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Abstract (English) 

This thesis examines the stage Chinese automotive firms have achieved in 

their catching process in general, and in the innovation capability in 

particular, by focusing on the internationalization process they had carried 

out in Europe. Drawing on the theory according to which the 

internationalization journey is a key strategy for improving innovation 

capability, and considering the implications that the choice of an 

internationalization strategy rather the other might have on the knowledge 

transfer and acquisition, we propose a historical-temporal view of the 

development of the activities Chinese OEMs object of study have realized 

in Europe for reaching the objective of catching up. Then, we argue that: 

firstly, in the entry of the European market, Chinese OEMs’ purpose was 

not limited just to acquiring know-how, but also selling played an important 

role; secondly, those companies that engaged in a systematic 

implementation of the strategy chosen, although with different outcomes, 

accomplished significant results in the catching up process; thirdly, Chinese 

OEMs, according to the strategy chosen, they established solutions that 

could overcome the issues related to difficulties in knowledge transfer, 

acquisition and creation; and finally, the definition of latecomer firm and the 

process of catching up do not fit properly to the new born automotive 
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companies that focus themselves solely and exclusively in providing new 

energy propelled and smart driving vehicles. 

 

 

 

Abstract (Italian) 

La presente tesi si pone come obiettivo quello di analizzare lo stadio 

raggiunto dalle aziende automobilistiche cinesi nel loro processo di catching 

up in generale, e nella capacità innovativa in particolare, focalizzando 

l’attenzione sul processo di internazionalizzazione che esse hanno 

compiuto in Europa. In base alla teoria secondo cui l’internazionalizzazione 

è fondamentale per migliorare la capacità innovativa, e prendendo in 

considerazione i risvolti che, nella scelta di una particolare strategia di 

internazionalizzazione piuttosto che un’altra, possano avere sul 

trasferimento e acquisizione di know-how, proponiamo una prospettiva 

storico-temporale sullo sviluppo delle attività svolte dagli OEM cinesi 

oggetto di studio in Europa, per il raggiungimento del loro obiettivo di 

catching up. Affermiamo, quindi, che: in primo luogo, nell’entrare in Europa, 

l’obiettivo degli OEM cinesi non era limitato solamente all’acquisizione di 

conoscenze, bensì anche le vendite avevano una loro importanza; in 
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secondo luogo, quelle aziende che hanno implementato in modo 

sistematico la strategia di internalizzazione scelta, hanno altresì raggiunto 

traguardi ragguardevoli, seppur differenti, nell’ ambito del processo di 

catching up; in terzo luogo, gli OEM cinesi hanno escogitato soluzioni 

differenti per aggirare gli ostacoli, creatisi in base alla strategia scelta, al 

trasferimento, acquisizione e creazione di conoscenza,; e infine, le 

considerazioni riguardanti un’azienda nuova entrante e il processo di 

catching up sembrano non applicarsi in modo ottimale alle aziende fondate 

di recente che si focalizzano esclusivamente sulle nuove autovetture 

ecologiche e improntate allo smart driving. 
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 1 INTRODUCTION 
 
 

The 13th Five-Year Plan for the period 2016-2020 adopted by the People's 

National Assembly of China in March 2016, reinforced the promotion of 

Chinese brands and leadership in the production of new energy vehicles as 

key areas for upgrading the competitiveness of the industry. The automotive 

sector, including auto parts production, has been listed among the country’s 

pillar areas, and is also prioritized in the Made in China 2025 plan.  

The aim is to build international players in the production of auto parts and 

auto brands, connected car technology, electric powered vehicles, driver 

assistance and automatic system driverless vehicles. 

In this scenario, international expansion by the Chinese firms is acquiring 

increasing importance. 

This trend is the result of both market dynamics and industrial policies. After 

years of joint ventures with Western automotive firms in the attempt of 

gaining know-how, Chinese carmakers, although still less competitive 

compared to foreign MNE capital and technology, have begun to try, 

through different routes, to enhance and optimize their positions.  

Against the background of the “Go Global” strategy of the early 2000s, some 

of the biggest automotive OEMs there started to focus their attention on the 

European market right at the outset choosing different modes of entry, and 
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achieved strikingly different results when seeking advanced, proprietary 

technology and when attempting to sell in the Western markets.  

Not surprisingly, the automotive sector was and still is among the main 

targets of Chinese FDIs, with particular reference to Europe (Hanemann 

and Houtari, 2016). In fact, as much as 38% of the total Outward Foreign 

Investment in the automotive sector from 2003 to 2008 were targeted to 

Europe (Amighini, 2012). 

The most common entry strategies have been strategic alliances and cross 

border Merger and Acquisition, but some Chinese players decided to 

choose a third way between those two in order to absorb technology: for 

example, BAIC Group (Beijing Automotive Industry Holding Co., Ltd) 

acquired the intellectual property rights of Saab Automobile from a former 

unit of General Motors (Cassia and Ferrazzi, 2018). 

However, this first attempt to penetrate the European market yielded in 

some cases, with hindsight, either poor results or was a failure as it had 

happened to, for example, Brilliance Automotive and Qoros Auto.  

In fact, according to several authors, China’s internationalization strategy 

has followed generally wrong ways and patterns (Child and Marinova, 

2014), as they did not wait for maturity in their organizational and 

managerial skills. This meant that those firms internationalizing had no initial 
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strategic resources (Matthews, 2006), nor any competitive advantage 

(Latteman et al., 2017).  

Consequently, also in order to obviate this kind of problem, firms also in the 

automotive industry used the two main market entry strategies, in order to 

acquire and augment their strategic assets (Gammeltoft, 2008) to carry out 

their catching up process with respect to the incumbent companies in the 

foreign market (Rui and Yip, 2008). 

Following this line of strategy, it becomes clear why despite initial setbacks, 

Chinese OEMs still have not abandoned the intention to sell in Europe, as 

many of them declared that they will launch new products soon for that 

market, paving the way to what can be defined as the second attempt of the 

Chinese OEMs to sell in Europe. 

What is different this time, is that a new shift is happening in the automotive 

competitive paradigm towards electric vehicle, autonomous driving, and 

shared mobility business model (Teece, 2019). Chinese auto manufacturers 

have been forced to pursue advantage in these new sectors (Petti et al., 

2019), basically because of national necessity and increasing domestic 

market challenges, thereby gaining more advanced technologies that give 

them a possibility to compete against the incumbents in the EU market. 

It should be pointed out, though, that this evolution wouldn’t have been 

possible without considering the fact that, in evaluating the various entry 
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strategies adopted by the various OEMs, many of them aimed to seek and 

augment their strategic asset in R&D, that is to obtain foreign technologies 

and to enhance existing technological capabilities (Gugler and Vanoli, 

2015), rather than persisting in gaining actual market share, once they have 

realized that their products were not well received by European consumers 

around 2010-2015. 

In fact, consistently with the theory according to which asset augmentation 

(rather than asset seeking) strategy’s rationale is to exploit foreign location 

specific advantages not available at home (Narula, 2006), which in this case 

are R&D operations (Matthews, 2006), Chinese OEMs pointed in their entry 

strategies mainly to knowledge intensive countries like Germany, Sweden, 

Belgium and UK (Amighini, 2012). 

Those OEMs who have embarked in this kind of operation have been 

compelled by two reasons. The first one, is due to the fact that foreign 

automotive companies, when forming joint ventures with Chinese 

counterparts to be enabled to sell in China (obligation expired since 2018) 

in a sort “market for technology exchange”, the formers avoided to pass to 

the latter the most advanced technologies (Prud’homme at al., 2018). The 

second reason is that in order to compete globally on the long term, Chinese 

OEMs realized that they have to acquire the so-called dynamic capabilities. 

According to Teece, 2018, definition of capability framework, Chinese 
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carmakers are already good at ordinary capabilities, the ones that are 

needed to carry out the current business, as testified by the ever-reducing 

quality gap between Chinese vehicles and foreign ones. Dynamic 

capabilities instead involve the adaptation of existing ordinary ones to the 

external business environment, like the generation of new products, 

innovation of business model as well as transformation of organizational 

structure (Teece, 2018). The experience Chinese firms acquired in the 

internationalization process have been fruitful in this respect. Also, those 

with an unsuccessful entry strategy in the EU market lacked this kind of 

capability. 

Petti et al., (2019), in evaluating the various stages of the M&A types carried 

out by Chinese automotive firm from the year 2000, have identified the most 

recent stage from 2013-2015 as the “innovation and transformation” stage, 

precisely because of the new focus on new energy and unmanned driving 

technologies. 

This thesis tries to convey a temporal-historical perspective of the 

evolutionary process described before through an analysis of the entry 

strategies referred to five automotive firms case studies and how they 

managed or failed to scale up on the capability acquisition and upgrading 

ladder.  
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A theoretical framework based on the latecomer firm catching up process 

and on the knowledge acquisition and transfer issues of the entry strategies 

chosen will be provided to support the analysis. 

Thus, the choice of the entry strategies will be analyzed through the lenses 

of knowledge transfer and acquisition, neglecting other factors that might 

have impacted the decision of the firm in choosing one strategy rather than 

the other. This decision is supported by the part of the literature stating that 

the internationalization process is mainly motivated by the need to increase 

the firm’s rate of innovation and competitiveness (e.g. Petti et al., 2019; 

Cantwell 2016). 

Consequently, the objective of this thesis is to look into how the Chinese 

automotive firms internationalization strategy in Europe benefited (or 

harmed) them in terms of knowledge acquisition and technological catch up, 

but also, in less degree on the effectiveness of these strategy in developing 

the European market in terms of sales. 

5 case studies will be presented, of which 4 of them regard strategic alliance 

and 1 the merger and acquisition entry strategy. The case studies are: 

Qoros auto, which was present in the European market for just 1 year, and 

it represents a case failure; DR Automobiles, through the point of view of an 

Italian company which proactively imports, adopts and assembles cars from 

JAC Motor and Chery Auto, shows how this kind of relation yielded 
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contrasting results and indirectly reflects the new innovation capability 

upgrade of these Chinese firms; Great Wall Motor, one of the most 

successful and mature Chinese OEM, is a case of a firm which adopted 

strategic alliances that yielded generally positive outcomes; Geely Auto, 

which adopted a M&A strategy gives an idea of a successful strategy for 

knowledge acquisition; and finally Aiways, representing the new OEMs 

competing the New Energy Vehicle (NEV) market so that how a startup 

moves in this regard will be analyzed. 

An analysis and discussion will be subsequently provided, with a general 

and a cross case comparison in order to highlight differences and 

commonalities in the solution adopted to obviate some of the problems 

arising with the strategy they have chosen. 
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2 THEORETICAL FRAMEWORK 
 
 
A vast literature has seen the internationalization of firms as mainly 

motivated by the need to increase the firm’s rate of innovation and 

competitiveness (e.g. Petti et al., 2019; Cantwell 2016). According to 

Matthew 2006, international expansion is a way to leverage strategic assets 

abroad to sustain existing advantages, in pre-emption or in response to 

prevent potential and current competition in a hostile, closed international 

environment. 

According to Cantwell, 2016 as well, the access to external capabilities 

(namely innovating ones) via international networks, coupled with the need 

to adapt and integrate them with their own internal capabilities, as a vital 

part of explaining the innovation and growth of multinational companies. 

In fact, according to the knowledge-based view (KBV), knowledge is a firm’s 

most significant resource, and that heterogeneous knowledge bases are the 

major determinants of a firm’s sustained competitive advantage (Grant, 

1996; Kogut & Zander, 1992, 1993; Nonaka, 1994) 

Indeed, Chinese firms, including automotive ones, are seeking or sought 

exactly this when they decided to internationalize, that is to absorb foreign 

technologies, combining with their competitive advantage, that is low cost 

base of production. The purpose of this absorption is not limited to merely 
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exploit the existing technologies but it is also functional in creating 

conditions for internalizing innovation capabilities (as a following step) and 

to compete with foreign firms, obtaining consequently a higher echelon of 

competitiveness (Liu and Woywode, 2012; Alvstam and Ivarsson, 2014; 

Wang et al., 2013). 

At the beginning of their internationalization process, Chinese automotive 

firms are seen as a classical example of latecomers, especially in the 

European market, and as such they share some of the most common 

disadvantages of latecomers, that are resource disadvantage and 

reputation disadvantage. Through the internationalization, these firms 

started their own process of catching up with respect to the incumbents and 

in some cases achieving leading position in the industry in some specific 

areas. 

Consequently, the prime motivation for international expansion is not limited 

to accessing foreign markets, but in the case of Chinese automotive firms it 

is more important to obtain strategic assets present in Europe whether 

through strategic alliances or merger and acquisitions. 

In other words, this process can be described as: by acquiring and 

internalizing existing assets (from abroad) (Voudouris et al., 2012), or by 

creating completely new technological assets by locating facilities in foreign 
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countries (Narula, 2006), the firm aims to enhance its own innovation 

capability (Cuervo-Cazurra, 2012). 

In the literature, this kind of process has been called respectively asset 

seeking and asset augmentation (which can be carried out through strategic 

asset creation) (Yakob et al., 2018). In particular, in the former case, the 

existing asset is acquired or assimilated that could be a technology already 

developed or a company, whereas in the latter case, the asset is created, 

developed by the entities working together in a strategic alliance or in the 

case of an acquisition, by the acquired and the acquiring company. If the 

two parties decide to form a new entity for achieving the purpose of asset 

augmenting, this is called strategic asset creation. 

 

2.1 The PDSE framework 
 
In order to better understand the catching up process achieved through 

asset seeking and/or asset augmenting of the Chinese automotive firm, it 

should be firstly analyzed a paradigm that can evaluate and assess the 

stage in the catching up that the firms are now in.  

This paradigm is called PDSE (Position-Depth-Scope-Efficiency) framework 

of systemic catch-up, useful for describing how firms with initially low-level 

capabilities can overcome latecomer disadvantages, grow and strive for 

industrial leadership. This paradigm is proposed by Guo and Zheng in 2019. 
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Depending on how the company’s parameters in the framework are, it gives 

rise to three different stages of catch up process, as the table below. 

 

Table 1 The PDSE framework and the process of capability upgrading 

 

  
 

Entry stage Gradual catch up Systemic catch up

Capability  upgrading

Component 

capability: Acquire 

and adapt existing 

technology or 

process for reverse 

engineering 

Integrating capability: 

Absorb and coordinate 

distributed knowledge 

from diverse areas to 

develop leading 

technologies

Systemic capability: 

Continuous upgrade 

the component and 

integrating 

capabilities to 

generate original 

technologies

Position
Low-cost and 

production base

Advanced level of R&D 

and wider sale 

network

World-class 

knowledge network 

and innovation 

ecosystem

Depth

Low: Independence 

of periphery 

technologies; 

Dependence of core 

technologies

Medium: 

Independence of core 

technologies that are 

close to the 

international 

competitor

Medium to High: 

Sourcing core and non 

core technologies to 

lead the industry

Scope
Low: Sales volume 

of mature business

Medium: Product 

competitiveness of 

mature business; 

market share of 

growing business

High: Product 

competitiveness and 

market share of 

mature and growing 

business; market 

entry of emerging 

business

Efficiency Very low Low to Medium Medium to High

THE PROCESS OF CATCHING UP
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The Position of catch-up is related to a firm's specific resource 

endowments, in terms of technology, complementary assets, its customer 

base, and its external relations with suppliers, complementors, and other 

stakeholders (Teece et al., 1997).  

The position of catch-up differs in the early and late stages of catch-up. In 

fact, at the beginning of this process, the firm is in a latecomer position and 

it is in some way crippled by this state. According to the existing literature, 

a latecomer firm usually faces technology backwardness and lacks access 

to important international markets (Gao, 2014; Hobday, 1995), and because 

of that, it has no illusions as to its own capabilities and looks instead to 

external sources of technology and knowledge.  

Additionally, a latecomer firm suffering from a reputation disadvantage has 

difficulty challenging incumbent firms, since the quality of the product it 

provides is often judged by a stereotype associated with the firm's 

geographical origin (Amankwah-Amoah and Debrah, 2017).  

In this context, the cooperation between a latecomer and a company in the 

advanced country is asymmetric. In fact, the high value-added activities are 

carried out by externally located partners from advanced countries (Dantas 

and Bell, 2009) such as research and development, whereas, the low value-

added ones are carried out by the latecomer such as production. That is 

because the latecomer firm also has some initial advantages, such as low 
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labour costs, which can be utilized to leverage a position for production in 

low-end product segments in the industry. The cost difference provides a 

favourable condition for firms to familiarize themselves with the existing 

technologies and gradually accumulate production capabilities through 

learning by doing (Lee and Malerba, 2017).  

As firms exert continuous efforts to improve their in-house R&D, more 

knowledge can be leveraged from collaborations by developing indigenous 

technological capabilities. This means that the position of catch-up can be 

improved and it can be the fundamental condition for moving up in the 

quality ladder of products and technologies. 

The Depth of catch-up is related to the extent of specialization and 

sophistication of a firm's capability within a specific technology or 

competitive field of the market. The depth ranges from low to high, basically 

depending on the level of the capability, which are considered to be divided 

in core and peripheral ones (Prencipe, 1997).  

