Haier’s Zhang Ruimin 

and Lenovo’s Liu Chuanzhi managed to gain the trust and respect of their employees by showing 

respect and care. They have managed to create corporate cultures that promote creativity, self-

realization, team spirit and knowledge sharing. By building social complexity within the 

organization, employee satisfaction is high while cross-cultural communication is effective and 

corporate culture provides a positive work atmosphere.   

5.3.4 Organization 

In order to bring about an ambitious environment and innovative mindset, Haier and Lenovo 

have built systems for compensation that reflect the contribution of the employee and team.  

Lenovo has developed management system that makes each employee responsible for their 

work and also able to receive recognition and reward for their contribution150. Haier has too 

developed a management system where each employee is their own business unit and 

responsible for reporting on quality and procedures151. Both companies have portioned large 

percentages of the salaries to bonuses that reflect the team’s efforts and contribution. They have 

also built up strong networks of suppliers, partners and distribution channels in order to cut 

costs and be able to continue to develop the products that the customer wants. 
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5.4 What is Haier and Lenovo doing different to make them succeed with 

their international expansions? 

 

The Uppsala Model will be used here to explain how most Chinese companies are handling their 

respective international expansions. It could be that both Haier and Lenovo also used this 

strategy in their early development, however their recent success seems to be primarily due to 

another strategy. The Market Creation strategies will be used to portray the strategic thinking in 

both Haier and Lenovo that ultimately lead to their competitive dominance on the Chinese 

market and internationally. 

5.4.1 Uppsala Model 

Most companies in China that have taken on the government’s encouragement to go global have 

done so through mergers and acquisitions to try to buy knowledge and technology. It seems that 

they have also taken one step at the time, much like in the Uppsala Model. They acquire one 

company and enter a new product field, when that department is working, they continue on to 

the next. However, these brands have been less successful with incorporating the new firm’s 

processes into their own system152. TCL gained experience in the domestic market by gradually 

upgrading their business and adding new business divisions during the 1980s. In the 1990s, they 

added departments and product ranges one area at the time. When they followed the crowd to 

go global, they chose to first open manufacturing sites in Vietnam and Thailand, then to open 

sales offices in Malaysia and Indonesia; and thence sales offices in Russia and the Middle East. 

Once they had gained experience in these fields, they started acquiring faded European brands 

to enter the developed markets; first Philips and Schneider, then Thomson and finally Alcatel. 

They later also acquired RCA in the United States as a method to gain a foothold on the US 

market. The brand recognition value of these companies helped TCL accomplish a high regard in 

the international market and in the domestic market. The strategy to enter developed market 

through acquisitions backfired, however, because TCL had invested in already faded brands that 

were struggling to keep ahead of the game for years. Instead of investing and incorporating them 

into their brand, TCL had leaned on their faded success instead. After the failure, they 

reenergized and built their own research centers to develop and produce their own products153.  

Midea started was only focusing on heat-exchangers and built their brand name in the 1980s by 

becoming specialized in this field. In the 1990s, they first broadened their knowledge in the field 
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by forming a joint venture with Carrier and later acquiring part of Toshiba. Once they felt that 

they had a strong position in the heat exchange industry, they acquired other Chinese brands to 

soon include other home appliances. By the end of the 1990s, they had a wide variety of white 

goods as well as heat exchangers in their product portfolio. In the end of the 1990s, they also 

started expanding their operations abroad. They have taken this slowly and have only 

established themselves in markets where Carrier is already present. They started with 

developing countries Vietnam, Egypt, Brazil, Argentina and Chile. They later on entered the 

developed markets in North America and Europe through distributors154.  

Founder Group is, much like Lenovo, a company that is founded with help of a university 

institution and thus its research is funded on government money. Today they hold the same 

constitution as Lenovo did in 2001, where 70 percent is owned by the university and 30 percent 

is owned by the founders. They started their path by inventing the Chinese typesetting 

technology and they grew domestically by efficiently marketing this one product, then they 

diversified by forming a R&D partnership with a Japanese company and moving into the 

research and development of one other product; the computer chip. They then diversified their 

operations further by signing licensing agreements with Intel and Hitachi to distribute their 

products to the Chinese market. Since 2000, they have grown internationally by selling the IP of 

this one product to multiple manufacturers around the world and by forming joint venture with 

important institutions in developed countries155. 

