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ABSTRACT

Acquisitions initiated by emerging-market multinational enterprises (EMNEs) to
up-markets (i.e. developed markets) are moving at a rapid pace. Apart from their
acquisition motivation questions and questions of financial performance, EMNEs’
distinct home-host linkage mechanism during the post-merger integration (PMI)
process attracts considerable academic and industrial professionals’ attention. Taking
Chinese-market multinational enterprises’ (CMNEs) acquisitions in Germany as
examples, this dissertation provides two published articles that tackle the process
questions of EMNEs’ up-markets’ integration modes and influencing factors. First,
given the current hot argument of cultural influence on acquisition integration, this
dissertation discusses the questions of what and how specific organizational cultural
dimensions in the newly-combined organization effect EMNESs’ integration levels. In
the first publication, I argue that five organizational cultural dimensions (i.e.
adaptability, consistency, involvement, balance, and flexibility) influence EMNESs’
integration levels, in which adaptability can negatively predict EMNEs’ integration
levels. Further, I argue that the question of “how” EMNEs integrations evolve overtime
should be further investigated and the question of “why” EMNEs change their
integration modes should be clarified. The second publication investigates EMNESs’
possible integration evolutions over time and extends the extant EMNESs’ static PMI
framework to be a dynamic integration framework. I argue that EMNESs might change
integration modes into three directions: “partial symbiosis™ and “partial absorption” -
the P-O-O path (partnering - organizational optimization - production optimization),
which is a new evolutionary direction that prior literature has never found before;
“complete preservation” - the P-P-P path (preservation - organizational preservation -
production preservation); “full absorption” - the P-C-C path (preservation -
organizational centralization - production confusion). Most notably, the second
publication solves the question of “why” EMNEs’ integrations evolve to different
directions at different integration stages, in which it incorporates the dynamic capability
perspective as an influencing factor into EMNEs” PMI framework. I argue that
“asymmetric information”, “strategic positions of different-sized targets”, and
“EMNESs’ dynamic capability” are the main influencing factors to effect EMNESs’ up-
markets’ integration changes.
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Like the mini-skirt, discotheques, and anti-war
demonstrations, business mergers and acquisitions were

a fashion of the 1960s.

Brockhaus, 1975

Introduction

As the current widely-discussed topic of international newspaper headlines, EMNEs,
the so-called “emerging giants”, are gradually being regarded as key players in the
global outward foreign direct investment (OFDI) area (Franz et al., 2017; Knoerich,
2010; Lebedev et al., 2015; Park et al., 2018). Significantly influenced by internal or
external geopolitical and economic conditions, like the depreciated currencies or the
weakened domestic market demand, multinationals from emerging economies (e.g.
China, India, Russia, and Eastern Europe) are growing significantly (Franz et al., 2017,
Park et al., 2018). Although a few countries’ counter-globalization infuses some
uncertainty in the global economy, such as the United States turning its focus inward
and the Trump government committing less to upholding the future globalization order,
the majority of countries are assisting in the development of internationalization (Luo
and Tung, 2017). During 1995-2017, the volume of EMNE:s in the Fortune Global 500
rose from 20 to 164 (Luo and Tung, 2017). More than 120 emerging economies are
engaging in OFDI, including over 30,000 multinational enterprises (MNEs), with
investments increasing from approximately $1 billion in 1985 to approximately $409
billion in 2015 (Chaisse, 2017). These emerging giants have essentially changed the
landscapes of OFDI and re-shaped international economic rules (Torres de Oliveira and
Rottig, 2018). Benefiting immensely from the opening up of the international economy,
EMNEs appear eager to fill the void of global economic governance (Park et al., 2018).



Compared with other OFDI forms (e.g. strategic alliance and joint venture), cross-
border mergers and acquisitions (CBM&As) are regarded as the most attractive
activities for EMNEs (Wu ef al., 2016; Zhang et al., 2019). Particularly, China has
become the largest OFDI nation and its CBM&As, especially the acquisitions in
Western up-markets, have significantly increased since 2010 (Fuchs and Schalljo,
2016).

EMNES’ acquisitions have been studied by EMNEs academics from several different
disciplines (Birkinshaw et al, 2000). Four research streams have been identified with
their own distinct theoretical roots and central hypotheses: the capital market/financial
performance school of thought, the strategic management school, the organizational
behavior school, and the process school. (Birkinshaw et al, 2000). The capital market
school’s attention is on financial performance like free cash flow or efficient market
hypothesis to create wealth for shareholders (Birkinshaw et al, 2000). For instance,
despite EMNEs’ CBM&As dramatic increase, their success rates are proven to be low
(Hanemann and Huotari, 2018; Zhou, 2018). Gomes et al. (2013) stated that at least 50%
of EMNEs’ CBM&As were unable to realize shareholders’ expected objectives and
more than 80% underperformed in the first year. Liu and Woywode (2013) supported
that around one-third of CMNEs’ German-market acquisitions are disaster cases, with
one-third only realizing mediocre synergy, and merely one-third being star cases.
Relatively, the strategic management school concerns with the acquisition’s wealth
creation at the individual company level, which is based on the central proposition that
economies of scale, scope, and market power can be realized via related acquisitions
(Birkinshaw et al., 2000). They may involve EMNEs’ acquisition motivations, for
example, the upmarket acquisition seems to be a consequence of EMNESs’ strategic
seeking behavior for gaining up-markets’ proprietary assets (Zhang et al., 2019). While
the organizational behavior school tends to focus on the human side of an acquisition
(Birkinshaw et al., 2000). Some scholars built the acculturation theories to examine the
changes in behavior that result from the forced interaction of two different
organizational cultures (Janson, 1994; Sales and Mirvis, 1984). For instance, Roberts
(1994) clarified that the target’s ‘strong culture’ might potentially impact performance
if it is transferred effectively to the acquirer (Birkinshaw et al., 2000).