In a normal situation, firms engaging in the catching up process usually start 

from manufacturing peripheral components in subsystems (Xiao et al., 

2013) when they engage in outsourcing contracts with advanced countries 

firm, especially if the product is complex and the core technologies are 

protected by patents and linked together. 
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These firms need project capabilities and manufacturing capabilities to 

implement the existing foreign systems, and then acquire higher level 

capabilities to perform complex engineering and design tasks (e.g., 

engineering of core systems, technical analysis of advanced technology 

areas and the improvement and design of core systems) (Kiamehr et al., 

2015). Although firms may still fall behind the technology frontier, they show 

greater depth of catch-up through capability deepening over time. 

The Scope of catch-up is, on one hand, related to expanding and 

synthesizing knowledge across a wide variety of technological disciplines. 

On the other hand, it seeks a systemic industrial leadership in terms of 

technology, production, marketing and organizational practices (Lee and 

Malerba, 2017), moving beyond the technology-dominant view of the catch-

up process. The scope also ranges from low to high. 

The decision about the scope of the technology portfolio and market is 

directly related to the level of capabilities possessed by the firm in diverse 

areas that are crucial to the success of catching up (Davies, 2004). For 

example, firms with strong technological capabilities can compete with 

foreign enterprises by actively searching opportunities in new product 

segments created by technological changes (Li et al., 2018). 

In addition, the act of extending and synthetizing brings alongside with it as 

a consequence the fact that even if latecomer firms develop capabilities 
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along with a fixed path by assimilating obsolete technology in the early stage 

(Kim, 1997), they can actually pursue different pathways beyond what the 

present forerunners in the industry are doing by exploring and taking 

themselves one step ahead.  

Broadening the scope of the catch up brings also the decision about non-

technological factors, such as the organizational design, business model 

and production practices. For example, firms with catch-up motivation may 

adopt the organizational form of a business group. The business group 

serves as a promoter of technological catch-up since it encompasses 

various knowledge and efficiency-seeking activities and reduces the cost of 

mobilizing resources across boundaries (Nam, 2015). 

The Efficiency dimension refers to the time spent on capability upgrading 

during the catch-up dynamics. The efficiency ranges from low to high as 

well, meaning less or more time needed to make a significant change of 

capabilities. 

Some of the literature distinguishes between two modes of obtaining new 

capabilities that are internal development and external sourcing. Sourcing 

capability externally often occurs through purchase contracts, alliances, and 

acquisitions (Capron and Mitchell, 2009; Chi, 1994). Indeed, Chinese 

automotive firms have widely used strategic alliances and merger and 

acquisition to achieve this catch up objective.  
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Given the reduced time available for generating new knowledge, it is not 

always efficient for latecomer firms to independently develop the technology 

needed for new products and processes (Xie, 2004).  

Consequently, sourcing external technology that is tested and proven in the 

developed countries can reduce risks and shorten the time span of 

generating new products. 

Moreover, given the time compression diseconomies in catching up, firms 

can rely on cross-border acquisitions to speed up the R&D and the 

development of innovative capabilities (Yakob et al., 2018). 

This is perhaps the most important dimension of the four, since the 

efficiency is the one which can reflect more appropriately the effectiveness 

of the strategy pursued in catching up. In fact, as said above, the choice 

between establishing a strategic alliance or a merger and acquisition, is 

directly evinced from the time needed and the success of the catching up 

process. 

The four components of the PDSE paradigm are linked together, meaning 

that a change in the first indicator is reflected also in the other three. This 

mechanism gives place to three different stage of catching up: the entry 

stage, the gradual catch up stage and the systemic catch up stage. 

In the entry stage, firms started from a limited knowledge base and 

increased their performance by developing the so called “component 
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capability”. Firms may present a rich variety of core component capabilities, 

particularly related to development (i.e., reverse engineering), 

manufacturing and sales.  

In the gradual catch-up stage, firms leveraged existing knowledge and 

external resources to develop new products and extend new markets. In 

this context, the so called “integrating or architectural capability” played an 

important role. 

This capability consisted in coordinating knowledge from diverse 

disciplinary areas as firms increasingly operated in a complex environment.  

In the systemic catch-up stage, firms were able to perform R&D activities in 

a broad number of fields in core and non-core technologies, enabled by their 

“systemic capability”.  

The systemic capability is a competence that allows technological, 

production and other component capabilities and integrating (architectural) 

capabilities to upgrade continuously, which was supported with cutting edge 

R&D facilities and resources. 

The benefits of adopting this framework instead of using others present in 

the literature are threefold: in the first place, it adopts four key variables 

which can give a broader view of the situation of the company, unlike for 

example the one of Ye et al., 2019 where the authors focused themselves 

only on two factors related to market share and number patents. Compared 
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to them, the PDSE framework gives an evaluation about the time needed 

and also the capabilities involved as well as the endowment of resources 

that help in capturing the movement along the catching up ladder. In fact, 

by considering more factors, it is possible to depart from a static view given 

by the limited results which are an outcome of a simple conjuncture between 

factors.  

In the second place, the simplicity of the PDSE framework is a positive 

aspect. Unlike the one proposed by Li. et al., 2019, which also adopts 

innovative activities and market activities as factors along with distinctions 

between domestic/foreign firms and urban/rural markets, this paradigm can 

be easily used across a wide range of different types of firms, without 

compromising the validity of the framework, keeping at the same time the 

analysis focused solely on the catching up process. 

In the third place, the clarity of the framework it is another strong point. 

Indeed, the object of study is very narrow and specific. Some authors 

assume a broader perspective about the strategic aspect of the catching up, 

as in the case of Xiao et al., 2017, where the study of the “incumbent 

latecomers” that are latecomers which have successfully completed the 

catching up process, are made under the lens of corporate strategic choices 

(dependent/imitative/defensive/offensive) alongside with the capability, but 

it does not define the stage of the catch up.  



 19 

The same outside the box view is adopted by Lee and Ki, 2015, which also 

focus on the type of strategies adopted, so that it does not allow for a clear 

interpretation and inference about the stage a latecomer firm is it now.  

In addition, unlike Lacasa et al., 2019, which adopted a wide and articulated 

range of indicators all related to intensity of technology upgrading, breath of 

technology upgrading and global interactions but those are referred at a 

country level. 

Consequently, by combining simplicity, clarity and a fair number of factors 

that encompass all the relevant aspects of the catching up, the PDSE 

seemed to be most suitable framework for understanding and evaluating 

the present stage of the latecomer firms. 

 

 
 
 
2.2 Strategies used in catching up 
 
Two types of entry strategies in foreign advanced countries have been 

identified, which are cross border merger and acquisition (M&A) and 

strategic As said before, the internationalization process is seen mainly as 

a method for latecomer forms for improving their innovation capability. Then, 

two types of entry strategies in foreign advanced countries have been 

identified, which are cross border merger and acquisition (M&A) and 
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strategic alliance. Both of them can achieve the objectives of asset seeking 

and asset augmenting for catching up, even though at a different degree. 

Depending on the strategy chosen, latecomers move from one stage to the 

other on different timing. Given the importance of the entry methods for 

understanding the capability upgrading in the context of catching up, a more 

in-depth analysis of this subject is in order. 

In particular, what is important to analyse about the two types of entry 

strategies in the context of asset seeking and asset augmenting, is their 

respective functionality or usefulness in fulfilling the objective of catching up 

within the PDSE framework. In this case, the role of absorptive capacity and 

knowledge acquisition assume particular relevance for the phenomenon 

under scrutiny.  

The concept of absorptive capacity refers to the ability to recognize the 

value of new external knowledge and to assimilate and use that knowledge 

into commercial ends (Cohen and Levinthal 1990).  

It has been indicated as the main reason for the success of asset 

augmenting and catching up process by various authors in the literature 

(e.g. Li and Kozhikode, 2008; Petti et al., 2019; Ho et al., 2019). 

Absorptive capacity reflects specific learning orientation and practices that 

determine how the knowledge is learnt and the firm’s learning actions (Kim 

1998) that can further reinforce, complement and refocus the firm’s 
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knowledge base (Zahra and George 2002). It depends on prior related 

knowledge (Cohen and Levinthal 1990) which improves the firms’ ability to 

identify and value external knowledge from their foreign partners. As a 

result, a firm that possesses relevant prior knowledge is likely to have a 

better understanding of new technology, and it can therefore generate new 

ideas and develop new products and services (Tsai 2001). 

According to Li and Kozhikode, 2008, depending on the level of their 

absorptive capacity, firms choose whether catching a short term opportunity 

or a long term one, that is to just acquire know-how from the counterpart, or 

to assimilate and move from imitation and adaptation to innovation (Petti et 

al., 2019). In the opinion of Zhang et al. (2011) has indicated that M&A is 

the method most suitable for achieving the latter objective. 

Knowledge acquisition within the organizational learning literature is defined 

as “the direct (learning) experience of the organization and its members” 

(Lyles and Salk 1996). It is reflected upon and can be measured by the 

various types of new knowledge acquired from external sources (Kafouros 

et al. 2018), such as technological, marketing, managerial, new product 

development and manufacturing expertise and techniques.  

For knowledge acquisition to be effective, it requires not only the access to 

new knowledge, but also the capability to integrate them (Inkpen, 2002). 
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A more in-depth analysis of the entry strategies adopted for the European 

market is in order to understand why some companies opted for one rather 

than the other, and the issues related to the transfer and acquisition of 

knowledge those two strategies have will be outlined. 

 

 

2.2.1 Strategic alliance 
 
An entry strategy based on strategic alliance is a new trend gradually 

replacing direct investments through acquisitions, favored by the new 

generation of Chinese mid and high-tech enterprises (Zhang et al., 2012). 

In fact, private Chinese firms generally lack sufficient financial resources 

and governmental support for conducting this kind of operation.  

Strategic alliances are defined as: “intensive cooperative agreements 

between two legally independent entities, aimed at realizing competitive 

advantages for both partners” (De Man et al., 2001). They are also 

described as temporary cooperative agreements in which two or more firms 

share reciprocal inputs to realize improved competitive position for the 

partners involved while maintaining their own corporate identities 

(Heineriks, 2004). The most basic alliances are “contractual agreements” 

such as buyer-supplier relationships, co-production, co-marketing, joint 

distribution and joint R&D and licensing (Contractor and Lorange, 1988). 
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There is also another type of alliance called “equity ialliance” identified by 

Casciaro (2003), which are equity investments through purchase of stocks, 

whether in majority or in minority, and joint ventures. 

There are a number of driving forces that push for the establishment of a 

strategic alliance (Doole et al., 2016). 

The first one regards the fact that one of both of the parties have insufficient 

resources to achieve their objective, as no organization alone has sufficient 

resources to fully realize especially new products.  

Related to this aspect is the pace of innovation and market diffusion require 

a strategic alliance in order to deliver new products to the market quickly 

and extensively, so that the benefits of, for example, being a first mover 

could be exploited more fully. 

In fact, the third motive that could be highlighted in this context is the fact 

that research and development costs, as in the case of the automotive 

industry, are ever mounting, so jointly developing a new technology by 

leveraging on potential synergies could be beneficial to both parties involved 

in the agreement. 

A strategic alliance might be needed also for self-protection, at a group level 

against common competition, at a company level to gain competitive 

advantage in its own home market against the competition. Sometimes, this 
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kind of alliance are promoted by the government of the home and hosting 

countries, especially if the objective of the alliance is complex. 

Finally, strategic alliances with importer, distributors and other companies 

as well can grant easier market access, reducing time and costs especially 

when it is needed to build a selling network that could become burdensome. 

More specifically, strategic alliances have many other benefits.  

First of all, it can enable the access to important complementary assets in a 

relatively fast way (Chan et al, 1996). When an alliance takes place, usually 

it implies a new business formation, which means that it will require the 

interactions, co-actings and collaborative actions of several actors 

(Ciabuschi et al., 2012). Consequently, a strategic alliance effectively 

enables a reshaping of the network of business relationships existing prior 

to the alliance. The result is that both parties’ network expands and 

comprises the other one’s increasing their respective resource constellation 

(Ciabuschi et al., 2012). It should be stressed that network and relationships 

are key factors in assuring competitiveness and innovation within the firm 

(Bathelt and Glückler, 2003). 

Secondly, this kind of alliances allow for a degree of flexibility that reduced 

the commitment to specific assets and R&D cost (Doole et al., 2016). Unlike, 

direct investments, the commitment of resources is usually kept low and 



 25 

specifically for achieving a particular objective, that once completed, the 

alliance could be flexibly put to an end.  

Thirdly, close contacts with other firms facilitate the transfer of tacit 

knowledge (especially regarding organizational learning) and the creation 

of novel knowledge, not possible otherwise (Mowery et al., 1998).  

Lastly, strategic alliances with importers and distributors provide means for 

market access, which Chinese OEMs heavily rely on. In fact, they use this 

strategy in an extensive way, with a number of different European firms, 

which are often their Tier 1 suppliers. It allows them to tap into many 

deficiencies they had, especially at the beginning of their production of cars, 

by leveraging on multiple firms for different problems. This wouldn’t have 

been possible using merger and acquisitions which would have caused a 

massive financial burden and would have required government support in 

some cases. 

Two patterns of the strategic alliance have been identified (Zhang et al., 

2012). The first one, is that Chinese firms signed agreements with those in 

the Western European countries, mainly to establish technological 

alliances. Despite merger and acquisition are often perceived as the most 

straightforward way of obtaining knowledge and capabilities of the target 

firm (Ranft and Lord, 2002), the same results could potentially be obtained 

through strategic alliances with much less commitment.  
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The second one is that Chinese companies collaborated with Eastern 

European countries mostly for forming logistic and marketing alliances that 

can help firms understand the market condition and adapt to European 

standards and requirements. 

 

 

2.2.1.1 Issues of strategic alliance strategy in knowledge transfer and 
acquisition 
 
The biggest shortcut in strategic alliance is that this entry method is 

generally more suitable for asset seeking rather than asset augmenting. 

Indeed, by cooperating with other firms, it is true that they will provide 

support in delivering innovative solutions, but at the same time Chinese 

firms will not be able to handle the core know-how of the solution provided, 

even if jointly, due to problems related to the so called knowledge ambiguity. 

Thus, while the acquisition of capability might be simple, the internalization 

of it is much less straightforward.  

In fact, Ho and Wang (2015) showed that alliances do not perform well when 

a firm’s absorptive capacity cannot overcome challenge associated with 

knowledge protection from its partner.  

Knowledge ambiguity occurs when the knowledge recipients cannot easily 

assess the level of knowledge protection by their partner and they often 
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perceive it as ambiguous knowledge that is difficult to be acquired (Ho et 

al., 2019). It takes the form of an inherent and irreducible uncertainty as to 

precisely what the underlying knowledge components and sources are and 

how they interact (van Wijk et al. 2008) to increase performance. 

It happens because alliance partners face a sort of ‘boundary paradox’ 

because they must protect their knowledge from imitation but at the same 

time keep they have to keep their organizational boundaries open to achieve 

the objectives of the alliance (Quintas et al. 1997). Consequently, in order 

to increase knowledge protectiveness and safeguard against opportunism 

(Nielsen and Nielsen 2009), firms can employ isolating mechanisms and 

withhold critical knowledge (Jean et al. 2014).  

This is exactly the problem highlighted by Prud’homme et al. (2018), when 

it referred to the fact that foreign automotive firms, when establishing joint 

ventures in China with the Chinese counterpart, they avoided to transfer 

sensitive know-how.  

This shortcut cripples heavily the effectiveness of strategic alliances when 

taken for knowledge transfer purposes.  

Two elements drive or influence the degree of knowledge ambiguity, that 

are the institutional distance and the relational capital. 

Institutions refer to “human devised constraints that structure human 

interactions” (North, 1990) and define social frameworks and the rules of 
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the game. They involve “regulatory, normative, and cognitive structures and 

activities that provide stability and meaning to social behaviors” (Scott, 

1995).  

Thus, institutional distance is defined as the dissimilarities of regulatory, 

normative and cognitive institutions between the countries from where 

alliance partners originate (Kostova and Roth, 2002). Therefore, the two 

companies need to allocate more time to decode and interpret information, 

implement compatible work routines and develop common managerial 

approaches (Simonin, 1999a). This kind of distance increases the ex-ante 

unpredictability of the value of new knowledge resources and also the ex-

post problems that result from misunderstanding and complexities in 

acquiring the needed knowledge from the partner for the collaborative 

purposes. 

The relational capital refers to the fact that in acquiring knowledge, this is 

carried out through social and cognitive processes that depend on human 

interaction. When partners establish a trusted relationship, they are more 

likely to treat knowledge transfer and learning as valuable and important to 

each other. Such relationships also enhance the opportunities for alliance 

partners to share their views and collaborative experiences through face-to 

face contacts. This in turn promotes the exchange of detailed information 
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and knowledge between partners as well as the utilization of transferred 

knowledge (Cavusgil et al., 2003).  

Consequently, the lack of trust, limited interaction and reciprocal 

commitment all limits the effectiveness of knowledge transfer and 

acquisition. 

A good degree in absorptive capacity can “water down” the negative effects 

of these two elements, as this capacity posits on the ability of the company 

to identify the relevant factors, conditions and knowledge components that 

make the knowledge given by the partner, relevant. 