5.4.2 Market Creation; Blue Ocean Strategy, and Collaborative innovation 

Both Haier and Lenovo have embraced modern management to create competitive and 

differentiated brands. Haier was fortunate to achieve a joint venture in the 1980s that provided 

them with guidance. Lenovo was in the 1980s able to achieve collaborations with a Hong Kong 

firm, which helped them build product portfolio prior to their entrance to the Chinese market. 

Although their state of origins are slightly different, these two brands have since followed 

similar paths, mindsets and goals. They both grew in the 1990s through diversification and 

product differentiation; and by the new millennium, they had both invested heavily in domestic 

and foreign collaborations for the purpose of product innovation and brand management. Today, 

their modern mindset might just help them become powerful brands on the global market. 
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5.4.2.1 Blue Ocean Strategy 

Haier is an example company that is driven by value innovation. They do not enter red oceans to 

fight head to head with their closest competitors. They avoid confrontations by inventing new 

oceans or simply adjusting their models slightly in order to go around unnoticed156. They grew 

steadily in the Chinese market in the 1980s by making quality their core competence. In the 

1990s, they differentiated themselves by acquiring other companies and embracing these 

unique specialties into their own processes157. In such a way, they were able to transform from a 

specialized refrigerator company to a conglomerate that was involved in many different 

industries: from refrigerators and washers to TV screens and mobile phones. Their specialty has 

from the beginning been to include the customer’s suggestions in new product development. By 

shortening their product development speed, they were able to become highly responsive to the 

consumer and flexible towards changes in the market158. They entered the European market 

through their previous partner company Liebherr in Germany. In Europe, they managed to avoid 

the competition by focusing on differentiated wine refrigerators together with their Italian 

partner159. They entered the US market by targeting hotels with small, energy-efficient 

refrigerators with good storage space. That was an area that many competitors had 

overlooked160. Furthermore, they invested in a US production plant that was to conduct research 

and development as well as produce products. Haier’s whole management system is built up so 

that each employee is attentive and encouraged to note consumer’s comments and pass them 

on161. Haier has since the beginning succeeded by adapting their innovation to customer 

suggestions.  They have developed many innovative products whose target customer has very 

specific needs. For example the dual-purpose washing machine that can wash both clothes and 

vegetables; or the rat-resistant refrigerators for the rural Chinese customer. That is the reason 

why Haier has 15,000 variations of their products162. With a mindset that the customer is always 

right, and they can always improve163. By having entrepreneurship and innovation at the core of 

corporate culture, Haier is encouraging each employee to be creative and thus can employees 

feel inspired and dedicated by contributing to Haier’s product development. But what the Haier 
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employee also does different is listening to the customer. The customer holds information on 

everything from market segmentations, design, usage, to distribution and price164. Haier has 

consequently developed a virtual environment called HOPE – where customers and partners 

share their opinions and experiences and form ideas of improvements and future innovative 

products. This online site is definitely an important link between the customer and Haier and 

subsequently becomes a tool for Haier’s constant improvement165. Lenovo took a strategic 

decision in the early 2000s to not grow organically because that process would be too slow and 

require too many resources. As a result, they acquired IBM who already had the technology and 

brand recognition that Lenovo needed to build a brand outside of China166. It has since grown 

through strategies revolving around value innovation. In the 1990s, they successfully avoided 

the red ocean by developing products that would make them stand out and capture the Chinese 

customer167. Lenovo knew that the Chinese middle class was growing each day and that the 

Chinese consumer was thus gaining purchasing power. By targeting this consumer base, they 

would secure their growth. Evidentially, that is also what happened. When they later acquired 

IBMs PC department, they kept value innovation as a core value. Although the PC division was a 

failing part of IBM, Lenovo managed to use their technology resources efficiently168. Each 

employee and team owns their work, and is encouraged to share customers’ experiences with 

the rest of the company. By being recognized and rewarded for their efforts and contributions, 

employees are dedicated to continuously improve themselves, their teams and their business 

units. When everyone in the company is continuously working towards developing new 

products, then innovation is not difficult. By being attentive to customer response to products, 

they can be flexible and quickly adjust to market changes, or to differing consumer behavior169.  

5.4.2.2 Collaborative Innovation 

Both Haier and Lenovo are quite determined to develop products that the customer requires. 