Comparatively, the focal point of the process school is acquirers’ actions of guiding the
PMI process. It includes both human/culture integrations and tasks/systems/operations
integrations, which is more comprehensive and more applied than the other schools
(Birkinshaw et al., 2000). The process school argues that potential synergies’
realization and acquisition value creation depend entirely on the acquirer’s ability to
manage the PMI process in an effective manner (Birkinshaw et al., 2000; Haspeslagh
and Jemison, 1991). Currently, EMNESs researchers in the process school commonly
assert that, except for a few emerging multinationals which directly absorb the up-
market resources, most EMNEs prefer to adopt rather lower-level integrations such as



preservation or partnering to utilize the up-market resources they acquired (Gomes et
al., 2011, 2013; Kale and Singh, 2012; Liu and Woywode, 2013; Marchand, 2015,
2017). Why is it that/what factors influence EMNEs prefer such lower-level hands-off
approaches? Do they change their integration modes over time? If they change modes
over time, why/what factors influence their evolutionary decisions? These questions
are pressing issues. Also, some hypotheses remain at a theoretical level with limited
empirical evidence. Accordingly, by investigating CMNEs’ German-market
integrations, this dissertation attempts to illuminate the general issues of “How EMNEs
evolve their up-markets’ integration modes over time?” and “What factors influence
EMNEs’ up-markets’ integrations?”

Critically reviewing the incumbent relevant literature, I underpinned two sub-questions
to examine the unverified assumptions of the extant theory and to further explore the
theoretical peripheries:

1) Is organizational culture an influencer?

Various factors that affect EMNESs’ integrations have been identified (Kale and Singh,
2012; Liu and Woywode, 2013; Marchand, 2015, 2017; Ramamurti, 2012; Sun, 2018;
Torres de Oliveira and Rottig, 2018). Yet voids still remain. Researchers hypothesized
that culture, including cultural differences and specific national and organizational
cultural dimensions, might influence integrations (Weber et al., 2009, 2011). Numerous
studies have examined the effect of cultural differences and specific national cultural
dimensions (Calori et al., 1994; Liu and Woywode, 2013; Morosini et al., 1998; Sarala,
2010; Weber et al, 2009); whereas the influence of specific organizational cultural
dimensions was overlooked. What specific organizational cultural dimensions in the
newly-combined organization influence EMNEs’ integrations? What are the
correlations between them? These questions remain unclear and need to be verified.
The first publication concentrates on solving these issues.

2) Where do EMNEs’ integration roads lead?

Most earlier works made contributions to the question of “what”, namely, the
characteristics or the types of EMNEs’ integrations, on the static conceptual level
(Gomes et al., 2011, 2013; Kale and Singh, 2012; Liu and Woywode, 2013; Marchand,
2015). Recent studies questioned that the current identified EMNESs’ lower-degree
integrations might merely be a temporary static snapshot and could not holistically
reveal EMNEs’ whole integration process (Sun, 2018). Yet limited by EMNESs’ short
up-market acquisition history, few observed EMNEs’ long-term integration evolutions
from a dynamic perspective (Liu and Woywode, 2013). Merely a few potential
evolutionary hypotheses were proposed; yet the debate still remains as assumptions
with rare empirical evidence support. To my knowledge, only Marchand (2015), with
empirical evidence, described EMNESs’ two integration evolutions of strengthening or
weakening the partnering modes by cooperating more or fewer activities. However,
only one empirical study could hardly explain a complicated phenomenon. Are there
any other possible evolutionary directions? Also, as Marchand (2015) stated, he only



focused on explaining “how” EMNEs evolve their integrations rather than “why” their
evolutions occurred. The question of “why” EMNEs change their integrations over time
is still unclear. Where do EMNESs’ integration roads lead? The second publication
focuses on addressing both the two questions: “how” and “why” EMNEs evolve their
integration modes over time.

The first publication, based on the extant “static” EMNEs’ integration theories,
supplemented the research gap of “culture influences EMNEs’ integrations” by
disclosing specific organizational cultural dimensions’ effect on CMNEs’ German-
market integration levels. Totally 120 questionnaires were distributed to the Chinese
and German managers and employees at 12 CMNEs’ German-market acquisition cases.
I argue that CMNESs’ integration levels in the German-market are mainly influenced by
five principal organizational cultural dimensions (i.e. adaptability, consistency,
involvement, balance, and flexibility). Amongst them, adaptability was found to be a
predictor for predicting CMNEs’ integration levels, with a significant negative
implication.

The second publication further extended EMNEs’ acquisition integration theoretical
peripheries by uncovering “how” CMNESs’ integrations in Germany evolve in long-
term multi-stage conditions from a dynamic standpoint. Compared with prior
hypotheses and observations, I found out a new evolutionary direction to “partial
symbiosis” and “partial absorption”, which has never been identified before. Most
notably, this publication also solved the question of “why”: it clearly figured out the
main influencing factors that affect EMNEs’ integration evolutions at different
integration stages, in which it incorporates the dynamic capability perspective as an
influencing factor into EMNEs’ PMI framework. A total of 25 interviews were
conducted with 21 Chinese and German managers and employees from 6 CMNEs’
German-market acquisition cases. I argue that CMNEs might take a segmented linear
integration path in Germany, from the initial-stage nearly no integration (about the 1%
year after deals closed) to mid-term organizational integration (around the 2" to 3%
year) and then to long-term production integration (about the 4" year and beyond). It
contains three sub-directions: “partial symbiosis” and “partial absorption” - the P-O-O
path (partnering - organizational optimization - production optimization); “complete
preservation” - the P-P-P path (preservation - organizational preservation - production
preservation); “full absorption” - the P-C-C path (preservation - organizational
centralization - production confusion). The initial nearly no integration is mainly
impacted by asymmetric information and different sized targets’ strategic positions;
whereas different organizational and production integration degrees in mid-term and
long-term stages are primarily influenced by CMNEs’ different dynamic capabilities
(i.e. the capability of sensing the targets’ potential threats and development potentials,
and the capability of capitalizing on the targets’ resources). Moreover, CMNEs’
corporate ownership is not found to be a significant influencing factor. By



supplementing and extending the extant EMNEs’ integration theories, these two
publications jointly answered the general research questions proposed at the beginning
of this dissertation.