For the above described reason, depending on a number of factors 

including the degree of absorptive capacity, strategic alliance might not be 

always successful for implementing the catching process especially by the 

latecomers.  

Looking at the phenomenon of our interest, it should arise surprise the fact 

that after a period when Chinese OEMs relied on strategic alliances for 

developing technologies, some of them started to locate their own R&D 

centers in Europe instead, working with entities that are formally 

independent but that actually are spin-off from the original company. Other 

OEMs will continue to partner, because this is the easiest and quickest way 

for them in attempting to achieve their desired results with mixed outcomes.  
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The following illustration represents the conceptual architecture what has 

been analyzed above. 

 

 

 
Figure 1 Conceptual illustration of the factors affecting knowledge ambiguity and knowledge 
acquisition 
 
 
 
 
 
 
2.2.2 Merger and acquisition 

 
Merger and Acquisitions can be defined as the as the combination of two or 

more companies into one new company or corporation (Roberts, 2016).  

The general rationale for mergers and acquisitions is that a well-managed 

company should take over a weaker rival of competing or complementary 

products in order to achieve higher growth and saving in operating, 

management and marketing costs.  
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In addition, using cross border merger and acquisition, a rapid expansion 

would be possible as, generally speaking, a company can be purchased by 

a more effective one, which will be able to reduce cost; improve 

performance by applying better management skills and techniques; and 

build upon the synergy between the two companies to achieve better 

results. 

As market entry method, merger and acquisitions are used to facilitate 

access to particular markets. 

The benefits of a M&A are also many. 

In the first place it allows for short term profits by quickening the speed of 

market entry, without the need to entering in contact with importers or 

distributors and building a new network, if a readily to be acquired firm is 

available. 

In the second place, as a consequence, it grants access to existing 

customers, supplier contacts and distribution network, leveraging on extant 

business relationships and recognized brands of the acquired firm (Doole et 

al., 2016). 

In third place, M&A allows the creation of synergies, leading to economies 

of scale, raised bargaining power over the upstream and downstream value 

chain and thus saving costs. 
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Lastly, as already said, M&A can be seen as the vehicle for leapfrogging in 

the technological development ladder. 

In the case of China, most of its outward foreign investment (OFDI) has 

been cross border M&A (Ren et al., 2012). M&A has been seen as the 

quickest way to leapfrog the technological development ladder (Alvstam and 

Ivarsson, 2014; Zhang et al., 2011; Petti et al., 2019). It has been also widely 

studied by authors as the main way of internationalization of Chinese firms 

(Amighini 2012; Yakob et al., 2018; Deng 2009).  

M&A are particularly helpful in realizing asset augmenting (and strategic 

asset creation, alias innovation), rather than just asset seeking, with the 

ultimate aim of building competitive advantage within the firm (Orsi et al., 

2016; Buckley et al., 2016). Asset augmentation has been defined in this 

cintext as activities perpetrated in order to generate new knowledge capable 

of improving existing competencies and competitive advantages within the 

acquiring firm. (Buckley et al., 2016). 

In fact, in the case of a merger and acquisition, the problems arising in this 

case regarding the transfer of knowledge are of a different kind from those 

occurring in a strategic alliance, and the question will be analyzed in the 

next paragraph. 
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2.2.2.1 Issues of M&A strategy in the type of knowledge transferred  
 
Indeed, the primary issue here is no more represented by the knowledge 

ambiguity and difficulty in absorbing this knowledge as the factors 

concerning knowledge ambiguity, that are institutional distance and 

relational capital do not represent major hindrances.  

On the one hand, the relational capital is improved due to the fact that the 

two organizations are now part of the same group or holding or entity, so 

the reasons behind the low relational capital cease to be effective. On the 

other hand, institutional distance’s problems are reduced due to the fact that 

the parties are more willing and committed is overcoming the problems 

related to this aspect. In addition, some normative impediments have less 

effect if the entities operate under the same organization. 

Consequently, the main issue with merger and acquisition in terms of 

knowledge sharing, is its knowledge transfer process, rather than 

knowledge acquisition. 

Knowledge transfer is defined as: “the process through which a partner’s 

knowledge is successfully transmitted and beneficially utilized by the 

recipient.” (Ai and Tan, 2017). According to Haspeslagh and Jemison (1991) 

claimed that the value creation linked to M&A lies in the transfer of 

knowledge and capabilities. 
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In fact, as said before, firms may develop knowledge endogenously, but the 

process of knowledge development is a complex and slow one. Seeking 

crucial knowledge externally is both quicker and cheaper. Therefore, 

outward M&A is adopted by latecomer firms seeking knowledge and other 

forms of strategic assets from firms that originated them in developed 

countries so as to strengthen their competitive advantage in the global 

marketplace (Deng, 2009; Rui and Yip, 2008). 

The issue related to the knowledge transfer is that the value of it resides 

mainly on the tacit knowledge that are transferred rather than the explicit 

knowledge, which is, though, often the objective of latecomer firms 

engaging in a M&A (Ai and Tan, 2017).  

Tacit knowledge can bring more sustainable and long term growth, but it is 

also more challenging to transfer. 

Tacit knowledge is embedded in practices, routines, values and norms. It is 

usually intuitive, unarticulated, non-verbalized, and not readily accessible or 

transferable. Conversely, explicit knowledge is articulable, codifiable and 

easily transmitted (Kogut and Zander, 1993). The likelihood of a successful 

knowledge transfer process is positively related to the degree of codifiability 

and transferability of the knowledge that needs to be transferred (Kogut and 

Zander, 1993).  
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The embedded, contextual-specific and personal nature of tacit knowledge 

makes it more difficult to be transferred between organizations (Yan and 

Tan, 2013). Because of this characteristic, the inimitable and immobile 

nature of tacit knowledge makes it the most significant element for a 

company’s long-term sustainable competitive advantage (Ai and Tan, 

2017). 

In addition, Ranft and Lord (2002) argue that greater autonomy granted to 

the acquired firm might inhibit the transfer of the acquired firm’s 

technologies and capabilities inherent in its tacit knowledge. This last aspect 

is particularly interesting, because some firms adopted hybrid solution after 

the acquisition of a company in order to obviate to this kind of problem. 

However, in order to achieve this result, an extensive literature has focused 

their attention on the absorptive capacity once again (e.g. Cohen and 

Levinthal, 1990) as a key factor of success for Chinese OEMs embarking in 

the internationalization process through M&A (Deng, 2010).  

Particularly in this last case, relative absorptive capacity has to be taken into 

account, since the prevailing choice of transferring explicit knowledge over 

tacit one depends on the absorptive capacity. 

Nonetheless, in this context, absorptive capacity is related to other factors. 

If more emphasis is put on explicit knowledge transfer if the acquiring 

company is seeking complementarity knowledge and to gain home market 
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advantage, then the absorptive capacity seems to be stronger and more 

effective. 

Synergistic knowledge complementarities, such as different patents, market 

access, and knowhow can directly complement their existing assets and 

improve the competitiveness of their products in both the global and 

domestic markets. In fact, M&A represents a choice less risky and swifter 

than other green-field entry mode, because the acquiring firm can use the 

existing resources of the acquired one. 

The competitiveness is also reflected in the performance in their domestic 

market, where they possess home institutional advantages in terms of the 

formal institutional environment including governmental support policies 

and existing distribution channels. These institutional forces can help the 

Chinese acquirers make the most of the transferred explicit knowledge and 

transform any synergy achieved into profits.  

Hence, in this case the absorptive capacity is more functional, as the 

acquiring company is specifically motivated in gaining explicit knowledge. 

For the tacit knowledge to be transferred, the absorptive capacity might be 

hampered by two lacking factors, the cultural differences and talent scarcity. 

In the context of M&A, from the point of view of knowledge acquisition and 

transfer, the actual transfer is possible only through intensive interaction 

between the transferring and receiving units (Buckley et al., 2009). This 
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would require a mutual understanding of values, norms, practices and 

routines. Achieving such a mutual understanding would call for a high 

degree of operational integration and for the creation of a combined social 

community (Bresman et al., 1999), which would also imply the need for a 

high level of cultural integration. However, such operational and cultural 

integration could ultimately lead to conflict, loss of autonomy, key employee 

resignations and the disruption of organizational routines (Gomes et al., 

2013). 

The fact that key employees would resign, is linked to the talent scarcity 

factor. Indeed, tacit knowledge is embedded in practices, values and norms 

(Kogut and Zander, 1993), and can only be transferred by interacting with 

staff that possesses similar tacit knowledge. In the case of Chinese firms,  

although there is an increasing level of international human mobility and 

many highly skilled talents move back to China from developed countries 

as returning migrants (Gao et al., 2013), the number of this talent group is 

still insufficient to meet the needs of most Chinese multinationals—

particularly those located outside top tier cities. 

The theory presented above is briefly represented by the following 

conceptual illustration. 
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Figure 2 Conceptual illustration of the factors affecting explicit and tacit knowledge 
 

 

In order to overcome partly the problems arising in the level of absorptive 

capacities of firms engaging in a M&A process, the setting up of a new 

strategic asset with organizational routines, structures, procedures and 
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processes aligned with the intent of both parties, but nevertheless not 

determined by them, might be useful in this sense (Yakob et al., 2018). This 

aspect will be discussed in the following paragraph. 

Also in this case, two patterns have been observed in the M&A in Europe, 

where it has become the biggest recipient of OFDI in the automotive sector 

(Hanemann and Houtari, 2016). 

The first one, regarding acquisitions made in Western Europe, is that the 

target firms are those possessing strong competence and know-how and 

the objective is to enlarge corporate network and enhancement of 

knowledge base. 

The second one refers to mergers happening in Eastern Europe, where the 

acquired firms are mostly manufacturing ones. In this case, the aim seems 

to be to access the European market with less costs, by taking advantage 

of the fact that in Eastern Europe consumers are more likely to buy cheaper 

cars than those in the Western part of Europe. 

 

 

2.3 Mechanism of capability upgrading 
 
Having illustrated the entry strategy through which the transfer of 

knowledge, and consequently the catching up process is carried out, it is 

now important to understand how the firm upgrades its capability over time.  
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Once again, Guo and Zheng have illustrated a matrix based on product 

novelty and market novelty which dictates the drivers for knowledge 

recombination for the subsequent capability upgrading. Said in order words, 

this matrix helps us to understand how asset augmenting and asset seeking 

contributes to improved innovation capability. This matrix is as follows. 

 

 

Figure 3 Matrix of mechanism of capability upgrading 
 

 

Firstly, the market-driven mechanism intended to use segment-related 

expertise developed with, for example, one customer to extend the 

customer base in the same segment. Given the relatively predictable 

environment of a mature business, upgrading capabilities through market-
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driven mechanisms should be an effective way to maintain the catch-up 

position. 

Secondly, the market-driving mechanism suggested capturing market share 

in new markets by leveraging customer-related expertise and the 

reputations of the current offerings. For example, the acquiring firm could 

use the acquired firm brand and other competitive assets, integrating with 

its own strengths and innovation capabilities in order to deliver better value 

to the customers in new markets. 

Thirdly, the technological spill-back mechanism illustrated that firms 

benefited from knowledge spillover, which flowed from emerging 

technologies to the production and innovation in current market. This is 

dictated directly by the need of achieving home competitive advantage in 

the case of the acquiring firm and it is also a major driver for the Chinese 

automotive firms in their internationalization process. In fact, most of their 

products newly launched in the market have important auto components 

sourced from major and specialized suppliers in Europe, like gear systems, 

airbags and powertrain technologies.  

Fourthly, the technological spill-forward reconfiguration meant to benefit 

from developing high-performing hybrid technologies that would improve 

product performance in the future new market. This is the ultimate stage in 

upgrading innovation capabilities and it is also where systemic catch-up has 
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the ultimate value in, because exploiting its own improved and recombined 

capabilities for competing in new markets in a relentless process of putting 

itself as leader in the industry, the firm can reach new source of profits, 

potentially higher than what it can gain from the existing markets. 

But how actually the capability upgrading takes place? In the literature it has 

been defined the concept of new strategic asset creation for solving all these 

issues. 

New strategic asset creation is defined as the carrying out of activities to 

create technological innovativeness, increase R&D capacity and create new 

business value propositions that can benefit both the acquired and the 

acquiring firm (Yakob et al., 2018). It is achieved by putting together the 

various resources from both the acquired and acquiring firms.  

Not only, among the activities concurring in the asset creation, sometimes 

innovation drivers could derive from emulating internal organization of R&D 

activities, organizational structures, working methodologies, procedures, 

processes and routines as well. 

The new strategic asset should be established following location specific 

advantages. Localized and contextualized learning bear the merits of 

exposing employees not only to explicit knowledge, but also to tacit 

knowledge through forms of relationship building, socialization, and 

interaction. As said before, tacit technological know-how is needed for both 
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the interpretation and application of augmented or newly created innovation 

capabilities (i.e., what to do and how to do it) and that this tacit knowledge 

requires close access to regional innovation dynamics where much such 

knowledge is developed.  

Consequently, tacit knowledge becomes the “glue and integrating 

mechanism in learning” (Dhanaraj et al., 2004) based on the fact of “being 

there” at specific locations (Gertler, 2003). 

Regarding the aspect of the need in pursuing location specific advantages, 

strategic alliance and M&A have in common the particular importance of the 

creation of a network of business and the choice of the location. As a matter 

of fact, for example, in the case of cross border M&A, it has been observed 

that improvements in R&D and product line extensions are the most 

significant results obtained (Anand et al., 2005). It means that business 

networks that cross developed and developing regions bring together 

different locational advantages, such as knowledge pools in advanced 

countries and low cost in emerging ones. Therefore, location specific 

advantages, represented also by assets, could become one the firms’ 

competitive advantage by combining and complementing differences 

across the regions (Yakob et al., 2018). The internationalization strategies, 

then, have the role of pursuing this kind of objective, so that location specific 

advantages could turn into company specific advantages. 
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This kind of advantage should be taken one step forward in creating a 

regional competitive advantage. However, this also means that institutional 

policies play a key role in supporting firm’s growth. For example, the creation 

of technological hubs as a form of asset augmenting, which sees the 

collaboration between R&D centers, universities and industries could be 

realized without institutional support. Not only, the role of institutions 

influences also the type of cooperation or acquisition that will take place. At 

least in the case of China, the fact that the automobile industry has been 

listed as one of the pillars of the country’s industry, the fact that policies are 

pushing towards new energies and the fact that at least in the beginning 

state owned enterprises were heavily supported in financial terms during 

their internationalization, encouraged Chinese OEMs in venturing in foreign 

markets, without firstly holding strong competitive advantages. 
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3 THE CASE STUDIES 

In the following sections, it will be presented 5 case studies that are object 

of research. The data presented are mostly secondary ones found from 

publicly available sources, like company website, research papers and 

articles in English, Italian and Chinese Mandarin. By presenting different 

cases involving different type of companies in terms of strategy chosen, age 

and degree of success, comprising even the point of view from an European 

company, it gives a more throughout understanding of the phenomenon of 

latecomers catching up process under analysis.  

 

3.1 Qoros Auto case study 
 
 
This case study represents how a Chinese brand aiming at the premium 

end segment of the EU market have failed to develop this market properly. 

In May 2007 an agreement was signed between Chery Automobile and 

Quantum LLC (a subsidiary of Israel Corp.) on establishing Chery Quantum 

Automotive Co., Ltd. with an investment of 7.36 billion RMB where Chery 

would have a 55% stake in it, Quantum 45%. In 2009, this last announced 

that it had raised its stake to 50%. In 2011, the joint venture was renamed 
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as Qoros Automotive Co., Ltd. and a production plant was established in 

Changshu, Jiangsu capable of producing 150.000 cars per year [1][2].  

The earliest sign of the intention of Qoros of entering in EU market dates 

back in 2013, during the Geneva Motor show with the model Qoros 3 Sedan. 

In the attempt to build an international brand and a premium quality car, 

Qoros hired mostly European engineers and managers to build the new car. 

Amongst them there are the Vice Chairman Volker Steinwascher, former 

chief of Volkswagen Usa; the Executive Director of Vehicle Integration 

Roger Malkusson, who had the same role in SAAB; Klaus Schmidt, who 

was responsible of powertrain and suspension development at BMW; the 

ex-chief engigneer at Jaguar, Peter Matkin,; Stefano Villanti as Head of 

Marketing, Sales and Product Strategy, former Senior Engagement 

manager at McKinsey; and most notably of all the Executive Director of 

Design Gert Volker Hildebrand, the former chief designer of MINI, 

Volkswagen and Mitsubishi Europe3. 

Not only, Qoros established partnerships with external independent 

suppliers such as MagnaSteyr, an Austrian supplier of powertrains and 

chassis, Microsoft, Iconmobile and Neusoft-Alpine for the infotainment 

system, TRW (now ZF TRW Automotive Holdings Corp) for electronic 

 
1 https://www.just-auto.com/analysis/qoros-of-approval_id131817.aspx 
2 http://chinaautoweb.com/auto-companies/qoros-auto/ 
3 https://finance.sina.com.cn/roll/2019-03-08/doc-ihrfqzkc2140714.shtml 
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stability control, GETRAG for gear transmission system, as well as 

Continental and Bosch, Valeo and DENSO.  