Therefore, they have both developed effective management systems that encourage 

communication and sharing of information. They both work with the customer as a focal point 

and have developed platforms for the purpose of collaborative innovation with customers as 

well as with strategic partners. Haier is determined to satisfy every customer and see that they 

are in constant need of improvement. Therefore, they have developed a site called eHaier.com, 
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where Chinese customers can communicate and pitch ideas for new products170. They also have 

a platform in Malaysia where Malaysian customers can pitch ideas. Haier has also developed 

another international platform called HOPE, where both customers and strategic partners can 

send in suggestions on new product ideas and innovations171. Lenovo has a forum called Lenovo 

Community, where customers can get support from Lenovo and talk to other Lenovo users; as 

well as pitch ideas for product improvements172. They also have a partner portal, but it seems to 

be more of a network than an innovative co-creative platform173.  At a glance of the different 

platforms of Haier and Lenovo, seems like both these companies are using customers for idea 

selection, voting and design and after sales support. Beyond that point, it appears that strategic 

partners take over to see what products that are realistically possible to create, producing them 

and thence testing174. Some customer groups may be selected for testing, but it is not obvious 

from the websites how customers are selected and involved. Both companies have Facebook 

pages where customers, and fans, are able to get in touch but mostly receive information and 

tips. By comparison, Midea, TCL and Founder group do not have partner platforms, customer co-

creation virtual environments or Facebook pages. It shows that Haier and Lenovo have grasped 

something from their competitors and partners about being a global brand. It means being 

noticed and presented in various types of media, even if it does not bring any apparent revenue. 

It means continuous communication with customers and partners in order to create front-edge 

and innovative products that can rival competitors. It does, however, seem that both Lenovo and 

Haier can improve these platforms. Haier needs to build a platform that international customers 

can access, and Lenovo needs more opportunities for customers to contribute with ideas. 

5.4.2.3 CUBEical segment model 

CUBEical thinking is important especially for a company that is entering a new market. Since 

Haier and Lenovo have such close communication with their customers, it becomes easy for 

them to adjust to segment their customers properly and adapt to their markets. Lenovo has used 

their close communication to develop product segments that attract different types of 

customers. When looking at Lenovo’s website, it becomes apparent that there are different types 

of computers that with different operating systems and in different versions to appeal to various 
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http://new.ehaier.com/?ebi=ref-ix-hd-3-a-2 (Accessed on 2014-01-05) 
171 HOPE, Haier Open Partnership Ecosystem 
172 Lenovo Community (2014) Lenovo Forum, Connect and Support  [WWW] 
http://forums.lenovo.com/?profile.language=en (Accessed 2014-01-03) 
173 Lenovo partner portal (http://partners.lenovo.com/et.cfm) 
174 Carù and Tollin 2008, p. 362-279 
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types of customers175. Being a high-tech company in only one product field, Lenovo is placing 

most of its resources to segmenting consumers into types and roles. There are four different 

customer roles: the child, the high-school student, adults, and professionals. Within each 

segment of roles, there are differences in customer types, depending on lifestyle and purchasing 

power. Finally, they make subtle alterations in software and price depending on the 

geographical region, or scene176. Haier is listening to the customers to the extent that each 

customer niche is one segment with their differentiated product. By using the customer’s 

feedback, they can develop products that solve a problem for people in a certain geographical 

region, and as a result they satisfy customers all over the world by addressing local needs177. On 

Haier’s website, they write out their product groups, but do not mention their specific products. 

That is because the products differ depending on one’s geographical location.178. Haier places 

most of its resources into segmenting customer type and scene.  Scenes are being targeted to the 

extent that Haier addresses specific needs in a certain geographical area, and different sales 

channels for that region. Many products are specialized to adapt to needs related to climate and 

living conditions. In the home appliance industry, customer types can differ greatly across 

cultures and regions. It relates to purchase power, design preferences, lifestyle, religion and age. 

Customer roles are not as important in this field but the need for home appliances change 

depending if we are at home, in the office; or in a public facility like school or a restaurant.  

 

5.5 Sub conclusion 

It is interesting that two Chinese companies in different industries can approach the concept of 

global expansion in such similar manner. While they have different backgrounds, they have both 

developed in the same environment. Both realized that the only way to beat the foreign 

competition at home was to become a global brand, and the only way to become a global brand 

was to initiate close communication with the customer and make it their mission to fulfil their 

needs.  Both identified talent management, reward systems and routine processes as the key to 

success.  