This dissertation will proceed as follows: Chapter 1 on page 6 will provide the reader
with an overview of the theoretical studies surrounding EMNESs’ internationalization
and an outline of Chinese acquisitions in the German market. Chapter 2 on page 10 will
discuss the extant research regarding EMNESs’ post-acquisition integration modes and
influencing factors in detail, followed by a discussion of the two issues in the current
context of EMNEs’ up-market post-acquisition integration. I will make the case that
the research of EMNESs’ integration modes and influencing factors is insufficient.
Ignoring the effect of specific organizational cultural dimensions and the evolutions of
EMNESs’ long-term multi-stage integrations makes the research in this field
fragmentary at best. Chapter 3 on page 21 will explain the methodological
considerations of investigating the above noted two issues. Chapter 4 on page 29 will
present the extended abstracts of the two published articles that solved the two issues
mentioned in previous chapters. Chapter 5 on page 32 will provide a concluding
discussion that brings the findings from the two articles together to comprehensively
answer the general research questions of this dissertation. Also, theoretical and practical
contributions will be highlighted, and the research limitations and potential future
research avenues will be elaborated in this chapter.



Surges of direct investment from a particular country into
Europe are nothing new. Each time an FDI “invasion”
has occurred, it has caused unrest both at a governmental
level, due to concerns about the loss of national
sovereignty, and at the local level among companies
concerned about the competitive threat by the supposed

interlopers.

Yang et al., 2019

Emerging Giants’ Internationalization

This chapter first outlines the theoretical studies of EMNESs’ internationalization and
then expounds on the status quo of CMNEs’ German-market acquisitions by employing
the relevant studies and the current business and political debates.

1.1 Emerging-Market Multinationals’ Internationalization

The early part of this century has witnessed a visible rise of CBM&As from emerging
economies (e.g. China, India, Russia, Eastern Europe, Latin America) (Kumar, 2009;
Park et al.,, 2018). Acquirers from emerging economies began to shine in the global
M&As area, which promoted some in academia to assume that the fifth
internationalization wave has begun (Dawes, 2008; Knoerich, 2010; Li, 2003, 2007,
Wang et al., 2014). Ramamurti (2012) deemed that EMNESs have transformed from the
former OFDI recipients to be the senders of foreign investments after the US, Europe,
and Japan. US acquirers constituted the prominent players in the first three acquisition
waves and acquirers from Europe and Japan dominated the fourth global acquisition
wave (Kale and Singh, 2012; Kumar, 2009; Park et al., 2018; Zheng et al., 2016).
Compared with the earlier waves where DMNEs invested towards the recipient
countries with equal or lower status, EMNESs’ investments targeted at the developed
countries are rising (Weitschies, 2019). The validity of traditional theoretical
consensuses that focus on the internationalization of DMNEs began to be questioned



(Li, 2007). A growing concern occurred about the incomplete coverage of the
traditional consensuses’ spatial and temporal processes (Alaaraj et al., 2018; Cirjevskis,
2017; Cogman and Tan, 2010; Li, 2007).

Of the traditional theoretical consensuses, Dunning’s (1995) OLI Model (ownership-
location-internalization) has long been of vital importance in explaining DMNEs’
internationalization. It emphasized three basic advantages (Dunning,1995); the
ownership advantage is the prerequisite to extend MNEs’ proprietary assets to host
markets; the location advantage refers to specific FDI sites’ locational attractions; the
internalization advantage can internalize activities that are dispersed across numerous
borders to build economies of scales. However, despite addressing various
internationalization issues like strategic alliance implications, concerns criticized that
the OLC paradigm can only explain EMNESs’ internationalization within a certain
limitation (Li, 2003, 2007; Luo and Tung, 2007; Mathew, 2006). The issue of criticism
surrounds EMNESs’ apparent lack of ownership advantage (Luo and Tung, 2007;
Mathew, 2006). The OLI paradigm primarily stresses reducing transaction costs and
risks, exploiting the ex-ante advantages via internalization and applying MNEs’ extant
internal advantage to the host markets (i.e. asset-exploitation) (Dunning, 1995). In
contrast, EMNESs’ technological abilities and brand strength are obviously inferior to
the up-market targets they acquired (Mathews, 2006; Meyer et al., 2014; Schweizer,
2005; Zahra et al., 2006). Unlike the multinational early-movers who intend to exploit
their ex-ante strengths, the latecomers of emerging economies underline enhancing the
transaction value and exploring the ex-post new resources (e.g. disadvantage-triggered
exploration, leverage-based or cooperation-based exploration) (Li, 2007). These
latecomers mainly consider internationalization as an asset-seeking means of exploring
the overseas resources that they acutely need to overcome domestic disadvantages (Li,
20003, 2007). In this sense, ownership advantage might be a strategic goal or motive,
rather than a precondition, for EMNEs’ internationalization (Luo and Tung, 2007;
Mathew, 2006).