Taking as an example GETRAG AG, it received its first order from Qoros 

for 6DCT250 dual clutch transmission in 2012, a component which was 

already developed by the company. GETRAG is one of the largest system 

suppliers for passenger car transmission systems worldwide founded in 

1935 in Germany and it had approximately 13,500 employees in 22 

locations in 2012. GETRAG Group develops transmission solutions both 

manual and automatic and dual clutch transmissions. As of the beginning of 

2013, the transmissions intended for Qoros were manufactured in 

GETRAG’s Nanchang plant. 

Since its market launch in 2010, the trend of the 6DCT250 had been very 

positive. Its development was meant for use in the mid-range and compact 

vehicle segments. At that time, it was installed in the Renault Mégane and 

Scénic as well as the Ford Focus and Fiesta. 

The use of GETRAG transmission involved the collaboration with the Swiss 

HOERBIGER Drive Technology which supplied, and still does, GETRAG 

with the synchronizers, which are manufactured both in Oberstenfeld, 

Germany and in Changzhou, China4. 

 
4 https://www.hoerbiger.com/upload/file/hoerbiger_motion_2012-01_e.pdf 
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The only Qoros’ automotive research center up to now is in Shanghai, unlike 

other OEM which have their own or in partnership R&D centers in Europe. 

In fact, the only center abroad is a design one based in Munich.  

This extensive network of external supplier might be seen as strength factor 

for Qoros, given the high reliability of these partners (Ahmadinia, H. and 

Karim, M., 2016), but actually it might have undermined the ability of the 

company to develop its own innovation capability in the long term that could 

have been a key differentiating aspect in the competition. 

With this international team, Qoros 3 achieved a 5 EuroNCAP star in 2013, 

the highest point ever achieved up to that moment by any Chinese OEM 

along with many other rewards such as the Red Dot Awards for the high 

quality of the design of its Qoros Multimedia Hub, that is its infotainment 

system. 

Qoros’ entry strategy in EU was a cautious one. It relied on AutoBinck 

Companies’ network of dealership in Slovakia for the selling of their cars in 

2015. AutoBinck Group has more than 100 years of history, is active in 8 

European countries with approximately 50 subsidiaries divided in 4 

businesses which are: car distribution and retail, financial leasing, smart 

mobility solutions and Mobinck, as start up looking for mobility solutions for 

employees and employers. The AutoBinck Car Distribution & Retail division 

imports and distributes cars in the Netherlands, Slovakia, Slovenia, Hungary 
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and the Czech Republic. The brands commercialized are BMW, Ford, 

Hyundai, Jaguar, Land Rover, Mazda, MINI, Mitsubishi, Opel, Peugeot, 

Qoros, ŠKODA and Volvo [5][6].  

This kind of indirect exporting signals how management might feel uncertain 

about the success of Qoros in Europe. In fact, they expected to not be 

profitable in the next three to four years. Slovakia was chosen as an entry 

market test, because at that time Slovakia car parc was 324 and the market 

has yet to grow, even if it was dominated by Skoda with almost 20% of 

market share, followed by Volkswagen, Hyundai and KIA (Ahmadinia, H. 

and Karim, M., 2016). In the first year, Qoros sold just 51 cars, whilst the 

total number of cars sold in that year (2015) in Slovakia was 77971 units7. 

Nevertheless, the project of entering in the European market was soon 

abandoned as the new management (coming into power in 2015 led by Phil 

Murtaugh, ex GM CEO) realized that it was the case to refocus on the 

Chinese market in order to “make money”. In fact, from 2011 to the end of 

2015, Qoros had accumulated 7.5 Billion RMB of losses, that is 1 Billion €8. 

In addition, it planned to have more local employees on staff in China rather 

than hiring costly international personnel to market the company’s car 

 
5 https://autobinck.com/autobinck-companies/ 
6 https://autobinck.com/autobinck/history/ 
7 https://www.focus2move.com/slovakia-cars-market-in-2015/ 
8 https://finance.sina.com.cn/roll/2019-03-08/doc-ihrfqzkc2140714.shtml 
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(Murphy C., 2015). Thus, Qoros’ entry strategy failed because of lack of 

management commitment in granting a successful exporting. 

Qoros basically coated itself with the managerial skills, R&D resources and 

technologies of the foreign advanced automobile companies so that its 

brand can gain a stronger position in the high-end segment of the 

automotive industry as well as an international image. Nevertheless, this 

strategy in some sense failed because at the end it was just another ICE 

vehicle maker, with few aspects that could truly differentiate itself from the 

competition. Brand awareness was also low, and in Europe that was 

affected also by a social stigma against Chinese brands (Ahmadinia, H. and 

Karim, M., 2016). 

This wrong strategy crippled the development of the firms in the years 

ahead, with sales in China maintaining at around 10.000-20.000, with a 

peak of 62.000 in 2018 (thanks to orders from Baoneng’s car-sharing 

platform Liandongyun), while the overall market was in order of 10-20 of 

million in size. So much that, in 2018 Baoneng Group, active in the financial 

sector, acquired a 51% share in Qoros (now 63%), taking the control from 

Chery and Israel Corp. (controlled now by Kenon Holdings, part of Israel 

Corporation). Baoneng Group seemed to have realized the importance of 

R&D capability of its own especially on the NEV sector. In 2017, it had 

planned to invest about $4.6 billion in Guangzhou Economic & 
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Technological Development Zone which will become Qoros’s most 

important manufacturing and research base, but still there are no official 

start date9. In addition, Baoneng showed interest also in building a tech 

center of its property but using local engineers in Germany as many other 

OEMs are doing10.  

Apart from planned investments, Qoros has until now an R&D center in 

Shanghai and another one in Munich, which has, however, activities more 

related to designing rather than effectively researching on technological 

solutions. 

So, it is clear that after some twist and turns Qoros aligned itself with 

“common practice” among other Chinese OEMs in developing their own 

capabilities of delivering innovative technologies especially regarding the 

new mobility in recent years, starting from 2018. What’s more, Qoros also 

abandoned the project of producing cars in Europe in 2017, in order to fully 

concentrate on the Chinese market. In addition, it is focusing also its efforts 

in developing new EV cars for the high-end segment of the market. However, 

it has presented in 2019 a prototype in Shanghai but at the moment no EV 

is available with Qoros brand. 

 
9http://autonews.gasgoo.com/70012598.html 
10 https://europe.autonews.com/article/20180529/ANE/180529758/qoros-owner-baoneng-eyes-
tech-center-in-germany 
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In some sense, the brief experience in Europe might have signaled to Qoros 

its insufficient ability in developing its own distinctive innovation capability, 

so that it is reassessing its plans of being an international car maker by 

postponing by several years this target.  

Indeed, Qoros will have a long way to go, since until now, its models on the 

market are still taking the benefits of the partnerships established for the 

first Qoros 3 debuted in the European market. For example, the new Qoros 

3 chassis is still supplied by Magna Steyr, the wheels by Continental AG 

and the gear system is provided by the third generation of transmission 

developed by GETRAG. The same is true for Qoros 5 and 5S11. Another 

interesting aspect is that Qoros’ engines are supplied by Chery12 but the 

newest model yet to be delivered on the market, Qoros 7, most probably is 

equipped with Brilliance Auto’s engine that is co-developed with BMW. 

So, in terms of innovation capability, Qoros is still lagging behind compared 

to other Chinese OEMs. In fact, considering the number of patents it has 

filed from 2010 to 2019, which is 593, it is lower than Aiways’ one, a startup 

born in recent years (Google patents, 2020). 

The most important aspect, though, is Qoros is now doing active 

development in the infotainment system. The one for Qoros 5, for example, 

 
11 https://www.qoros.com/product/qoros_5/ 
12 https://zhuanlan.zhihu.com/p/39038336 
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is now fully built upon AliOS, the operative system based on Android Open 

source created by Alibaba, the Chinese e-commerce giant. Actually, this 

system is provided by Banma Network Technology, the joint venture 

between Alibaba Group and SAIC Motor established in 2015 that provides 

integral ICV (intelligent-connected vehicle) solutions based on Alibaba’s 

AliOS13, that is firstly launched in 2011. 

According to the agreement, both parties will co-develop ICV products and 

services and jointly explore the innovation in new manufacturing realm. 

They will make use of resources from respective clients and services to 

research and develop software and hardware solutions and intelligent 

service solutions that pertain to autonomous driving technologies. Banma’s 

technology is equipped in cars like Skoda, Citroen, MG and Ford in the 

Chinese market14. On Qoros 5 this system provides services like intelligent 

voice control, based on cloud big data; intelligent flexible navigation, with 

real-time update path; remote vehicle control, including remote unlocking 

control. 

The biggest benefit Qoros obtained from entering the European is to have 

implemented the existing European technology in its cars in a long-lasting 

relationship that should, supposedly, exalt the particularity and difference 

 
13 http://autonews.gasgoo.com/m/Detail/70014798.html 
14 https://www.ebanma.com/en/ 
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from other car makers. At the same time, Qoros is trying to adjust to the 

more recent trend of delivering connected cars that can augment the 

customer experience. 
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3.2 DR Automobiles case study 
 
 
This case study represents how a special strategic cooperation with 

Chinese firms aiming at the low-end segment of the market with an Italian 

brand that “covers” the Chinese one (Chery Automobile and JAC Motor) 

proves to be not really successful as well.  

At the outset DR Motor (now DR Automobiles) was part of DR AG, an Italian 

multi brand car dealer founded in 1984 which in 2008, was the largest one 

in Europe (Ciabuschi et al, 2012), and it had the specific purpose to adapt 

and assemble the DR5, based on Chery Tiggo 5. In fact, DR AG took a 

rather proactive approach when it decided to expand its business by 

importing an existing low-price car in Italy in 2004. The choice was indeed 

the Chery Tyggo 5 in 2005. Chery Automobile Co. Ltd (founded in 1997 

which had more than 7% of the market share in China in 2007, 2,1% in 2019) 

did not trust DR AG at the beginning and it gave little interest in cooperating 

with it, even if Chery was interested in the European market (Ciabuschi et 

al., 2012). However, the project eventually did begin and Chery actually had 

access to the Italian market. This particular form of entry strategy definable 

as licensing had the advantage of keeping financial and management 

commitments low, useful when the market segment targeted is not 

sufficiently large for full involvement (Doole et al, 2016). However, Chery do 
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not have the control over the final product and marketing, as DR 

Automobiles adapts the components from Chery, assembles them on its 

own manufacturing plant, and sells it through its own network of dealers and 

partners, and most importantly Chery loses the possibility to build a brand 

reputation.  

In fact, in late 2006 DR Motor signed a contract with Finiper to sell the DR5 

through Finiper retail stores (Ciabuschi et al., 2012). 

Finiper Spa, a retailer founded in 1974, had 26 large hypermarkets in 

suburban areas, over 8000 employees, and turnover exceeding EUR 2 

billion in 2008. Selling the DR5 through Finiper would have provided 

immediate media visibility and let DR Motor quickly reach many potential 

customers. Starting from 2009, DR started to build its own network of 

dealerships. 

Not only, the collaboration between these two companies involved also a 

rather intense interaction, as between 2005 and 2009, DR Motor personnel 

traveled at least once a month to China. Chery engineers' first trip to Italy 

was in 2005 when the DR5 prototype was largely defined. Since then the 

Chery engineers visited DR AG on average every two months to discuss 

product features and production, where there was much effort waiting for 

the DR engineers, but also logistics and marketing issues (Ciabuschi et al., 

2012). 
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Following the successful debut of DR5 in 2008, the cooperation widened to 

comprise six other Chery based model. However, despite the low price, 

sales of DR struggled to really take off, mainly because customers did not 

trust Chinese car’s quality, leading the company to agreement with creditors 

for the period 2013-2016. 

Starting from 2016, DR Automobiles, replicated the same type of licensing 

model with Jac Motors, and it introduced the DR4 from JAC S3. JAC Motor 

is a state-owned carmakers founded in 1964 with more than 138000 sales 

in China in 2019 considering all the brands under its ownership.  

What is interesting is that JAC Motors has a design center founded in 2005, 

based in Pianezza, Turin, Italy that is the only headquarter that deals with 

vehicle design, worldwide, located outside of China, named JAC Italy SRL. 

The center is focused on the design and development of low environmental 

impact vehicles characterized by innovative technological solutions. It takes 

fully advantage of the automotive culture present in the Turin area, both in 

terms of technical knowledge and technological network through a vast 

range of companies ranging from innovative SMEs, research centers and 

universities to large enterprises15. 

 
15 https://www.mesap.it/associati/jac-italy-s-r-l/ 
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DR Automobiles might have come in contact with JAC Motor through this 

center present in Italy, by benefiting on the extended network present in 

Turin area. 

Considering the strategy from the point of view of Chery somehow, it 

sacrificed its own opportunity to build its brand in Europe in exchange for 

what a local partner’s advantages could bring in terms of increased sales, 

through the former’s sales channel16. Actually, this was part of a more 

general strategy by Chery to use a local partner’s advantages to target 

different markets in each continent covering manufacturing, service and 

distribution/retail aspects (Zhang et al, 2012).  

Nevertheless, Chery’s objective of pushing up sales was not achieved given 

the low number of sales carried out by DR Automobiles. Indeed, despite DR 

is an Italian brand, the fact it basically imports Chinese cars, made the 

consumers link DR with Chinese products, so the social stigma against 

Chinese products came and still comes into effect, erasing the positiveness 

that might have come with the brand DR.  

Rather, in the cooperation with the latter, Chery did obtain benefits in terms 

of learning European safety standards, design and finishing along with 

safety features and standards, even regarding minute details. (Ciabuschi et 

 
16 http://auto.ifeng.com/news/medvoice/20090309/8814.shtml 
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al., 2012). For example, in order to comply with the safety standard of the 

European market, DR Automobiles had to require Chery cars to adapt its 

cars by adding the third safety belt on the rear seat, which is not available 

on the Chery’s version for the Chinese market, something that Chery 

struggled to accept. Another example is the modifications that DR 

Automobiles brought to the hood, in order to meet the stricter European 

requirements on safety standards, so that the damage created to the 

passengers would be minimized. In addition, in 2008, Chery bought DR 

Automobiles’ molds for some components and used them to upgrade the 

Tiggo as well. 

It could be said that the cooperation with DR was also part of a bigger 

program of strategic alliances at that time. Not only, this kind of strategy 

may signal a higher commitment from the Italian part in increasing sales, 

benefiting indirectly the Chinese companies, as the market performance is 

linked directly to the survival of the market. Unlike a normal importer or 

distributor that could diversify its business if the sale of the 

imported/distributed Chinese cars in not profitable, so that the importance 

is relative, DR cannot diversify its product portfolio too much, because it 

wants to build its own brand, which in turn depends mostly on the selling 

performance of these cars. 
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Comparing the changes DR made on the first model DR 5, with the newest 

launched in the market, DR F35 (modified from Tiggo 7 Fly), it could be 

deduced that DR Automobiles made this time much less drastic changes. 

Because of lack of primary source information, the comparison between DR 

F35 and Chery Tiggo 7 Fly has to be made by looking at the descriptions of 

technical details on the respective websites, regarding interiors, 

infotainment, powertrain, engine and safety features17.  

On DR 5, the company adopted a diesel engine from Fiat Powertrain 

Technologies with a gearbox used in Fiat Multipla. Then, Bosch supplied 

some electronic parts, whereas Siemens VDO China supplied the 

instrument panel. 

On F35, though, DR made a slight improvements on the engine supplied by 

Chery, increasing the maximum power by 3 KW, maintaining the same 

transmission and gearbox of Chery (supplied by the Japanese transmission 

manufacturer Aisin). In addition, it introduced the LPG version which is an 

adaptation for the Italian market. It also changed the dashboard, which is 

completely different esthetically, but keeping most of its functions present in 

Tiggo 7 Fly. What is surprising is that with so many new safety features like 

the body structure of the car, steering system (ESP), radars and hill hold 

 
17 http://www.cheryinternational.com/model-Tiggo7.html 
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and descent control are all kept the same as Chery. This somehow testifies 

both the fact that Chery has scaled up in the learning curve through 

partnering with suppliers and the fact that DR will only have to make some 

adaptations that can better suit the local customer’s taste and necessities. 

Regarding safety evaluation, in China, Chery Tiggo 7 got a 5-star CNCAP18, 

which might prove that safety standards might have reached an acceptable 

level also for the European market, despite the fact that the parameters 

adopted by CNCAP are less strict than the Euro NCAP. 

DR Automobiles has also expanded its partnership with JAC Motors, in 

2020, by introducing the first “Italian” electric car, the EVO electric, which is 

supposed to be the cheapest in its category. It is actually derived from JAC 

IEV7s and it is interesting to notice how DR did not change basically 

anything from the Chinese model19. The battery, supplied by Samsung, is 

the same of JAC’s, with the same performance in terms of cruise range, 

charging time, top speed and acceleration. Also, other features regarding 

safety and infotainment, like the dashboard, have not been changed. From 

the information obtainable from the websites, it could be said that this time 

DR did not bring any significant changes. This could be due to the fact that 

DR has not sufficient know-how to handle an electric car on its own so that 

 
18 http://www.c-ncap.org/en/crash/7dd27017944c49bf9fbcbdba10fd9932 
19 https://jacen.jac.com.cn/showroom/iev7s.html 
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is will need the collaboration of third parties that could result to be much 

costly. Actually, a few aspects should have been improved on JAC IEV7s, 

as on the CNCAP test carried out in 2018, it just scored 2 stars, given also 

the presence of just two frontal airbags20. 