  

                                                             

175 Lenovo Global Website (2013) Home Page [WWW] Available from: http://www.lenovo.com/se/sv/ 
(Accessed from) 
176 S. White and W. Xie, Sequential Learning in a Chinese Spin-off: The Case of Lenovo Group, p. 415 
177 Suitable for Growth (2013) How Haier Listens to the Market, Newsletter #10 October 2013. [WWW] 
Suitable. Available from: http://www.suitable.dk/News/How-Haier-listens-to-the-market/ (Accessed: 
2014-02-05) 
178 Haier Global Website (2013) Home Page: English [WWW] Available from: http://www.haier.com/EN/ 
(Accessed on 2013-11-30) 
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6 Conclusion and Further Perspectives 

6.1 Conclusion 

After going through secondary data in the form of books, articles and website, it has become 

apparent that the hypothesis is only partly true. Yes, the government did stimulate the growth 

and development of large Chinese companies by offering benefits in partnerships, investment 

opportunities and research. Yes, the early presence of foreign multinational companies did 

motivate technological development and goal-oriented differentiation. The Chinese government 

has over the past thirty years implemented reforms of policies to facilitate economic 

development and growth and enable Chinese companies to learn from international firms 

through joint ventures. Some Chinese companies were chosen by the state to grow bigger during 

the 1990s, and encouraged to go global in end of the 1990s.  Chinese overseas investments had 

increased steadily over the first two decades, but once the “go global” policy was issued, and that 

number increased excessively when China joined WTO. The Chinese state has dedicated 

investment towards research centers and provided various technological aids to promising 

companies. Some scholars argue that Confucian ideology has had an impact on the growth of the 

Japanese economy, as well as the Asian tigers: Hong Kong, Taiwan, Singapore, and South Korea; 

and that it is therefore possibly also influencing the Chinese economic boom.  

But a company needs more than protective policies and technologically advanced partners in 

order to grow. They need to know how to use these benefits to their advantage, and they need 

the right talents. Haier did not have any help from the government in their initial and most 

critical years, but their joint venture with German company Liebherr influenced their core 

business. Lenovo did get lots of help from the government in the beginning, but their experience 

with foreign companies was caused by their own initiative to be a distributor and not through a 

joint venture. Much of their current success can be credited to political reforms and beneficial 

partnerships. Although both Haier and Lenovo did grow as an effect of government policy 

reforms, most of the critical events were directly linked to clever management. Most large 

Chinese corporations grew because of the government’s policy reforms and nudge towards joint 

ventures and acquisitions. But those who developed into Chinese brands combined institutional 

and cultural benefits with effective management and strategies. The fact that there are very few 

Chinese multinationals out of the many thousands that have become global brands means that 

global success lies in internal capabilities as much as external opportunities.  
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6.2 Further perspectives 

When I started exploring the possibilities of writing my thesis on this topic, I thought that what I 

would find was that the current successful Chinese multinational were state owned enterprises 

in industrial fields that had succeeded because of governmental funding. I also thought that the 

answers to my questions would be fairly straight forward. I thought that my research would 

show that the SOEs that have expanded their markets to outside of China would have little 

interest in strategy and innovation. Little did I know that I would come across numerous 

successful customer-oriented Chinese brands that had entered the international market over a 

decade ago. A pleasant surprise was also that they were using market creation as a method to 

enter the international markets without being noticed or by avoiding the competition.  

I initially wanted to do a qualitative study where I interviewed managers at my case companies 

to understand the reason for certain strategies. This information would help me to understand 

why they were succeeding. However, because they are still relatively new to the global market, 

none of my companies of interest wanted to answer any questions relating to strategies or 

management. Therefore, I had to turn to secondary sources for my information. Because it was 

such a challenge to find resources, it is apparent that this topic is still fairly unexplored. This 

generated an academic spark of wanting to explore to topic further. If I had had more resources 

and time, it would have been interesting to turn this into a more complex comparative study 

between numerous Chinese multinational firms involving customer brand recognition and 

purchase attitude. The current trend where companies from emerging countries are entering the 

global market is only beginning and they, just like any Western firm, need a guiding map on how 

to enter an already competitive arena.   

The challenge of finding primary and secondary data turned into an advantage, however, 

because it forced me to read between the lines and find creative ways to find the information I 

needed. The findings that both Haier and Lenovo have implemented market creation strategies 

and succeeded in the process in their shows how effective these strategies are. Originating from 

an emerging market does not mean that globalization is impossible. It simply means that 

because they are latecomers, these companies have to be more creative and more aggressive.  