The significant growth of EMNEs’ foreign investments has contributed to the emersion
of new explanatory paradigms (Alaaraj et al., 2018; Deng et al., 2018; Franz et al.,
2017). The well-known EMNESs’ internationalization theories are represented by
Mathew’s (2006) L-L-L framework (linkage-leveraging-learning) and Luo and Tung’s
(2007) springboard perspective. Specifically referring to the internationalization of the
multinationals from developing countries, Mathew (2006) explained EMNEs’ rapid
internationalization growth by stating that: driven by their ownership “disadvantages”,
EMNESs expand their internationalization through firstly linking to international actors
and then iteratively leveraging and learning from them to build their own firm-specific
advantages. He, therefore, emphasized the role of networks and learning in EMNESs’
internationalization and indicated that a firm’s internationalization might not always be
restricted to its own competitive advantages (Mathew, 2006). Another famous concept



that strives to explain EMNEs’ internationalization is Luo and Tung’s (2007)
springboard perspective. In this concept, EMNEs utilize the strategic asset-seeking
CBM&As as a “springboard” to overcome domestic laggard constraints, bolster home-
based capabilities portfolios and enter into advanced markets bypassing trade barriers
(Luo and Tung, 2017). Compared with those EMNEs who invest in the developing
markets for seeking natural or cheap labor resources, the EMNEs who invest in up-
markets focus more on strategic asset-seeking (Luo and Tung, 2007, 2017). This
flexible take-off board endows EMNEs with acquiring critical assets (e.g. global
markets, technological know-how, brands) from the developed markets and
augmenting their mass manufacturing capabilities (Luo and Tung, 2007, 2017).
Intentionally designing their upward spiral springboard actions as long-range and
systematic plans, these EMNEs are able to better equip their capabilities to overtake
their global rivals, and boost their global competitive positions to leapfrog to new
heights on the global stage (Luo and Tung, 2007, 2017).

1.2 Chinese Multinationals’ German-Market Acquisitions

Taking Germany as its main investing recipient, China has begun to steadily increase
its outward investments in the German market since the 2008 global financial crisis
(Fuchs and Schalljo, 2016; Giessner et al., 2016; Hanemann and Huotari, 2018;
Hoffman, 2013; Lebedev ef al., 2015). With the purpose of accessing German-market
strategic assets (e.g. high-end technologies, famous brands) and solid regional networks
(e.g. the European market), the majority of Chinese investors choose acquisitions rather
than greenfield investments (i.e. establishing new subsidiaries) as their investment
modes in Germany (Weitschies, 2019). German Mittelstands are the most popular
targets for Chinese investors, which usually hold highly cutting-edge technology and
well-known brands with well-established global suppliers and customer networks
(Hanemann and Huotari, 2018). Particularly, the German automotive and machinery
industries are the most attractive sectors for investors from China (Giessner et al., 2016;
Weitschies, 2019). Many German firms in these specific industrial segments are world
pioneers with sophisticated international competitive advantages (Fuchs and Schalljo,
2016). Meanwhile, China is the most attractive buyer for German targets as well
(Weitschies, 2019). These acquisitions are mainly driven by the strategic
complementary need that Chinese buyers are eager for strategic development while
German sellers usually need fresh financial funding (Liu and Deng, 2014; Meyer et al.,
2014; Musacchio and Lazzarini, 2018). By combining Chinese low-end products and
German high-end segments together, both sides can expand the product range and gain
easier access to each others’ markets (Knoerich, 2010).

Generally, Chinese greenfield investments are concentrated in Hamburg, an important
German logistics hub, while their acquisitions primarily flow to the Ruhr area, Greater
Frankfurt area and some areas of Baden-Wiirttemberg and Bavaria (Weitschies, 2019).
A large number of the Chinese diaspora in the Ruhr area, especially in Dusseldorf, serve



a crucial role in personal connections between the two countries’ acquisitions
(Weitschies, 2019). The acquisitions in the Frankfurt area, as the German financial
center, mainly benefit from the local Chinese association, the favorable flight
connections as well as numerous local Chinese banks (Weitschies, 2019). While the
attraction of the other two regions is brought from their outstanding mechanical
engineering industries and formidable regional economies (Weitschies, 2019). Since
2009, Chinese state-owned investment shares decreased while Chinese private
investors began to dominate German investment (Weitschies, 2019).

Some research systematically recorded the issues of workers’ human rights in Chinese
acquisitions in Germany. Franz ef al. (2017) found that only two cases triggered intense
employee resistances. The fears of job loss or employee rights infringements are partly
caused by the media’s negative reports (Franz et al., 2017). These reports dominated
the early years of Chinese acquisitions in Germany, but slowly became more positive
since 2010, and those fears proved to be exaggerated (Franz et al., 2017). Other research
focused on German managers’ perceptions. Fuchs and Schalljo (2016) detected that
despite sharing a common mission for future development, many German executives
were inclined to distance themselves from Chinese investors by claiming more
independence and autonomy. Fuchs and Schalljo (2016) confirmed and explained that
this might be firmly rooted in the belief that Chinese investors seemed to disrupt the
“Western” professional ethics. German managers have to endure the Chinese opaque
“wait-and-see” strategy and thus are often concerned about the hazy future (Fuchs and
Schalljo, 2016). Si and Liefner (2014) assumed that Chinese acquisitions are inhibited
by some cognitive distance such as the differences of language, business rules or culture,
yet CMNEs usually lack the corresponding resolution mechanisms, such as the
qualified talents who understand both cultures. In 2016, Chinese acquisition volumes
in Germany surpassed the prior years’ levels and reached their investment peak
(Musacchio and Lazzarini, 2018; Rao-Nicholson ef al., 2016), which sparked a fierce
and renewed academic discussion that surrounding the high sales of German know-how
and the realization of acquisitions values of German high-tech industries like robotics
(Weitschies, 2019). There was some discussion on whether there should be adjustments
of German foreign trade laws to prevent CMNEs’ acquisitions in order to keep state
security (Hanemann and Huotari, 2018). Although no changes occurred in German
foreign trade laws, CMNEs’ acquisitions declined in 2017, which might indicate that
Chinese investors feel strained with the German investment climate (Weitschies, 2019).