From a pervasive upgrade and adaptation at the beginning to a stage where 

no modifications are needed, this evolution may testify either that Chinese 

OEMs are improving their own innovation capability in providing 

technological solutions, especially in the EV field, or that they are working 

more successfully with their supplier-partners that can provide parts already 

advanced, or both.  

From the point of view of DR Automobiles, it became extremely reliant on 

the partnership with Chery Automobile or JAC Motors. As a matter of facts, 

despite the decreased sales over the years that have brought the company 

near to bankruptcy, a situation concluded in 2016, it decided to continue 

working with those Chinese OEMs. It introduced a new line of products 

called EVO21, of which EVO electric is part of it, comprising EVO 4, 5 and 6, 

which are the respective LPG versions of JAC S3, Tiggo 3 and Tiggo 5, with 

little or no adaptation about the engine and other key parts. The EVO line 

leverages on the competitive price and on the fact that they are sustainable 

 
20 http://www.c-ncap.org/en/crash/9830e051d3f043648afc7d02545ad71a 
21 https://www.auto-evo.com/modello/evo-electric/ 
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of the environment with less fuel consumption thanks to the LPG versions. 

This choice of continuing collaborating with Chery and JAC might be due to 

the fact that DR Automobile judges the Chinese cars of acceptable quality 

and performance for penetrating the low-end segment of the Italian 

automotive market. Another reason might have been to maintain the 

financial commitment low, since DR just exited from the company crisis, so 

the management might have thought of investing in cars which need not 

much adaptation and consequently less costs for modifying, and to 

concentrate their efforts on marketing an promoting sales instead. The 

increasing sales number in the recent years may have proven DR right in 

this respect, since it could concentrate its effort mostly on marketing.  

 

Figure 4  DR Automobiles sales in Europe (2007-2019)   
Data from carsalesbase.com 
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3.3 Great Wall Motor case study 
 
 
Great Wall Motor (GWM) Company Limited was founded in 1984. It is one 

the biggest SUVs manufacturer in China with multiple brands under its 

control: Great Wall Pickup, ORA, Haval and Wey. The combined sale of the 

company in China amounted to near 900.000 units in 2019, making it the 

5th OEM with most sales22. GWM has also been perhaps the most serious 

Chinese automotive company attempting to hold a presence in the 

European market. The first appearance of GWM in Europe could be traced 

back to 2006, when the first Hover CUV (now called Haval) made its debut 

in the Italian market. In fact, up to now it is one of the few Chinese carmakers 

that has a manufacturing plant in Europe and a dealer network of its property 

(Russia), while elsewhere it relies on importer and distributors and an 

independent dealer network that encompasses countries like Albania, Italy, 

Uk, Bulgaria.  

The commitment of the company can be seen through the setting of a 

production plant in Bahovitsa, Bulgaria in 2012, jointly with Litex Motors 

owned by Litex Commerce JSC, a trader mostly of oil and sugar, and 

another one in Kremenchuk, Ukraine, in collaboration with Krasz since 2011.  

 
22 https://carsalesbase.com/china-great-wall/ 
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The plant in Bulgaria was meant to assemble 50,000 units of Great Wall's 

Hover SUV, Steed pick-up and Voleex city car models and to be exported 

to the rest of Europe23. In fact, the Great Wall cars coming in Italy at that 

time came from this plant. 

However, those production plants were short lived because they were not 

supported by a sufficient amount of sales. Taking as an example the one in 

Bulgaria, it was established supposedly with investments coming above all 

from the Bulgarian counterpart, even if the exact figure has not been 

publicized. In 2016, the plant ceased its operation and it was relieved by 

VOSS Automotive, a German company specialized in cooling systems for € 

15 million 24 . In 2018 Litex Motor declared bankruptcy due to heavy 

indebtedness and following the bankruptcy of its creditor, Corporate 

Commercial Bank as well. However, the partnership with Great Wall 

continued as the owner of Litex Motors, Grisha Ganchev, stopped the 

assembling operations but still continues to import the cars of GWM in 

Bulgaria by the establishment of a new company linked to Litex Commerce 

JSC25.  

 
23 https://europe.autonews.com/article/20120221/ANE/302219883/china-s-great-wall-opens-first-
eu-car-plant 
24 https://emerging-europe.com/business/voss-automotive-to-invest-15-million-euros-in-bulgarian-
factory/ 
25 https://linx.crji.org/2020/05/15/the-chinese-cars-crashed-into-the-bulgarian-great-wall/ 
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GWM’s production plant in Ukraine also did not develop well, so the ultimate 

outcome was that GWM relied and still relies entirely on exporting.  

Nevertheless, GWM is basically doing poorly in terms of sales, as in 2019 it 

sold just 200 passenger cars of both Great Wall and Haval brands combined.  

Once again, also a higher commitment in developing the markets did not 

bring the desired results. 

Still, GWM has no intention to abandon the European market as it still 

maintains the collaboration with its distributor partners. For example, in Italy, 

it introduced the brand Haval in July 2019 thanks to the Italian importer 

Eurasia Motor Company S.R.L and through an independent dealer 

network26. 

In addition, GWM also partnered with Landi Renzo S.p.A for the provision 

of LPG system on its cars, an adaptation made specifically for the Italian 

market. The result is the launch on the Italian market of Haval H2, a model 

which sold more than 200000 units in 2017 and less than 40000 in 2019 in 

China. 

Furthermore, in 2018, GWM inaugurated a production plant in Tula region, 

Russia for the Haval brand and for the Russian market with an estimated 

production capacity of 150000 cars per year with an investment of over 500 

 
26 https://www.casertafocus.net/home/index.php?Itemid=134&catid=12&id=27815:great-wall-
debutta-ufficialmente-in-italia-il-brand-automobilistico-haval-il-primo-modello-ad-essere-
disponibile-e-il-suv-h2-guarda-le-foto&option=com_content&view=article 
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million $. It is a complete vehicle plant but since the demand in the Russian 

market is expected to rise to 20000 units in 2020, it is clear that this setting 

up gives the possibility to export the excessive capacity to Europe27. 

From this aspect, it could be seen that although GWM failed in its initial 

attempt to sell in the European market, it has not lost the intention to come 

back. 

As in the case with other major OEMs also GWM relied on collaboration with 

some of the most advanced European automotive suppliers, some of which 

are shared with Qoros Auto. 

It is interesting to notice that some of the collaborations started more or less 

at the same time of GWM’s market entry in Europe. 

In 2006, GWM and Bosch Gmth started the collaboration from the provision 

of parts for diesel engines; in 2008, the alliance with TRW, now called ZF 

TRW Automotive Holdings Corp., part of ZF Friedrichshafen AG, brought 

many safety features like auto braking system and airbag control; in 2011 

GWM and UK based Ricardo signed an agreement for the development of 

powertrains; in the same year, it signed a collaboration with Valeo, a French 

company for thermic system, and Autoliv Inc., a Swedish company, 

specialized in the supplying of safety systems like airbags and safety belts. 

 
27 https://www.gwm-global.com/news_detail-3068.html 
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Other strategic alliances include the German firms Continental AG, HELLA 

GmbH & Co. KGaA for illumination system and GETRAG for transmission 

systems28. 

This extensive network of partners has allowed Great Wall Motors to be one 

be most successful companies in China. 

Not only, this strategic alliances have also helped GWM in its globalization 

strategy elsewhere. For example, in 2019, GWM and Autoliv Inc. have 

signed a joint research statement which states that the two companies will 

establish a joint venture named North American Safety Evaluation Joint 

Research Laboratory. The Lab will combine the global technical and testing 

resources of both parties and focus on the North American market, aligning 

GWM to the regulations from American road safety authorities, supporting 

the globalization process of GWM29. 

However, GWM has also started meanwhile to acknowledge the importance 

of handling some core technology, that is the importance to conduct 

independent researches on innovative technologies. The successful 

development of its own engine and transmission system for Haval, for 

example, testifies the capability of GWM in becoming less dependent on 

third party auto parts, and to develop technologies more suitable for its own 

 
28 https://www.haval.it/nuova-haval-h2-il-suv-gpl/ 
29 https://www.marketscreener.com/AUTOLIV-INC-11628/news/Autoliv-Signs-Joint-Research-
Declaration-with-Great-Wall-Motor-29164719/ 
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necessity. The successful launch of the new engine and transmission 

system for many models of Haval, is an example of this improved capability. 

In fact, the 1.5GDIT engine won the title of China Best Ten Engine 2017. 

The 1.5GDIT engine owns 92 patents and has complete intellectual property 

rights; the 7DCT (developed by GWM spin-off HYCET) transmission has 

been awarded the World Best Ten Transmission. It is the first dual-clutch 

transmission independently developed by Chinese brands in a true sense30. 

Following the most recent development in the automotive market in China, 

GWM focused also its attention in developing core technologies related to 

electric vehicles, as many other OEMs are doing. This kind of development 

is interesting since the centers it set up were once research departments of 

the company, but now they are independent and autonomous ones working 

for delivering new technologies to GWM. 

For example, HYCET is one of the spin-off of GWM. Previously it was the 

GWM’s department focused on R&D on the engine, transmission, electric 

drive and electric power steering systems, but then in 2018 GWM allowed 

its department to take a completely new legal entity but maintaining close 

ties with GWM, that is all the development outcomes will be provided 

 
30 https://www.haval-global.com/innovation/technology/ 
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exclusively (initially) to GWM. It is really similar to the spin-off of DR AG, DR 

Motor, in terms of legal entity.  

HYCET is led by chief engineer Gerhard Henning, known as the father of 

automatic transmission in the industry, also the top transmission expert and 

technology development promoter in the world. It is reported that Mr. 

Gerhard Henning has successively served as the head of the R&D 

Department of Automatic Transmission at Mercedes-Benz and Volkswagen 

and has more than 20 years of experience in related fields. Volkswagen’s 

world first 6AT and Benz 7DCT, 7AT, 9AT, 4MATIC are created under the 

leadership of Henning. 

HYCET now has a R&D team of more than 1,000 people, including more 

than 50 foreign experts and more than 40 top experts in China, who are 

engaged in product design, software development, vehicle calibration, 

motor simulation analysis and other key fields. It has established four R&D 

centers in Austria, India, Shanghai and Baoding, and provided strong 

support for the global automobile industry by cooperating with innovation 

force in China in multiple segments31. 

 
31 https://www.gwm-global.com/news_detail-3569.html 
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It develops mainly transmissions, and specifically it is concentrating its 

efforts in developing transmission for electric vehicles, electric steering 

system for autonomous driving, gasoline engines and electric drive systems. 

Another spin-off from GWM is FTXT Energy Technology Co., Ltd., 

established in 2019 from the department of research on hydrogen fuels. 

FTXT has deployed four R&D centers in Shanghai, Baoding, Japan, and 

Germany. Its main products include fuel cell engines, stacks, 

35MPa/70MPa on-board hydrogen systems, on tank valves and pressure 

regulators32. 

An additional spin-off, which do not have any R&D centers in Europe but is 

anyway enormously important is SVOLT Energy Technology, independent 

starting from 2018 and formerly the battery business unit of GWM33. It is 

headquartered in Wuxi, China, and its main business is to innovate in the 

lithium battery field for electric vehicles. 

These spin-offs are signs of GWM internalizing innovation capabilities and 

they are functional in its following competitive strategy. The company 

wanted to exploit local foreign engineers which have more experience and 

more advanced know-how than Chinese ones. In so doing, despite the 

separate legal entity of these spin-offs, GWM can still hold the property 

 
32 https://bit.ly/3kiBdWb 
33 https://www.svolt.cn/about/introduce 
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rights of the new technology. Indeed, the various R&D centers scattered 

around in the world are coordinated from the R&D headquarter in Baoding, 

China. 

As a sign that GWM has actually improved its innovation capability 

especially in the new energy sector, in 2018 it established a 50:50 R&D joint 

venture Spotlight Automotive Limited with BMW in Zhangjiagang, China 

which is going to develop and produce purely electric vehicle of GWM and 

MINI. In this new joint venture, worth more than 5 Billion RMB in investments, 

GWM and BMW will put together their R&D capability in China, so that this 

time the Chinese counterpart task would not be limited just to producing 

cars, highlighting the improved competence in this field by GWM34. 

It should not arise surprise the fact that GWM seems to invest heavily in the 

technologies of the future. In fact, it followed suit other Chinese and global 

OEMs in introducing NEVs in the Chinese market firstly. The brands ORA 

and Wey are launched with this specific purpose.  

Ora is meant to target the small electric vehicles for the inner cities. The 

brand was born in 2018 and it offers up to this moment two model, a 

compact crossover iQ and a mini-city car R135. This last would be launched 

 
34 https://www.automotiveworld.com/news-releases/gwm-and-bmw-group-worked-together-to-
push-the-construction-of-the-spotlight-automotive-factory/ 
35 https://www.chinaknowledge.com/News/DetailNews/82940/Great-Wall-Motor-launches-new-
Ora-brand-to-enter-European-markets 
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also in the European market at a very competitive price. Ora has reached 

in more than 38800 units in selling in its domestic market. 

WEY is aimed at being the world's leading luxury SUV brand which is born 

by combining the research activities present in EU, North America and Asia, 

through globally coordinated development in terms of products, 

technologies and talents. It is created by a global team of over 1,600 

designers and researchers from GWM with five-year efforts, attempting to 

deliver a premium luxury SUV. The brand was first introduced in 2017 in 

China with hybrid electric models. It has reached 100000 units in selling in 

2019, with its models both equipped with normal engines similar to Haval’s 

ones and with PHEV variant, is planned to enter the European market in 

2021 with its new totally electric and smart Wey-s, presented International 

Motor Show Germany 2019 in Frankfurt, but not yet launched36. 

Consequently, despite having experienced setbacks, GWM has not 

abandoned the intention to sell in the European market with technologies 

that can rival those of the incumbents. Nevertheless, GWM has also learnt 

from its mistakes and it is acting more cautiously. In fact, according to the 

CEO Wei Jianjun, GWM will build a production plant int Europe as soon as 

 
36 https://www.chinadaily.com.cn/a/201909/12/WS5d794629a310cf3e3556b15e.html 
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the sales will reach 50000 units37. There is still a long way to go, since until 

now, GWM’s combined sales in EU are pretty dismal and still falling. 

 

 

Figure 5 Great Wall Motor sales in Europe (2011-2019)  
Data adapted from carsalesbase.com 
 
 
 
Finally, it should be also pointed out that the innovation capability of Great 

Wall Motor is also evinced from the sustained rate of patents application 

filed, which, according to Google patents, from 2000 to 2009, GWM filed 

just 66 patents, whereas from 2010 to 2019 it filed 15,476 patents.

 
37 https://www.reuters.com/article/us-autoshow-frankfurt-great-wall-motor/great-wall-may-
consider-building-cars-in-europe-once-sales-hit-50000-a-year-chairman-idUSKCN1VW0Q8  
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3.4 Geely Auto case study  

 
Geely Auto Group was founded in 2017 as a subsidiary of the holding 

Zhejiang Geely Holding Group which was founded in 2003 (previously it was 

simply named Geely Group, founded in 1996 and it produced parts for 

motorcycles)38. The group entered in the automotive industry in 1997 with a 

low-price strategy which has earned the favour among the consumers. In 

2019, it has been the biggest car seller in China with over 1500000 units 

sold, considering all the brands of the group, excluding Volvo which will add 

up to over 1600000. Zhejiang Geely Holding Group has 5 subsidiaries under 

its control: Geely Auto Group, which controls Geely Auto, Lynk&Co, Lotus 

and Proton; Volvo Car Group which is composed by Volvo Cars and 

Polestar; Geely New Energy Commercial Vehicle Group, that controls 

Farizon Auto in China and London Electric Vehicle Company; Geely 

Technology Group that is composed by the car hailing business CaoCao 

Chuxing, Terrafugia in USA, Joma in Spain in the sportswear business and 

Qianjiang Motor, producer of motorcycles, owner of Benelli; and finally 

Mitime Group which comprises Mitime Education, Mitime Sports and Mitime 

Travel39. 

 
38 http://chinaautoweb.com/auto-companies/geely/ 
39 http://zgh.com/locations/?lang=en 
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Geely Auto’ s entrance in Europe could be traced back to 2006, with the 

acquisition of London Taxi. Geely Auto, as many other OEMs at that time, 

focused its attention in Eastern Europe for selling purposes. In 2007, Geely 

shipped assembly lines to Ukraine, to Kremenchuk Car Assembly Plant 

(KrASZ) owned by Ukrainian automotive holding AIS Group, for the 

production of Geely and later Emgrand brands. However, this production 

plant stopped its production in 2014, following a sharp decrease in demand 

following the political instability caused by the so-called Ukrainian 

Revolution. Since then, the corporation imported finished cars of Geely40.  