These companies seem to be combining market creation strategies to overcome the competition 

from global multinational companies both domestically and globally. 
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7 Appendix 

 

7.1 Appendix 1: Detailed list of correlated dates and events 

1976 65% of population under poverty line Economic 

1977 Opening up Political 

1978-1982 TVEs: allowed produce to meet agricultural needs 

only 

Political 

1978-1983 SOEs: more power over bonuses and retention of 

profits 

Political 

1981 Midea registered new trademark Midea 

1981 TCL Established TCL 

1982 SOEs: independent managerial control Political 

1982-1986 SOEs: allowed to produce for market need after 

having reached targets 

Political 

1982-1990 TVEs: allowed to market products outside their area Political 

1983 China formed bonds with developed nations that 

could contribute to modernization with FDI, 

international financial institutions and knowledge in 

science, technology, education and trade. 

Political 

1984 Lenovo founded Lenovo 

1984 New start Haier 

1984 Started distributing products for AST, HP and Dell. Lenovo 

1984-1990 Brand-building strategy, relationship with Chinese 

consumer 

Haier 

1985 Partnership with Hong Kong firm TCL 

1985-2000 Middle Class growth Economic 

1986 Exported indirectly through joint venture Haier 

1986 Formed joint venture with Hong Kong company to 

produce motherboards and add-on cards. 

Lenovo 

1986 Established  Founder Group 

1987 Panasonic entered China Economic 

1988 FDI at USD$ 2.2 billion Economic 

1989 Beijing Incident: Caused many foreign investors to 

turn their back to China. Investors from Asia and 

developing countries remained 

Political 

1990 FDI at USD$ 30 billion Economic 

1990 Joint venture with Toshiba Midea 

1990 Branch in Hong Kong Founder Group 

1990 Exported by selling their IP and products to UK, 

France, Germany, US, and Canada 

Founder Group 

1991 Acquisition: Diversification air-conditioners and 

freezers 

Haier 

1991 Received license to produce PCs Lenovo 

1991 The government encouraged successful enterprises 

to grow by acquiring smaller Chinese firms 

Political 

1991-1995 Diversification: Expanded product portfolio to 

include more home appliances 

TCL 

1991-1996 Brand-building strategy: relationship with Chinese 

consumer 

Lenovo 

1992 139,000 Private firms in China Economic 

1992 Exported directly through trade centers and 

distributors' 

Haier 
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1992 FDI at USD$ 10 billion Economic 

1992 Annual ODI averaged USD$2.3 billion Economic 

1993 Acquisition: Diversification rice cookers Midea 

1993 Acquisition: Diversification washing machines, 

microwaves, water heaters 

Haier 

1993 Apple entered the Chinese market Economic 

1994 Whirlpool entered China Economic 

1994 Bosch-Siemens entered China Economic 

1995 EU FDI returned Political 

1996 961,000 Private firms in China Economic 

1996 Bosch-Siemens entered China TCL 

1996 Go Global: The government issued the "go global" 

policy and big firms were encouraged to 

internationalize their operations 

Political 

1997 Acquisition: Diversification black household 

appliances 

Haier 

1997 US FDI returned Political 

2000 Acquisition: Diversification mobile phones TCL 

2000 Internationalization: Opened Subsidiary in South 

Carolina, USA 

Haier 

2000 Invested RMB 1.8 million in new technology Lenovo 

2000 Total trade reached USD$ 475 billion, Rank nr. 7 Economic 

2001 Annual ODI USD$6.9 billion (WTO) Economic 

2001 China entered the WTO, trade barriers fell Political 

2001 Internationalization: Partnership Italian refrigerator 

designer 

Haier 

2002 Acquisition: Schneider Electric TCL 

2003 Partnership: Thompson to produce audio video and 

DVDs 

TCL 

2004 10% of population under poverty line Economic 

2004 Acquisition: Alcatel for mobile phone production TCL 

2004 Acquisition: Diversification vacuum cleaners Midea 

2004 Acquisition: IBM PC department Lenovo 

2004 Joint Venture: Toshiba-Carrier for air conditioners Midea 

2004 Strategic R&D cooperation with Japanese company Founder Group 

2005 Partnership: Toshiba for refrigerators and freezers TCL 

2007 Internationalization: Through Carrier's subsidiaries Midea 

2008 Strategic partnership with Intel  Founder Group 

2008-2010 Financial crisis: chance for ODI in North America and 

Europe 

Economic 

2009 Surpassed Germany as the 2nd largest economy Economic 

2010 ODI to Europe increased by 94% Economic 

2010 Total USD$68.8 billion in 177 countries Economic 

2011 Europe 10% of China's ODI Economic 

2011 Strategic partnership with Hitachi Founder Group 

2012 Europe debt crisis Economic 
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