Two Issues in EMNES’
Up-Market Post-Merger Integration

This chapter first presents the incumbent theoretical grounds of EMNEs’ integration
modes and the identified influencing factors in detail, as a research basis of this
dissertation. Then this chapter proposes the two issues in EMNEs’ up-market post-
acquisition integrations: “Is organizational culture an influencer?” and “Where do
EMNESs’ integration roads lead?”, to highlight the gaps in this research area that this
dissertation strives to fill.

Although revealing the unique motives of EMNEs’ rapid up-market international
evolution, EMNEs’ internationalization theories fail to elucidate the linkage
mechanism and processes of EMNEs’ domestic bases and external expansions (Shaukat
et al., 2016; Torres de Oliveira and Rottig, 2018). The internationalization of EMNEs
is obviously neither linear nor seamless but encounters enormous barriers (van den
Oever and Martin, 2018). A successful leapfrog to internationalization requires
immense capabilities of cross-border orchestration, and acquisition gains need to be
underpinned and nurtured by an orchestration integration system (Si and Liefner, 2014).
This is crucial for the business ecosystem integration of the dispersed operational
activities within home bases and global subsidiaries (Weitschies, 2019). However, in



these aspects, many EMNE:s are actually not gifted (van den Oever and Martin, 2018).
It is commonly believed that EMNEs should learn lessons from DMNEs who have
tremendous integration experience (Angwin and Meadows, 2015; Chen et al., 2016;
Cogman and Tan, 2010). EMNEs, however, create their unique home-host linkage
mechanism to orchestrate their international operations and spur their global expansion
(Kale and Singh, 2012). Emerging multinationals’ distinctive up-market integrations
are considered to go beyond earlier DMNEs’ research boundaries and have challenged
conventional wisdom (Marchand, 2015; Sun, 2018).

Conventional scholars of the organizational behavior school proposed various
acculturation integration modes. For instance, Nahavandi and Malekzaden (1988)
focused on acculturative stress and put forward 4 integration modes (i.e. separation,
assimilation, integration, and deculturation). Mirvis and Marks (2011) stressed culture
changes with 5 integration modes (i.e. preservation, absorption, transformation, reverse
takeover, and best of both). However, as I mentioned above, the focal point of their
stream is human or culture. Comparatively, research in process school put forward
various integration modes based on earlier DMENSs’ acquisitions (Angwin and
Meadows, 2015; Brockhaus, 1975; Haspeslagh and Jemison, 1991). Of those,
Haspeslagh and Jemison’s (1991) framework is highly recognized and most popular
(Figure 1). When choosing integration types, two essential structuring factors should
be considered (Haspeslagh and Jemison, 1991): “need for strategic interdependence”
and “need for organizational autonomy”. Four ideal-typical modes are built on these
two criteria. The first: absorption, means quickly and significantly aligning and
absorbing the target’s structures and practical systems to the acquirer’s group, which is
predominantly used by the majority of DMNEs to quickly exploit their global assets.
The second: preservation, maintains the target’s status quo as original and restricts the
changes to the absolute minimum. The third: symbiosis, aims at learning from each
other and sharing both sides’ qualities, which is the most challenging approach to
balance autonomy and integration. The fourth: holding, is generally used by financial
investors who have no subsequent integration but create values mainly via financial
dividends transfers and risk-sharing.

Obviously different from the drastic absorption adopted by most DMNEs, in order to
explore rather than exploit critical up-market resources, EMNEs tend to avoid adjusting
the targets’ structures or systems to guarantee the utmost learning potentiality
(Birkinshaw et al., 2000; Kumar, 2009). Earlier EMNEs studies broadly stated that
EMNESs might employ a cautious lightly integration procedure (Birkinshaw et al., 2000;
Kumar, 2009). Kumar (2009) observed a sketchy impression of EMNEs’ integration
characteristics in up-markets: nearly no integration except only quickly tackling the
targets’ reporting systems (e.g. speak the same financial language, see the same reports,
set similar benchmarks), not disturb the targets’ management structures, systems, or

people unless necessary. Birkinshaw et al. (2000) named these traits as “high road” that



Figure 1. Types of acquisition integration modes (based on DMNEs’ acquisitions)
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EMNEs deliberately and cautiously retain the target’s resources and autonomy and then
gradually interact two sides and reinforce it at a rather slow speed. Unlike DMNEs’
severe and quick control via deploying home nationals, EMNEs prefer keeping the
hosts’ top management teams and delegating enormous autonomy to the targets
(Birkinshaw et al., 2000). Cogman and Tan (2010) noticed similar characteristics and
name them as “light-touch” only controlling a few key performance indicators;
communicating strategic directions quarterly and annually; limited back-office
integration to technology transfer or cross-selling. Kale and Singh (2012) agreed that
EMNEs tend to “partner” with their up-market acquiring firms through granting
immense autonomy and selectively coordinating activities. Frontier subsidiaries remain
“structurally separate” from EMNEs even though there are expected to have deep
synergy potentials (Kale and Singh, 2012). Slightly changing the two criteria of
Haspeslagh and Jemison’s (1991) framework to be “structural integration” and “degree
of coordination”, Kale and Singh (2012) identified EMNESs’ three integration modes:
preservation, partnering, and absorption (Figure 2), which is regarded as the most
popular EMNEs’ acquisition integration framework. Amongst them, “partnering” has
been identified as EMNESs’ predominant choice (Kale and Singh, 2012). The partnering
rationale lies in the targets’ structural separation and resource preservation, with high
organizational autonomy and selective activity coordination (Zhang et al., 2019).