In 2011, it founded a joint venture named BelGlee in Belarus together with 

the Belarus car manufacturer BelAz, which is also the largest shareholder, 

CITIC and Soyuz (as minor shareholders). The production plant was 

opened only in 2017 and it is expected to reach a capacity of around 120000 

units per year and it will export most of its production in Russia, where it had 

previously a production plant that it shut down, Ukraine and Kazakhstan. It 

will receive the spare parts from suppliers in Europe directly and the 

Emgrand brand will be the first to be rolled out from that factory, followed by 

Geely41. In 2019, the output was more than 20000 units, with selling made 

 
40 https://www.capital.ua/en/publication/25808-stop-mashina-iz-za-padeniya-
sprosaavtomobilestroiteli-ostanavlivayut-proizvodstvo 
41 https://www.automotivelogistics.media/geely-joint-venture-opens-biggest-car-plant-in-
belarus/19755.article 
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mostly in Russia and Belarus. As a matter of fact, Geely’ s authorized 

network of dealers is present only in those two countries42.  

The most noticeable action that Geely Holding took as a way of entry in the 

European market is the acquisition of Volvo Car from Ford for 1.8 billion 

$ back in 2010. The acquisition has been extensively treated in the literature 

(e.g. Zhang et al., 2015; Chen et al., 2015).  

Actually, Geely Holding showed an interest of buying Volvo Car back in 

2008. At that time, Volvo’s revenue reported was 14,7 Billion $, while Geely’ 

s was near 10 Billion $. However, despite also a higher number of cars sold 

by Volvo in 2008 (359000 units against approximately 200000 units by 

Geely), the company reported also a loss of 1,4 Billion $, amounting to one 

tenth of the total losses reported by Ford in 2008. Hence, the decision of the 

Ford management to sell Volvo43. In some sense it was a smaller company 

acquiring a bigger one, so that was probably the reason why Geely decided 

to leave Volvo Car with much autonomy.  

The most visible outcome of this acquisition is the foundation by Geely Auto 

and Volvo Car of a joint R&D center called China-Europe Vehicle 

Technology AB (CEVT) in Gothenburg in 2013 (Yakob et al., 2018). CEVT 

is the strategic asset created under the asset augmenting process. In fact, 

 
42 http://global.geely.com/find-dealers/ 
43 Wu Xiaopo, Thirty years of business, China Publishing Group Corp., 2017 
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both Volvo and Geely have benefited from each other, the former from 

Geely’ s relationship with suppliers that could provide cost advantages and 

knowledge about the Chinese market, where up to 2010 it constituted only 

6% of its total sales, whereas the latter obtains innovation capability by 

working close together with Volvo’s counterparts.  

CEVT enjoyed a great degree of autonomy and basically it employed Volvo 

engineers and technologies. Its initial objective was to develop a car which 

would be sold in the Chinese market, but then the goal shifted to develop a 

common platform suitable both for Volvo cars and Geely ones. Starting from 

mid 2014, CEVT assumed even more responsibilities within Geely and its 

tasks included the conceptual development of new cars, spanning all aspect 

of a vehicle value chain except manufacturing. 

As a consequence, by mid 2015, CEVT became the recipient of investments 

from Geely of an amount of 2500 million RMB, 625 times more with respect 

to the beginning of the establishment of this research center. 

It is interesting to notice that despite CEVT is an independent entity, its 

research outcomes, the proprietary rights of them, belonged and still does 

to Geely Holding. In fact, much of Geely’ s proprietary technology 

development was carried out within Geely Research Institute (GRI) in 

Shanghai, and CEVT cooperated by leading an organization called CEVT 

China that was created pooling together engineers from GRI. CEVT 
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Sweden then had the main task of conceptual development and engineering 

while CEVT China was responsible of prototype development and testing.  

Furthermore, intensive collaboration between Sweden and China is mainly 

based on staff mobility. CEVT China regularly sends Chinese engineers to 

CEVT Sweden to learn from their international peers for periods of three 

months to two years. In 2015, around 130 people working at CEVT Sweden 

are employees of the CEVT China team at GRI in Shanghai, China, and 

have been transferred to Gothenburg for training and learning. Thus, CEVT 

provides Geely with access to technology and knowledge by funneling 

relevant technology competence, local and international talent, intellectual 

property, and production and platform technology knowledge (Yakob et al., 

2018). 

This staff mobility is necessary because it has been observed that the 

average tenure for a Volvo employee in Sweden is 17 years, while at Geely 

Auto the average is only 8 years, with the majority of engineers being recent 

graduates with approximately 4 years of work experience. 

The most tangible product of CEVT is the development of the Compact 

Modular Architecture (CMA) platform started in 2013 and terminated in 2017, 

whose importance is striking as it is the common base both the B and C 

segment cars of Volvo, Lynk&Co, which is the premium brand owned by 

Geely Auto, Geely and Polestar. It was derived and adapted from the 
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existing Volvo platform SPA and the following adaptation of CMA was called 

Pure electric Modular Architecture (PMA) which was meant for electric cars 

of A segment. That platform will probably underpin Geely brand, Volvo, 

Geometry (another full electric brand of Geely), and maybe Lotus as well. 

Not only, also the KC Platform was carried out jointly by CEVT and Geely 

Research Institute (GRI) with partial technical support from Volvo Cars. This 

platform underpins Geely’s mid-sized high-end models such as the 

Emgrand GT. 

Lynk&CO International AB is an all-electric SUV company born in 2016 and 

is based Gothenburg. As a brand, it was launched on December 2017 in 

China. It places itself in the high-end segment, tapping into a market where 

foreign firms are in a predominant position. In 2018 and 2019 the brand sold 

more than 120000 and 128000 units respectively in China44. 

Lynk&Co will be also launched in the European market, specifically in 

Netherlands, Sweden, Germany, Belgium, Italy, France and Spain starting 

late 2020. However, it bears two special characteristics like Aiways. The first 

one, is that it will be launched exclusively online, without the intermediation 

of importers, distributors and dealerships. The second one is that customers 

will have to subscribe to a membership plan, paid monthly. According to the 

 
44 https://carsalesbase.com/china-lynk-co/ 
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concept that customers of the future need mobility, not the product itself, 

Lynk&Co attempts to offer maximum flexibility with the minimum hassle for 

the customers. In that subscription plans, indeed, they will be able to opt for 

buying the car, not buying but just using it for the amount of time they wish 

or sharing it with other members of the community (the subscribers). In 

addition, the membership plan includes all the costs related to insurance, 

maintenance and servicing45.  

This kind of subscription plan is actually innovative, since in China, Lynk&Co 

is selling with the much traditional way through dealership and online, either 

with normal “buying” or leasing. 

Geely’ s presence in Europe was negligible, especially in the Western 

European countries. However, it used the M&A method to gain a more in-

depth, throughout and complete hold on the Volvo technology. It did not 

choose to directly transplant the technology, though, but it chose to co-

develop new innovation, granting the opportunity for its own engineers to 

learn meanwhile. 

Not only, Geely Auto further benefited from Volvo Cars by exploiting its 

network of business relationships deriving from the high degree of 

autonomy that Volvo Cars enjoy within the holding. In fact, Geely Auto 

 
45 https://www.lynkco.com/en/ 
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chose in 2019 to be supplied from Zenuity for a software platform for 

unsupervised autonomous driving and advanced driver assistance 

systems46. Zenuity was founded in 2017 as a joint venture between Volvo 

and Veoneer AB, a spin-off of Autoliv, specialized in safety systems. The 

deal with Geely Auto would encompass Geely's range of car brands, which 

include Geely Auto, Polestar, Lynk & Co and Lotus. In 2020, however, 

Zenuity was split between Volvo and Veoneer, so that Volvo Cars’ part of 

Zenuity was transferred to a new stand-alone company, wholly owned by 

Volvo Cars47. It initially focuses on the development of technology for Volvo 

Cars’ next generation modular scalable architecture SPA 2. 

On February 2020, Geely Auto and Volvo Cars announced that they are 

planning to merge these two companies together, following the tendency of 

consolidation in the car industry, so that there would an acceleration on 

financial and technological synergies48. This comes after the engulfment of 

Geely Holding and the need to reorganize the holding as the number of 

brands held in the portfolio increases. However, talks have been put on hold, 

as   Geely is preparing to be listed on the Shanghai Stock Exchange, looking 

 
46 https://europe.autonews.com/suppliers/geely-selects-volvo-veoneer-joint-venture-autonomous-
tech-supplier 
47 https://www.zenuity.com 
48 https://www.ft.com/content/3c9e3c34-4c04-11ea-95a0-43d18ec715f5 
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for fresh capital in order to repay its debts accumulated with the list of 

acquisitions. 

Another M&A that Geely Holding made is the acquisition of the UK company 

Lotus in 2017. It came after the contemporaneous acquisition of Proton, 

owned by the Malaysian company DRB-Hicom Bhd. This last and Zhejiang 

Geely Holdings Group signed an agreement, which sees the latter acquired 

49.99% of car manufacturer Proton and 51% of luxury sports car brand 

Lotus which was owned by Proton and Etika, another Malaysian automotive 

company, for 65 million $49. 

After the acquisition of Lotus, it is very likely that Geely would have followed 

the same strategy pursued with Volvo, that is to give the UK company a high 

degree of autonomy. At the same time, this acquisition is beneficial for both 

parties as synergies are made possible between the various subsidiaries of 

Geely Auto. In fact, Geely gains benefits because Lotus is a leader in 

composite and weight-saving technology, which Geely will deploy across its 

vehicle range to help meet group efficiency targets. Loss-making Lotus (and 

also Proton) would have access to Geely's financial resources (a plan of 1,7 

Billion $ investment has been launched), expertise from other brands under 

 
49 https://www.thestar.com.my/business/business-news/2017/06/23/drb-hicom-and-zhejiang-geely-
ink-final-contract-for-proton-lotus/ 
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the Geely umbrella, like Volvo and Lynk&Co as well as a production plant 

in Wuhan, China. 

Also, Lotus is turning towards electric (sport) cars, with its new model Lotus 

Evija, with a plan which is meant to relaunch the brand in the international 

stage.  

The synergy between the various brands, would be extremely important for 

of the move of Geely Auto towards EVs. A more extensive and 

comprehensive collaboration will take place, a Geely Holding works to 

access in different segment of the market.  

As a consequence, along with the afore mentioned Lynk&Co, Geely 

launched in April 2019 in China its other brand Geometry, which is a 

premium sedan electric car targeted though to the low-end segment of the 

market, with a price range that should be similar to Aiways U5 (starting from 

$24000). It is also available for the European market and according to Geely 

report, in 2019 there were 18000 units ordered from outside the Chinese 

market (where it made more than 12000 sales) ranging from Norway, 

France and Singapore50. 

It is clear that Geely is endeavouring in the field of electric vehicles. Under 

this point of view should be seen the other, partial acquisition of 9,6% of 

 
50 http://global.geely.com/media-center/news/a-new-standard-for-pure-electric-mobility-geometry-
a-global-launch/ 
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Daimler’s shares worth 7,5 billion €, becoming the largest shareholder of 

the group51. Even if that acquisition was carried out through Tenaclou3 

Prospect Investment Limited, another company owned by the CEO and 

founder of Geely Holding Li Shufu, the fact that he is in board of Daimler, it 

had paved the way to the constitution in 2020 of the joint venture smart 

Automobile Co., Ltd. in China. Both parties will equally contribute 2.7 billion 

RMB, the share of Mercedes-Benz AG will be mainly covered by the 

contribution of the smart brand. The global headquarters of the new joint 

venture has been set in Hangzhou Bay, Ningbo with operational sales 

functions based in China and Germany. 

The new generation of smart vehicles will be designed by Mercedes-Benz 

Design network and developed by the Geely global engineering network. It 

is interesting to notice that Geely will provide for the new electric smart its 

own R&D capability, manufacturing, supply chain, thus supporting its 

development in China and globally without the help of Mercedes-Benz AG 

in providing know-how52.  

This might signal that at least for small electric cars, Geely has achieved the 

capability of launching a new generation of intelligent of premium quality 

and electric vehicles on its own, by exploiting its own network of R&D. 

 
51 https://www.ft.com/content/0531f54c-18c1-11e8-9376-4a6390addb44 
52 https://www.daimler.com/company/news/joint-venture-with-geely.html 
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As a consequence of this series of acquisitions, Geely’ s 3 of 5 R&D centres 

are in Europe, scattered in various locations, that are Gothenburg (Volvo 

Car and Lynk&Co), Coventry (Lotus) and Frankfurt, where the centre named 

Geely Auto Technical Deutschland (GATD) is researching on propulsion 

systems and mobility technology53. In addition, it also has 3 of 5 global 

design centres in Gothenburg, Barcelona and Coventry. These centres work 

along with the other R&D centres in Ningbo, where there is a testing plant 

and Hangzhou, as well as a design centre in Shanghai. 

The asset augmenting strategy sought by Geely Holding has brought 

advantages in terms of research capabilities focused on developing core 

technologies for each type of the car.  

Indeed, in the years 2000-2009 it had filed a total of 1686 patents, whereas 

in 2010-2019 that number stood to 19900 (Google patents, 2020). This 

means that especially in the last couple of years, Geely Holding’s innovation 

capability has largely increased. 

Thanks to this process, Geely ranked first in the list of companies making 

the most sales passenger cars among the Chinese brands in China in 2019. 

Geely Holding sales in Europe are mostly made up of Volvo Car sales. It is 

noticeable that following the recent entrance of Geely in Belarusian market 

 
53 http://global.geely.com/media-center/news/geely-auto-opens-research-development-centre-in-
germany/ 
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in 2017, sales have spiked there, contributing to an otherwise very modest 

performance. Sales in the period between 2011 and 2015 were pushed up 

by the Ukrainian market, where it established its own production plant. 

 

 

Figure 6 Geely Auto and Volvo Car sales in Europe (2010-2019) 
Data adapted from carsalesbase.com and bestsellingcarsblog.com 
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3.5 Aiways case study 
 
Jiangxi AIWAYS Entity Co., Ltd (Aiways) is a startup founded in 2017, in the 

area of developing electric cars. AIWAYS has concluded an investment 

agreement with the government amounting to RMB 13.3 billion (approx. 

EUR 1.7 billion)54. 

Through the acquisition of a 50% stake in the deep in crisis Jiangling Motors 

Group in 201955, which holds a license to produce EVs, it is now able to 

produce EVs on its own. In fact, it intends to produce 150,000 electric cars 

per year in Shangrao, China.  

The founders Fu Qiang and Gu Feng are experienced people working in the 

automotive sectors. The former worked in the sales departments of FAW-

Volkswagen, Mercedes-Benz, Volvo and Skoda; the latter worked in the 

financial sector of SAIC Motor.  

Aiways is completely to the automotive industry of the future by providing 

just BEVs and NEVs.  

Aiways’ entry strategy in Europe is based on online selling and strategic 

alliances with some of the most renowned suppliers.  

Being a start-up company, Aiways lacks the financial resources to invest 

both in China and in Europe at the same time. Consequently, while in China 

 
54 https://cms.law/en/deu/news-information/cms-advises-chinese-electric-car-start-up-aiways-on-
joint-venture-with-the-sports-car-manufacturer-roland-gumpert 
55 https://europe.autonews.com/automakers/aiways-buys-majority-stake-jiangling 
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it was able to build its own 4S store network of dealers, in Europe it had to 

sell exclusively online. It targeted countries like Denmark, Norway, the 

Netherlands, Germany and France firstly, where there is favourable market 

condition for consumers to accept more easily electric cars. Those 

conditions are dictated by the policy support, subsidies and incentive given 

to potential acquirers and the level of investments in charging 

infrastructures56. 

Aiways’ U5 model is expected to enter in the EU market by September 2020, 

after having been delayed by Covid-19 pandemic, as the original plan was 

for April 2020. Actually, the first batch of 500 U5 have already been 

delivered in Corsica in July 2020 to the franchisee of Hertz Corse, Filippo 

Auto SAS for their car rental business, under the government’s program 

“Electrify Corsica”. Indeed, Filippo Auto plans to convert 70% of its fleet in 

electric vehicle, in order to give support to this plan, by importing Aiways’ 

first model, U557. According to Hertz Corse this operation is win-win, and 

among many producers in China, they said that Aiways was the only one 

that could satisfy their requirements. In fact, for the business to be 

sustainable, Hertz, through Filippo Auto, should provide cars at a 

reasonable price for renting, while the cruise range and the comfort of the 

 
56 https://www.electrive.com/2020/02/28/aiways-will-skip-dealerships-in-europe/ 
57 https://www.vaielettrico.it/electrify-corsica-al-via-con-i-suv-cinesi-aiways-in-sharing/ 
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cars should be at acceptable level, given the fact that on the island charging 

stations are not so common and that the customers are holiday makers that 

want comfort. For Aiways, this represents an opportunity for showcasing its 

products for potential European customers, since after summer, Aiways will 

be officially launched in the European market58. 

Aiways’ online selling is facilitated by the fact that U5 is a highly 

standardized product, with little room for personalization. However, this 

strategy might save the company on costs, but it curtails its ability to 

penetrate the market, to react flexibly to market changes and to hold control 

in the distribution, sale and after sale channel, so much that the customer 

satisfaction is less granted.  

In fact, for example in Germany, Aiways partnered with Euronics for the 

distribution of its cars. Consumers are able to order the car online or on 

Euronics, choose the way of payment they like and the insurance they want 

and then go to a Euronics store for the retrieval of the car, as a common 

electronic device59.  

In Germany as well, Aiways, through its European branch AIWAYS 

Automobile Europe GmbH, entrusts A.T.U. for the problems related to after 

sale service like maintenance and repair since it is a company that is not 

 
58 https://france3-regions.francetvinfo.fr/corse/haute-corse/constructeur-chinois-choisit-corse-
lancer-sa-voiture-electrique-1842050.html 
59 https://www.euronics.de/aiways-u5/ 



 91 

affiliated with any OEM, but it is independent, providing generic services to 

vehicles from any brand, such as oil substitution and the replacement of 

tires, by containing costs for the customer. A.T.U. is the biggest company of 

this kind in Germany, founded in 1985 with over 10000 employees 

distributed in 572 workshops in Germany and 25 in Austria (2019) and €1 

Billion of turnover per year. The after sales services will be provided freely, 

but an access fee to Aiways is required to maintain the service viable60. 

However, Aiways declared that it will establish partner showrooms 

throughout Europe, or itinerary pop-up stores in order to make customers 

more aware of this new brand. A particularity is that cars will be made 

available online through a direct-to-customer ‘subscription’ sales model, 

that is customers will have to pay a periodic fee for the use of the car, 

following the latest development on the concept seen in Lynk&Co, 

according to which OEMs are not selling products but mobility. Consumers 

will be able to research models book test drives, configure setups and sign 

up to various usage periods61.  

Nevertheless, this new and pioneering concept of selling cars might be 

unsuitable for most of the customers acquainted with the traditional selling 

method and leasing. 

 
60https://www.atu.de/pages/unternehmen.html 
61 https://insideevs.com/news/401443/aiways-direct-sales-model-europe/ 
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As with many other Chinese OEMs, Aiways worked alongside with its 

suppliers for the provision of key parts for its U5 model, a choice that Aiways 

was obliged to make since it’s a newly established start-up and its utter 

absence of experience in manufacturing processes. 

Robert Bosch, the world’s largest automotive supplier by sales, contributed 

to the U5’s electric power-assisted steering system. 

The car body is developed by Aiways in partnership with the German 

Benteler Automotive. The U5’s uses a 52% aluminum and 48% high-

strength steel mix, with steel four times stronger than conventional high-

strength steel.  

Switzerland’s Georg Fischer contributed in making the chassis around 50% 

stiffer than an equivalent steel body, allowing Aiways to create a lighter and 

more rigid overall construction.  

The internal cabin upholstery and materials are from Autoneum 

(Switzerland) and Grupo Antolin (Spain).  

Aiways has worked with Siemens to develop the ‘two factories, one facility’ 

concept in implementing the concepts of industry 4.0 standards. This utilizes 

cloud-based virtual model of the manufacturing facility that communicates 

online with the physical plant. This allows AIWAYS to monitor every step of 

the production process remotely, ensuring each vehicle is tracked and 

accounted for. In addition, automation in Shangrao plant is achieved also 
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thanks to robotics provided by Swiss-Swedish ABB and German KUKA 

Robotics, which is owned by the Chinese company Midea Group, while the 

assembling lines are imported and erected by the German company Dürr. 

Finally, the lithium-ion cells are developed and supplied by the Chinese 

company Contemporary Amperex Technology (CATL), which modification 

to the structure made by Aiways for improving its safety62. 

In addition, Aiways established also two important cooperation for co-

development of technologies. 

The first one, is actually a joint venture with the former head of Sport and 

Special Developments for Audi Sport Roland Gumpert forming Gumpert 

Aiways Automobile GmbH, where Roland plays the role of CEO63. Gumpert 

Aiways is based in Ingolstadt, Germany and it successfully launched the 

Aiways Nathalie RG, a sporting electric vehicle propelled by methanol fuel 

cells which are provided by the Danish SerEnergy A/S based in Aalborg, 

owned by Fischer Group. Despite being presented in 2018 at the Beijing 

Motor Show, actually, Nathalie RG is not ready for selling yet, which will 

take place in 2021. 

 
62 https://www.automobilsport.com/cars-tuning--37,207891,AIWAYS-teams-up-with-worlds-best-
suppliers-to-develop-U5-all-electric-SUV,news.htm 
63 https://www.rolandgumpert.com/en/gumpert-aiways/ 
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The platform on which it is built on is called GES and that is created 

internally without the support of external suppliers. The same is valid for the 

MAS (More Adaptable Solution) platform, the one that U5 posits on. 

The methanol fuel cell technology is made further possible through the 

second strategic cooperation agreement signed in 2019 with Blue World 

Technologies based in Aalborg, Denmark, as well for carrying out 

researches on methanol fuel cell which are thought to have such 

advantages as high safety, low cost and long cruise range64. It is expected 

that by the end of 2021, also Aiways U5 will be equipped with methanol fuel 

cell system. 

Although Aiways heavily relies on foreign technologies, that is not to say 

that it is not capable of R&D capabilities of its own, since up to 2020 it had 

filed for 816 patents. 

In fact, it has a R&D center in Shanghai opened in April 2018 in Jiading, 

Shanghai, that has the task of working on artificial intelligence for providing 

innovative customer experience. AI is used for improved connectivity 

between car and home, between user and car, but above all, Aiways is 

working on solutions that might obviate the problem of lack of charging 

infrastructures using AI. One such solution is the Aiways Charging Robot 

 
64 https://www.blue.world/blue-world-technologies-signs-strategic-cooperation-agreement-with-
chinese-electric-vehicle-manufacturer-aiways/ 
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prototype, CARL, an autonomous and mobile charging unit. When parked 

in a public car park, EV drivers would be able to summon CARL using a 

smartphone app. Using GPS data, CARL can then guide itself to the parking 

space and can automatically administer a fast charge, without the driver 

having to wait to plug in. For this innovative product that could revolutionize 

how charging happens, Aiways got 7 patents65. 

Aiways is in some sense a first mover in deploying many innovative 

technologies and business models, which might assume a pioneering 

characteristic. From 2016 to 2019, it has been granted 542 internationally 

recognized patents (Google patents, 2020). 

It is leveraging on the mature technologies of the past regarding the 

traditional features of a car and it is combining them with its own contribution 

to add value to its products in terms of marketing and charging methods, 

creating as an outcome something that can truly differentiate itself from the 

competition.  

 
65 https://www.allcarindex.com/concept/china/aiways/u7-ion-concept/ 
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4 DISCUSSION OF THE CASE STUDIES 
 
 
4.1 General considerations 
 
A table summarizes the various entry strategies adopted by these five 

OEMs. 

 

 
Table 2 Summary of the entry strategies 

 

 

Through the analysis of the 5 case studies, it could be said that Chinese 

automotive firms’ internationalization process in Europe posits on two 

Entry strategy Distribution Assembly plant Research 

Qoros Auto Strategic alliance
Export to independent dealer: 

Autobinck
No

Before: Employing foreign 

staff within the company.    

Now: Cooperation with 

suppliers and R&D center 

in Shanghai

DR Automobiles Strategic alliance

Before: Finiper hyprmarkets 

Now: Independent dealer 

network

Yes, Italy

Carried out by the Chinese 

OEMs, with adaptation 

from DR

Great Wall Motor Strategic alliance Export to independent dealers

Before: Yes, 

Bulgaria and 

Ukraine        

Now: No

Cooperation with European 

automotive suppliers and 

now also through spin-offs 

established in Europe and 

in China

Geely Auto Merger and Acquisition

Export to independent dealers 

in Eastern Europe for Geely; 

for Lynk&Co only online selling

Before: Yes,  

Ukraine        

Now: Yes, 

Bulgaria

Joint ventures with Volvo 

Car and research centers in 

both Europe and China

Aiways Strategic alliance
Online selling and partially 

through Euronics in Germany
No

Cooperation with European 

automotive suppliers and 

research centers like Blue 

technologies; research 

center in China for 

autonomous driving
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pillars: the first is the entrance in the in the EU market, especially in Eastern 

Europe, where generally alliances with importers and distributors are the 

ways most commonly sought along with the establishment of assembly 

plant; the second is to come in contact, to acquire and to integrate with EU 

automotive suppliers and companies with strong research capabilities, in 

which case some Chinese OEMs used strategic alliance and others M&A in 

order to reach this objective. The different entry strategy chosen by OEMs 

led to different outcomes. However, the general result for selling was the full 

or partial retreat of Chinese OEMs from the European market. Great Wall 

Motor was the one most committed in developing the first pillar by entering 

in various market at the same time, but all without a direct presence. The 

most noticeable sign of presence is the establishment of assembly plants, 

which is also true for Geely.  

The motive behind this choice could have been the same of Qoros, that is 

to tentatively test the market for reaction and to leverage on the importer or 

distributor knowledge of the local market; at the same time, to exploit market 

opportunities in Eastern Europe, where consumers were not as much 

demanding and wealthy as in the Western ones, so that an assembly plant 

might have seemed to be necessary to cut both delivery time of the parts 

and the delivery time to market of the final product, whereas the 

commitment to develop a dealer network may have resulted less justifiable 
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in the initial stage. Furthermore, the excess capacity of the assembly plants 

was devolved for the rest of the European market as well. 

However, for a series of reasons not always directly related to the company 

strategic decisions (see Geely Auto case), the market performance has not 

yielded sufficient results to make further investments worthwhile, so 

basically those Chinese OEMs were blocked from making more serious 

capital investments like building their own dealer network extensively, 

especially in Western Europe. 

The scarce knowledge of Chinese OEMs of the European regulations and 

market environment had dictated the necessity of maintaining the efforts 

low. The case of DR-Chery is unusual in some sense, because it is the 

Italian company which brought the Chinese one in the Italian market and 

taking the burden of adapting the Chinese cars for making them compliant 

with customers’ requirements and regulatory policies. 

Moreover, those companies which used the strategic alliance method were 

also less able to internalize innovation capabilities compared to those who 

employed the latter. 

If it should be judged which pillar is more important, the prime motive 

pushing Chinese automotive firms in Europe is the desire to sell. The 

acquisition of innovation capabilities seemed to be ancillary to the 

achievement of that objective.  
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Thus, the existing literature according to which Chinese firm’s 

internationalization process is motivated by the need for asset seeking and 

asset augmenting, including asset creation, (Yakob et al., 2018) seems to 

be true only partially for the automotive industry. 

By looking at the case studies of Qoros Automobile and Great Wall Motor, 

this is particularly evident, whilst in DR-Chery and Geely Auto cases this is 

reflected.  

Indeed, Chinese OEMs actually gained know-how from joint ventures with 

foreign automotive firms in their domestic market. It seemed that the formers 

felt that they could penetrate the mature European automotive market, 

initially, through low-cost of production and, above all, by leveraging on 

partnerships with some of the most important automotive parts suppliers in 

Europe and with some European distributors for building a presence there. 

Nevertheless, this approach of achieving competitive advantage through 

asset seeking proved to be unsuccessful.  

The market in Western Europe showed to be much more difficult to stabilize 

the presence in and the failure of this first attempt seems to have signaled 

to Chinese OEMs that asset seeking was not enough to grant sustained 

competitive advantage over the long term. In particular, asset seeking 

through strategic partnerships resulted to be a bad strategic move without 
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a strong position in the domestic market and without being financially in 

good shape as in the case of Qoros Auto. 

That is not to say that asset seeking strategy has not been beneficial to 

Chinese OEMs but, rather, during the “absorption” of technologies via this 

way, opportunity for asset augmenting has opened up.  

As a consequence, Europe was not a place where it can yield profits for the 

firms but it became a fertile soil where Chinese car manufacturers could 

learn and improve their innovation capabilities. This sort of shift in focus, in 

strategy and in purpose of the internationalization in Europe came in 

conjunction with changing domestic market environment, where Chinese 

OEMs are surely dominant in the low-end segment, but it is also true that 

profits were also lower and, with a market reaching maturity, to climb up on 

the markets segments and to look for new profitable opportunities 

elsewhere, became a must. Nevertheless, in order to do so, Chinese OEMs 

have also realized that they also need to improve their own innovation and 

originality of their products.  

This objective has been pursued in different ways, among which Geely case 

and Great Wall Motor one present two similar although different 

approaches. 

In both Geely and GWM, their relevant R&D centers where autonomous 

organization more or less strictly related to their headquarters, even if 
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basically they were employing foreign personnel in developing proprietary 

technologies in some key areas, like car platforms, powertrain or batteries. 

In so doing, by relying less on foreign suppliers, Chinese OEMs could 

develop their own technologies and gain competitiveness. In Geely’s case, 

M&A allowed for the acquisition of Volvo technologies and the 

establishment a new research entity employing mostly engineers from Volvo 

Car; whereas in GWM, the company had to build upon the experience of 

key foreign personnel, without acquiring existing technologies formally, but 

rather engaging in a complex journey of maturing know-how from its spin-

offs. 

However, whether through asset seeking or asset augmenting, Chinese car 

makers constantly improved over the years, so much that, as in the case of 

DR Automobiles, the Italian company needed to instill much less effort in 

adopting and improving the later models supplied by JAC Motor and Chery. 

But still, it is noticeable that Chinese OEMs are still halfway through the 

internalization of innovation capability. In fact, a complete internalization of 

capabilities of every technologies belonging to a car is not possible given 

how the automotive industry is shaped. The presence of highly specialized 

suppliers for the provision of specific components makes the independent 

innovation capability on those field apparently unnecessary. Rather, 

Chinese OEMs can concentrate their efforts in innovating in core 
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technological areas independently like engine, powertrains or batteries, 

complementing it with those existing and mature technologies from its 

suppliers. This should be the final phase those OEMs should aspire to. In 

the current phase, Great Wall Motor and Geely are example of cases where 

they are still learning from foreign know-how and expertise, because the 

Chinese engineers are not yet experienced enough. 

Nonetheless, Chinese R&D centers are gaining more and more importance 

anyway and eventually, they might not replace the contribution of foreign 

personnel, but what they certainly can do is to engage on the same level 

with their foreign colleagues contributing in accelerating the pace of 

innovation. When this kind of synergy is achieved, it could be said that asset 

augmenting has been successful and, in this process, Geely Auto seems to 

be in a leading position.  

The fact that Geely is more ahead in this process could be a consequence 

of the entry strategy it had chosen, that is through acquisitions. Whilst for 

the selling channel it appears that Chinese OEMs are withdrawing and 

withholding investments, waiting for the sales to pick-up before making 

more commitment, they were and are more much active in the R&D field. 

Differences in entry strategies yielded different result though, as with M&A, 

transfer of knowledge is facilitated by the fact that the recipient entity and 

the transferring one are part of the same organization. In the case of 
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strategic alliances, whether by joint ventures or partnerships, this transfer 

may encounter barriers and it is not complete, because the counterpart will 

inevitably hold back some experience or know-how for granting its own 

survival and subsequent development, maintaining its ability to preserve 

competitiveness. Not only, government policies may also affect heavily the 

continuing of the cooperation between Chinese OEMs and European 

research companies. 

Now, a new opportunity for selling cars in Europe emerges as the 

automotive industry focuses its attention in electrical vehicles, autonomous 

and smart driving as well as shared mobility.  

Chinese OEMs have started to produce EVs in massive quantity earlier than 

most of the other foreign OEMs, and in this respect, they are more ahead in 

the EV building learning curve. Specifically, the opening up of the EV and 

more generally of the NEV market, represents an opportunity for Chinese 

car makers to hold core technologies that incumbent firms do not fully 

possess yet and to differentiate their product based on alternative features 

and business models from those existing already in the market, thereby 

gaining market share. 

Combined with the research efforts put in place both in the home country 

and the foreign ones, it seems that Chinese car manufacturers can have a 
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chance to succeed in the European market, given also the fat that in most 

countries there are positive incentives for developing this kind of market. 

The point is, with regard to technologies related to the new energy vehicle 

market, the innovation position of Chinese automotive firms do not seem to 

be so lagging behind with respect to foreign ones, but rather in some areas 

they seem to be in a leading stance, also thanks to collaborations with 

Chinese tech firms.  

As a consequence, under this point of view, Chinese OEMs are not really 

latecomers in this sense and basically, they do not need to catch up as much 

as in the traditional auto industry, so that the position they are in is dual. 

Furthermore, it is foreseeable that EV makers like Aiways will depart from 

providing just BEVs, considering its research effort in methanol fuel cells, 

and hydrogen ones as in the case of GWM. In this respect, Chinese and 

foreign OEMs are moving on the same line, so that the former would not be 

constrained in launching products with no outstanding features, which 

resemble just a cheaper version or variant of existing cars. As the 

automotive industry is moving towards increasingly providing commodity 

products, new technologies and innovative selling methods coupled with 

new business models will make the difference.  

In Aiways case, this is particularly evident. In fact, it collaborates with some 

of the best automotive suppliers, which work also other companies-
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competitors, for the basic components of a car, and then it differentiates 

itself through paying method, purchase method and it is projected to deliver 

methanol propelled cars as well. It is striking to assess how suppliers can 

be highly specialized, as with no any car making background, Aiways has 

been able to launch, in just 3 years from its foundation, a complete and of 

acceptable quality car.  