Subsequent research disclosed a similar perception. Analyzing 13 cases of CMNEs’
German-market acquisitions, Liu and Woywode (2013) confirmed that all CMNEs in
their cases adopt Cogman and Tan’s (2010) so-called “light-touch” approach to manage
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their German targets. Similar to partnering, in light-touch mode, CMNEs keep the
targets intact and separate. The targets are granted with high autonomy, with CMNEs
passively and inactively offering limited strategic advice. CMNEs selectively
coordinate activities with the targets (e.g. personnel rotation, technical communication)
but do not intervene in their operations. Liu and Woywode (2013) believed that the
“light touch” approach is a combination of “symbiosis” and “preservation”, with a high
complementary potential yet maintaining the two firms’ boundary. Marchand (2017)
further studied 25 cases of French-market acquisitions by emerging multinationals from
13 countries and found that, although not all EMNEs carried out the lower-level
integrations (e.g. a few tightly subjected the French targets yet without any activity
coordination; or directly absorbed them), the majority EMNESs of his cases (including
all of his five CMNEs samples) adopt the partnering or preservation modes. He
emphasized that these identified categories are just ideal types: they are a continuum,
not closed-ended, distinct categories (Marchand, 2015). Torres de Oliveira and Rottig
(2018) investigated a single case of CMNE’s German-market acquisition and, based on
institutional theory and social capital theory, figured out that CMNEs tend to use a
“supportive partnering” strategy. CMNEs prefer to create semi-formal/informal
institutions (e.g. trust, reciprocity, solidarity) with the targets and emphasized the
importance of inter- and intra-organizational network ties and social relationships to
access to target’s resources and facilitate cooperation for mutual benefits (Torres de
Oliveira and Rottig, 2018). Sun (2018) inspected 12 cases of CMNESs’ acquisitions in
five up-markets (i.e. Germany, Italy, US, France, and the Netherlands) and identified
CMNESs’ “Wu-Wei” integration paradigm, including “a top-down effortless integration”
that initiated by CMNE:s to create a harmonious integration climate and “a bottom-up
reverse integration” that conducted by the up-market targets who proactively cooperate
with CMNEs and attempt to solve cultural confusion. Arguably, EMNEs researchers
commonly believe that, apart from a few directly absorbing or tightly subjecting the
up-market targets, most EMNEs prefer the lower-degree hands-off integrations (i.e.
preservation or partnering). Table 1 summarized an overview comparison of the extant
identified acquisition integration modes.

Antecedents that influence EMNEs’ integration-mode choices are complicated and
multiple (Marchand, 2015, 2017). EMNEs’ unique integration preferences compel
scholars to think over EMNESs’ choice antecedents (Marchand, 2017). Prior research
identified various factors that might influence MNEs’ integrations, which are not
unique to EMNESs but might also affect their choices as well. Some scholars explored
the antecedents from the perspective of the international, domestic and sectoral
macroeconomic environment (Haspeslagh and Jemison, 1991; Kale and Singh, 2009;
Liu and Woywode, 2013; Marchand, 2017; Ramamurti, 2012). Haspeslagh and
Jemison (1991) considered the interaction of strategic interdependence and
organizational autonomy. When acquiring up-markets’ complementary rather than



similarity resources, selectively coordinating activities might be sufficient for EMNEs
to create value (Kale and Singh, 2009; Marchand, 2017).

Figure 2. Types of EMNES’ acquisition integration modes

w2
o >Q-4) Absorption
S
=
<
=
on
8
g
=
=
2
Q
=]
= . .
»n 2 Preservation Partnering
Low High

Degree of coordination

Source: Kale and Singh (2012, p.7)

Others argue that integrations are mainly driven by acquirers’ and targets’
administrative heritage (Liu and Woywode, 2013; Marchand, 2015; Meyer et al., 2014,
Sun, 2018; Torres de Oliveira and Rottig, 2018; Wang et al. 2014; Wei and Clegg,
2014). Of them, a few are embedded in the institutional perspective. Wang et al. (2014)
considered EMNESs’ poor institutional and governance environments in their home
countries. It is these country-of-origin factors that might negatively damage the leading-
edge acquiring firms, while preserving the hosts’ resources within the targets could
overcome the home-country shortcomings (Wang et al., 2014). Torres and Rottig (2018)
sustain that compared with severe control, Chinese semi-formal/informal institutions
are more effective to gain acquisition value, as establishing the ties can make the targets
feel valued and appreciated to off-set capability gaps. While a large number of scholars
pay attention to experience, management skills, and learning capability. Kale and Singh
(2012) and Marchand (2015) assumed that EMNEs who have prior acquisition
experience might do not partner with but directly absorb their next acquisitions.
Gaining sufficient knowledge from previous acquisition achievements, some EMNEs
could disengage from the “infant multinationals” stage and become more mature to
heavy-handed intervene in or directly absorb their future acquisitions, as same as
DMNE:s (Kale and Singh, 2012; Marchand, 2015). While Kale and Singh (2012) also
mentioned that in the initial internationalization stage, most EMNEs are novices who
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lack prior experience and sufficient managerial skills to absorb their up-market hosts.
Given their low learning or absorptive capability, they cannot absorb but only lightly
touch the up-market resources (Liu and Woywode, 2013). Meyer ef al. (2014) and Wei
and Clegg (2014) added that this insufficient management capability might lead the up-
market hosts to distrust or resist EMNESs’ integration. Under such conditions, keeping
targets separate and retaining their resources seems logical and advisable (Meyer ef al.,
2014). Sun (2018), from the perspective of Chinese ancient indigenous thoughts,
considered that Chinese Taoist philosophy advocates a “Wu-Wei” management
conception: when faced with asymmetries, one should not force effortful actions
deliberately, but should be effortless and inactive. Then the solutions will emerge
naturally. This “Wu-Wei” management conception formed CMNEs’ “harmony-
focused” integration view: CMNEs have huge gaps and asymmetries with the up-
market targets in terms of resources, capabilities, vision, status. Taoist philosophy leads
CMNE:s to create an effortless, inactive, and harmonious integration atmosphere (Sun,
2018).

Another research stream concentrates on the integration context. Apart from the
contingency factors, the cultural environment is currently a popular discussion topic.
Reexamining Haspeslagh and Jemison’s (1991) framework, Weber et al. (2009) added
the cultural dimension into the integration paradigm and indicated that culture,
including both cultural differences and specific national and organizational cultural
dimensions, also influence integrations. They revised Haspeslagh and Jemison’s (1991)
2-by-2 matrix to a cubic (Figure 3), including three influencing dimensions: synergy
potential, cultural difference, and culture dimensions (Weber et al., 2009). In their
research, they only considered the effect of “uncertainty avoidance”, which is one of
Hofstede ef al.’s (1990) well-known six national cultural dimensions (i.e. power
distance, uncertainty avoidance, individualism/collectivism, masculinity/femininity;
long-/short-term orientation, indulgence/restraint).

Successive studies identified the effect of cultural differences on integration. For
instance, Sarala (2010) indicated that organizational culture differences might increase
integration conflicts, while national culture differences show no influence. Other
studies investigated the influence of other national cultural dimensions. For example,
Calori et al. (1994) found that contrasting with British and Ameican acquirers, French
acquirers’ stronger uncertainty avoidance and power distance preference lead them to
exercise higher-level centralized control. Morosini et al. (1998) suggested that
individualism should be considered when choosing an optimal integration level.
Introducing Weber et al.’s (2009) cultural assumptions into EMNEs’ up-market
integration context, Liu and Woywode (2013) regarded EMNEs’ “light touch” as an
interactive outcome of cultural influences and learning/absorptive capacity (Figure 4).
EMNEs acquirers’ different ownerships (i.e. SOEs and POEs) cause their different
organizational cultures, then affect their different absorptive capacities and finally



influence their integration choices (Liu and Woywode, 2013). Also, they found that the

long-term orientation of Chinese national culture leads CMNEs to regard their up-

market acquisitions as long-term investments to cooperate and grow with the targets

rather than absorb them (Liu and Woywode, 2013).

Figure 3. Influencing factors of international M&As integrations
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Figure 4. Influencing factors to integration modes for Chinese international acquisitions
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2.1 Is Organizational Culture An Influencer?

As discussed above, the effect of cultural differences and specific national cultural
dimensions on EMNEs integration-mode choice has been fully discussed. I applaud the
above noted theoretical advancements. However, cultural-specific dimensions consist
of both national and organizational cultural dimensions (Weber ez al. 2009). What about
the effect of specific organizational cultural dimensions on integration? This point
appears to have been overlooked. Some suggest that it is a firm’s national culture rather
than organizational culture that drives a deeper underlying organization (Laurent, 1986).
National culture might have a stronger effect than organizational culture in an
international firm (Schneider, 1988). However, Hofstede et al. (1990) refuted this,
arguing that even though a firm’s values might be formed by its national culture in early
socialization, organizational culture could affect the subsequent obtaining of its
organizational symbols and management practices. Weber et al. (2009) observed that
considerable practical differences exist among firms with similar national values.
“Organizational culture influences the degree to which strategic planning and human
resources are integrated” (Shearer et al., 2001, p.105).

Integration is an interactive process (Chen et al., 2016). In the CBM&As context,
acquirers inevitably have various operating methods and dissimilar leadership styles,
while all organizational members of the newly combined entity might influence
organizational culture (Shearer et al., 2001). In some sense, new leaders, original
employees, and the freshly combined organizational culture are not independent, but a
systemic phenomenon that influence each other (Shearer er al, 2001). These
correlations in the newly intertwined working environment will steer acquirers to
design their integrations (Shearer et al., 2001). Compared with the unilateral influence
of acquirers’ national culture, organizational cultural elements in a newly formed entity,
such as leaders’ communication, employees’ expectations, resistances or commitment,
might foster the new organization’s structural changes more deeply (Bijlsma-Frankema,
2001). For instance, exploring more synergy might need a high integration level, which,
however, might bring about human resources conflicts and destroy the target’s values
(Weber et al., 2009). Despite a few prior studies captured some blurry signs that
organizational culture might affect integrations, the specific organizational cultural
dimensions and the interrelationships are vague, especially in the context of EMNESs’
up-market integration. What organizational cultural dimensions in the newly
intertwined organization affect EMNEs’ integrations? How do they influence EMNESs’
integration levels? These questions deserve an early focus as they might be of vital
significance in understanding EMNESs’ integration choices. The first publication strives
to fill these gaps by systematically inspecting the influence of specific organizational
cultural dimensions on CMNEs’ German-market integrations.



2.2 Where Do EMNES’ Integration Roads Lead?

The extant evidence shows that besides a few EMNEs directly absorbing the up-market
targets, most EMNEs prefer to employ the cautious hands-off integrations (i.e.
preservation, partnering) (Marchand, 2015). However, recent studies questioned
whether such lower-level integrations could holistically reveal EMNEs’ whole
integration processes (Kale and Singh, 2012; Sun, 2018). Yet limited by EMNESs’ short
up-market acquisition history, few observed EMNEs’ long-term integration evolutions
from a dynamic perspective (Liu and Woywode, 2013). As Liu and Woywode (2013,
P.481) mentioned, “the evolution of light-touch is difficult to identify because of the
relatively short history of Chinese M&A”. Merely a few potential evolutionary
hypotheses were proposed. Kale and Singh (2012) hypothesized that EMNEs’ effortless
integrations might merely be a temporary static snapshot in the early integration stage.
EMNEs initially preserve or partner with their targets to ease the targets’ anxiety,
remove obstacles, and knowing better how to manage the targets, and then might fully
absorb the targets in the mid-term stage. Moreover, Kale and Singh (2012) also
surmised that for the EMNEs who have rich prior acquisition experience, they would
adopt a more heavy-handed approach to fully absorb its next acquisitions right from the
outset, as same as DMNEs. Williamson and Raman (2013) proposed CMNESs’ “double
handspring”: in the first stage of ‘bringing back’ targets’ technology or managerial skill
to use domestically, CMNEs take little impact on the target. While in the second stage
that when the operations in China reinforced, they would start to implement changes to
targets to win the markets outside China. Yet these debates remain merely as theoretical
assumptions with rare empirical evidence support.