This could be seen as a huge advantage for a new entrant, but really this is 

also a sort of chain that constrains heavily the possibility of Chinese OEMs 

of providing original cars that could give a different driving experience with 

respect to other OEMs that use the same suppliers. On the other hand, 

Chinese OEMs do not have the time to redo the same technological 

development journey that other Western and Japanese OEMs did internally, 

given the ever decreasing lead time of delivering new models on the market, 

so their only way to succeed is not through asset seeking but asset 

augmenting in specific areas where they hold a comparative advantage. 

Towards this end, Great Wall Motor, Geely and also in less degree Aiways 

are still working on and this end is the only way to grant a sort of 

independence in delivering their own sufficiently distinctive products. 

Not only, Chinese OEMs seem to have learnt from their past mistakes. This 

time, Qoros will wait until it has completed the process of asset augmenting, 
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that is the development innovation capability before venturing again in the 

EU market, gaining a stronger hold in the domestic market first.  

Chery Auto will continue to partner with DR Automobiles, “dumping” all the 

risks and costs related to market failure on the latter, instead of building its 

own brand reputation at least in the Italian market, which is though, present 

in consumer’s mind as DR is associated with Chery. This last acknowledges 

that European market is a difficult one which involves important 

investments, so in order to avoid backlashes, Chery has no interest to 

further develop the EU market so far.  

GWM will wait for the sales to reach at least 50.000 units per year in Europe 

before considering building its own production plant. It will maintain a 

minimum presence in the market meanwhile by pushing sales of its Haval 

brand, especially in its LPG version specifically adapted for the market. It 

will launch its ORA and Wey brand as well, but in that case, it should pay 

attention to avoid being defined as “another one of those EV cars”, as there 

are already some critics who say that ORA R1 is really similar to a smart 

esthetically. 

Geely, through its brand Lynk&Co, and Aiways will leave the internal 

combustion engine (ICE) car market in order to fully focus on alternativity. 

They opted for online selling, cutting costs of intermediaries and maintain 

overall market investment low, basically because the success this time is 
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still unclear and unpredictable, given the fact that, considering the product 

itself, many incumbents OEMs are already moving in this direction mostly 

with Plug-in Hybrid (PHEV) version of their existing models. By leveraging 

on market experience matured in the home market, regarding online selling 

and shared mobility, they are looking for a chance. 

It becomes clear then, that Chinese OEMs are recalibrating their 

internationalization strategy, as they gain more experience in competing in 

the international stage. They have come to understand that producing low 

cost is not the only nor the best way to earn consumer’s preference but it is 

the capability to offer different and possibly better value, preferably, with low 

price that can grant them a sustained preference in foreign markets. 

Consequently, what should be expected in the future, is that Chinese OEMs 

in the short term will continue to partner with European and foreign suppliers 

in general for components that are ready to be used, while in the long term, 

those who are more financially in good shape will try to internalize as much 

as possible the development of those technologies, in order to have a better 

control over the standards. Regarding market entry, it is very likely that most 

of the Chinese OEMs will continue to sell the car as GWM still plans to do, 

that is without a subscription plan and with dealer stores, as the concepts 

of sharing and subscription business models would seem to be too much 

forerunning at this stage, especially in countries where the sharing culture 
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and the digitalization of the society are not yet so “strong”. Those like Aiways 

and Lynk&Co who will embark in this process will need to build a strong 

brand reputation first in order to convince people to use their cars. This 

process will take time, so it is likely that Aiways and Lynk&Co might not be 

so successful in the short term. 

 

4.2 Cross case comparison 
 

Looking more in depth in the case studies, there could be inferred some 

elements.  

Qoros is an example of failed attempt to enter the European market, 

basically because it lacked competitive advantage. In fact, two elements 

could be seen in this regard. 

In the first place, Qoros lacked competitive advantage in its home market 

as the accumulating losses during those years have shown. The reason for 

that is the lack of innovation capability, as what it relied on was in the 

employment of foreign personnel and experts to deliver a high standard 

product.  

This leads to the second element, that is most parts of its Qoros 3 were 

sourced by suppliers in Europe. The relationship it established with them 

was merely of supplier-buyer type without any involvement, we suppose, of 
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more in-depth transfer of knowledge. This meant that, although Qoros 3 was 

a high-quality car, it basically employed existing technologies and Qoros did 

not commit itself in acquiring more advanced knowledge as other OEMs 

might have done in establishing research centers in Europe.  

The mere employment of foreign engineers was then insufficient in granting 

innovation capability and, as a cascading effect, it was also insufficient to 

grant a sturdier presence in its home market. 

Consequently, in most recent years Qoros started focusing on creating 

alliances with Chinese companies for the provision of technologies related 

to smart driving.  

This means that within the PDSE framework, Qoros is still at the early stage 

of catching up, moving towards the gradual catch up stage, as it put itself in 

the NEV market. That’s because, Qoros is now acquiring new knowledge 

via partners and endogenously, in particular regarding the new energy 

vehicles, but it is lacking an advanced level of R&D, relying on low cost of 

production, and it is still dependent on many core technologies like the 

engine, gear system and also part of infotainment system on external 

suppliers. Its business in the home market is present but yet to be 

consolidated effectively. Finally, being engaging in catch up from relatively 

recent years, the efficiency is also low. 
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The innovation capability upgrading drivers could be the market driven 

mechanism, as it is still more focused on the ICE vehicle market, and 

technological spill-back mechanism, because the overall aim is to gain a 

firm presence in the home market. 

Compared to Qoros, Great Wall Motor has showed much more commitment 

regarding the scaling up of innovation capability. As Qoros, GWM has also 

established supplier-buyer relationships with European suppliers, but unlike 

the former, GWM engaged in a deeper collaboration with some of them, like 

in the case of with Autoliv Inc. shows for gaining better understanding on 

both regulatory policies and on technologies as well in the North America 

market, helping GWM in its internationalization process. 

However, the fact that GWM opted for founding spin-offs, a sort of new 

strategic asset creation, based in Europe might be explained by the 

impediments it has faced when engaging with its suppliers in knowledge 

transfers. In fact, a limited absorptive capacity in the early stage of the 

relationship might have influenced the ability of GWM of acquiring some 

understanding of the technologies involved.  

In addition, knowledge ambiguity could have played a significant role in 

affecting knowledge acquisition and we suppose the most critical issue here 

is the relational capital that creates knowledge ambiguity. In fact, as said 

before, those companies are also supplying other automotive firms and in 
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order to grant their own survival, they are refrained from transferring too 

much or too advanced technologies to the Chinese counterpart. Conversely, 

institutional distance might have played a weaker role, since the 

engagement between the parties could happen without the need of 

establishing joint ventures or research centers in Europe to tackle this 

problem.  

In order to circumvent the issue related to relational capital, though, GWM 

sort of created new strategic assets, in choosing for independent spin offs 

that could be organized at a firm level in the most suitable way for innovation 

creation and by employing local foreign experts that thanks to their tacit 

knowledge could achieve what domestic engineer could not in a short time.  

Indeed, from being supplied by GETRAG for the transmission system, GWM, 

trough HYCHET is now able to handle its own transmission system.  

In this way also the impediments related to absorptive capacity might have 

been circumvented, because what GWM did essentially an endogenous 

improvement of capabilities carried out through organizations external but 

highly related to GWM. 

Within the PDSE framework, GWM posits itself in the second stage, moving 

to the third one if it is considered that GWM has now sufficient innovation 

capability for establishing a joint venture with BWM for the NEV market. 
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In fact, GWM is absorbing knowledge from different areas and developing 

leading technologies that could be proven to be self-sustainable in 

improving itself over the years, thanks to new improved innovative 

capabilities. It also has an extensive, even if not completely proprietary R&D 

network globally, but sales are still limited on its home market. However, it 

is now capable of handling some core technologies, like the above-

mentioned transmission system, that could be considered to be on leading 

frontier in their respective domain. Even though its product competitiveness 

in the ICE field has yet to be proven on Western Europe, GWM is already 

testing the new emergent market of NEVs, but with the attention still focused 

on traditional cars, at least for the foreign market at present. 

About the drivers of capability upgrading, it should be taken into 

consideration all of them, except the market driving mechanism. In fact, 

GWM is working on both the ICE and NEV market at the same time, so it 

has to focus on both its current market and the new one, but in this last case 

mostly just with new products, as the launching of the new brands Ora and 

Wey testify. 

Similar to GWM, the most important choice followed by Geely is the 

foundation of a new organization, CEVT. This new company helps to 

overcome the issue related to limited knowledge transfer highlighted by Raft 

and Lord (2002), if given the acquired firm great autonomy, as Volvo Car is 
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enjoying. The transfer of knowledge in this case is facilitated by staff mobility 

and training of the Chinese engineers. 

It could be said that Geely valued both the explicit and the tacit knowledge, 

probably more the latter than the former. In fact, gaining a better position in 

the home market was one of the main reason for any M&A, as testified by 

the innovative Lynk&Co and Geometry brands and by the fact that Geely 

managed to achieve the first position amid Chinese brands in the domestic 

market in terms of sales in 2019. In addition, the staff mobility lessened the 

issues related to talent scarcity and cultural differences, as the parties 

showed more commitment in overcoming them, as the high level frequency 

of staff mobility between CEVT Sweden and CEVT China have shown. 

The other acquisitions made by Geely are also devoted for the purpose of 

knowledge acquisition.  

Then, in the PDSE framework, Geely is stepping into the third stage, as it 

has a global high quality network of R&D and design centers and, thanks to 

Volvo, it is handling core and proprietary technologies, like car platforms for 

the new electric vehicles, with more innovation going ahead with the new 

acquisitions. Not only, Geely is also rather successful in selling both in 

Europe, at least compared to other Chinese OEMs, and it is surely the most 

affirmed brand in China. It is also sourcing non-core technologies like the 

collaboration with Zenuity for autonomous driving system, also in order to 
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compete in a stronger position in the new business of NEVs. However, 

Geely sees its main business still coming from ICE vehicle market, with the 

new electric vehicles launched yet to be proved about their success on both 

the domestic (which up to this moment performed quite well) and in the 

foreign markets. 

The hope is that Geely has gained the capability to compete with the 

incumbent foreign firms, especially in the new energy market. The proof to 

that is the joint venture with Mercedes regarding the production of smarts, 

which will be engineered by the Chinese company. Despite the fact that the 

type of cars involved are city-cars, so with less technological content with 

respect to others, like sedan and SUVs, the trust Mercedes infused in Geely 

could be seen as a milestone in the recognition of the innovation capability 

of a latecomer firms. 

Consequently, what drives the capability upgrading is mostly the 

technological spill forward mechanism and technological spill back 

mechanism as well, because Geely is more oriented to the new energy 

vehicle. Due to this fact, it could be seen a link uniting the innovation 

capability gained through working with Volvo Car in the new energy vehicle 

field and the application of that to the Geely parent company. 

Finally, the speed at which Geely has moved up on the catching up ladder 

might have testified that M&A is a faster way for reaching this objective than 



 115 

strategic alliance, as an older company like GWM, which had to rely on spin 

offs, in addition to other partners, was slower in doing so. 

Aiways represents a particular case because, as said before, it is 

abandoning the effort of developing the traditional technologies related to a 

car and it is focusing just on batteries, methanol and hydrogen fuel and 

smart driving systems. In this sense, Aiways is not doing catching-up in the 

real sense, as it does not need to do so, being projected as it is directly to 

the new technologies. For achieving them it has established joint ventures 

and signed joint R&D agreements, meaning that there is not a link between 

the technology transfer (if any) carried out in the traditional car industry and 

the capabilities displayed for innovating in the new energy market. 

Unlike to the other companies, in fact, there is a clear separation between 

the traditional and the new industry for Aiways. While the others learn and 

gain technologies and capabilities in the ICE industry and then move into 

the NEV market with improved competencies, this is not true for Aiways. 

As a consequence, in the PDSE framework Aiways could be place in the 

entry stage regarding the new energy vehicle industry, as it depends on 

foreign partners for important components and it is surely learning from 

other partners like Chinese ones, but actually this  framework does not 

properly adapt to the Aiways case, also because it is still too young as a 
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company to assess any outcome of its decisions and its market has yet to 

be fully developed. 

This also means that in this sector, new Chinese firms engaging in this type 

of market can be considered only partly to be latecomers, so the literature 

on this subjects applies only partly to this type of companies. 

Considering the potential driver that might spur the innovation capability of 

Aiways, the technological spill forward mechanism can be certainly 

considered to be one of them, if not the only one at the moment. 

Finally, from the point of view of a European company such as DR 

Automobiles, this case has testified the innovation capability upgrading and 

improvement made by Chinese OEMs. In the case of Chery, starting from 

an intensive contacts between the personnel of the two companies for 

adapting important parts of the DR 5 (involving also important exchange of 

knowledge), now DR Automobiles needs to put less efforts in order to bring 

Chinese cars to the European market.  
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5 CONCLUSION 
 
 
This thesis gives a small contribution in evaluating the evolution of the 

internationalization process of Chinese OEMs in Europe by looking at the 

purpose and method of their entry strategy.  

Chinese OEMs, especially privately owned, were established recently. They 

lacked sufficient financial support from the government, which constrained 

right at the beginning their growth process. What they did at the outset is to 

exploit their low-cost advantages and their possibility to acquire some know-

how through joint ventures to gain market shares in their domestic market. 

This strategy has proven to be successful more often than not, however, in 

more recent years the environment has changed. 

As the Chinese economy slows down, as the consumers are richer and 

more willing to pay, as foreign automotive firms are providing better 

products at a higher but still affordable prices, Chinese OEMs have seen 

their market share gradually reducing. Seeking changes become their 

priority in fighting for survival. 

With this background, our first finding is that they started to seek foreign 

market opportunities both in terms of sales and know-how acquisition, 

mostly failing in achieving the first objective. They relied heavily on strategic 
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alliances as market entry, but that was not enough to grant them sustainable 

long-term competitiveness. 

Under these terms begun the evolutionary process of Chinese OEMs, which 

was not straightforward, and they have elaborated different solutions.  

Our second finding is that strategic alliances proved to be less effective than 

M&A in granting knowledge transfer, especially because the partners had 

to conceal their know-how for self-protection. Consequently, tacit 

knowledge was not easily transferred and the technological content of 

explicit knowledge had not been so high. The M&A solved this kind of 

problem by focusing on tacit knowledge, as cultural issues and talent 

scarcity were largely overcome in Geely case. 

Nonetheless, those who are more determined in taking this route are 

gradually achieving their objective. Then, it could be said, and this is our 

third finding, that Chinese OEMs are almost at the final stage in completing 

their catch-up process. Some of them built on the previous capability learnt 

whether by strategic alliances or acquisitions and tries to innovate within the 

corporate boundaries, others started to collaborate with foreign and Chinese 

companies.  

In addition, new business opportunity represented by EV and smart driving 

market, sparked the ability of these OEMs in providing leading technologies, 

so that they could not be considered as latecomers. This capability could 
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allow those OEMs to make the leap forward in becoming affirmed 

international players. 

Looking at the future market entry strategy, the success is very much related 

with their brand building. In fact, a traditional selling mode like GWM’s one 

might be secure because familiar to the consumers. The downside is that 

the competitive advantage relies also on brand perception and brand value. 

As the technology itself becomes gradually common and widespread 

among other foreign OEMs, it also loses the differentiation function that 

makes a brand outstanding with respect to the others. For a company that 

basically is still doing catching up and is researching on new technologies 

like battery, methanol and smart driving as the competition is also doing, 

this is a challenge. For this kind of entry strategy to be successful, the 

company needs a strong and efficient innovation capability. 

The other type of entry strategy is through online selling, subscription plan, 

a different business model. In this case the success relies on the marketing 

novelty that the OEM is able to offer, so the brand perception is built upon 

the pioneering characteristics of the company. The challenge resides in the 

novelty itself, but actually this could open a new opportunity, since not many 

other OEMs are planning to do the same. 

The biggest limitation of this thesis is the quality of the data provided. 

Despite the presence quite comprehensive data for reconstructing the 
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temporal history of the case studies, the availability of more primary source 

data might have helped in better understanding both the knowledge 

acquisition and knowledge transfer process happening between the firms. 

In addition, further research should be made on the impact of institutional 

policies hampering the development of a company. In fact, the biggest 

future challenge Chinese OEMs will be facing is no more innovation 

capability or know-how, at least not directly, but is the obstacle created by 

governments affecting their normal business. The case of Huawei, ZTE, 

TikTok, WeChat and other Chinese companies targeted by US policies are 

examples of how the pursue of technology could lead to backlashing. As 

Chinese OEMs are investing in sensible technologies like AI, data sharing, 

cloud connectivity and so on, they might encounter similar concerns over 

privacy issues that could spark politically motivated actions against a 

specific company.  

In fact, Chinese OEMs are mostly relying on foreign external suppliers 

through strategic alliances for the provision of also important key 

components of a car, and, as they are going to be still reliant also in the near 

future, this is a liability in case the suppliers would not be allowed to work 

with the Chinese counterpart. 

Understanding how this threat might impact the catching process of firms 

might constitute a new field of study. 
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