To my knowledge, only Marchand (2015) sketchily described EMNEs’ integration
evolutions with empirical evidence: in the mid-term stage, EMNEs might continue their
partnering strategy. According to the initial-stage co-ordination degrees, EMNEs might
coordinate more activities to strengthen the partnering until achieving symbiosis; or, if
the initial-stage coordination proves unfruitful, weaken both sides’ interactions until
completely abandon the targets into a preservation situation and ignore the targets
anymore (Marchand, 2015). He emphasized that partnering is not a static category itself,
but a gradual dynamic process between preservation and symbiosis (Marchand, 2015).
However, only one empirical study could hardly explain a complicated phenomenon.
Are there any other possible evolutionary directions? Also, as Marchand (2015) stated,
he only focused on explaining “how” EMNEs evolve their integrations rather than “why”
their evolutions occurred. The description of influencing factors in his article is
relatively rough and blurry, just explained with one or two sentences. The question of
“why” EMNESs change their integrations over time is still unclear. In addition, no
literature has given a clear explanation of what the boundary of the medium-term stage
is. How long does an integration last before entering into the medium-term stage? How
about EMNEs’ long-term integrations? The division of the timeline of integration
stages seems blurred and unclear and makes prior conclusions vague and confusing.



One can say that this research area still remains underdeveloped fully and needs further
empirical validation and elucidation. The second publication attempts to fill these gaps
by figuring out CMNEs’ potential long-term multi-stage integration changes and the
main influencing factors of these dynamic changes in different integration stages.
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Methodological Considerations

This chapter presents the methodological considerations of inspecting the above
mentioned two issues. Here, it is necessary to note that using different methods for
solving these two issues does not mainly aim at testing each other’s results, but at
providing more complementary materials to understand the dissertation topic more
comprehensively.

With a rigorous procedure of collecting and analyzing both qualitative and quantitative
data and finally merging data for further explanation, mixed research can combine the
advantages and the shortcomings of the two research methods to compare the different
aspects of the research topic and form a more complete understanding of research
questions (Creswell and Creswell, 2018). “In a sense, more insight into a problem is to
be gained from mixing or integration of the quantitative and qualitative data. This
‘mixing’ or integrating of data, it can be argued, provides a stronger understanding of
the problem or question than either by itself” (Creswell and Creswell, 2018, p.213). A
mixed-method design is appropriate to be chosen, depending on four significant aspects
(Creswell and Plano Clark, 2011): firstly, to what extent qualitative and quantitative
research have interacted with or are independent from each other; secondly, the
appropriate priority to address research questions of qualitative and quantitative
methods. Are they equally important? Or is quantitative data more emphasized, with
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qualitative research placed on the secondary supplementary? The third aspect is the
time of conducting qualitative and quantitative research, concurrently during a single
period, or sequentially during several distinct phases over the research timing of the
program. Fourthly, the stage the research mixes or integrates qualitative and
quantitative data, during both sets of data are collected or analyzed, or during the final
interpretation step after all data are analyzed.

Instead of adopting the traditional core mixed research strategies that are mainly to test
or verify each other’s results (i.e. convergent design, explanatory sequential design, and
exploratory sequential design), I used the recent emerged mixed-methods branch, the
so-called “embedded design”, which incorporates a secondary method as a supportive
method within a primary quantitative or qualitative research design (Chen et al., 2016).
For instance, some studies embedded a quantitative experimental design (e.g.
instrument data, numeric records like census data) within qualitative data (e.g. open-
ended interviews, observations, documents, and records) (Chen et al., 2016). The main
purpose of the secondary data is not to test the findings of the primary data but for
assisting in understanding the topic more comprehensively, providing more
complementary material (Chen et al., 2016; Creswell and Creswell, 2018). Given the
research focus and the limited research time, [ designed a qualitative case study research
as a primary study and a quantitative questionnaire survey as a secondary
supplementary to provide more materials to understand the topic of this dissertation.

In particular, limited by the journal’s word requirement, the methodology of the first
publication was not fully displayed; therefore, providing a complete methodology
description in this chapter seems necessary.

3.1 Questionnaire Survey of Organizational Culture and Integration Levels
A questionnaire survey was used to look into the principal organizational cultural
dimensions that influence CMNEs’ integrations and the potential correlations of these
dimensions and CMNESs’ integration levels. A questionnaire survey is a useful
alternative for observational studies because it is able to collect a large amount of data
within a short timeframe (Nauta and Kluwer, 2006; Sekaran and Bougie, 2013).

Questionnaire design

An online questionnaire was designed using Survey Monkey, with a declaration of the
research purpose and assurance that the respondents’personal information would be
anonymous and their individual opinions would be kept highly confidential.
Additionally, they could participate in or opt-out of this survey at any time. The former
part of the questionnaire consists of warm-up personal and organizational background
information questions, followed by a single-choice question that, among “preservation,
partnering, absorption”, which integration mode is used by their CMNEs. These modes
represent different integration levels of “low, medium, high” respectively. The
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definitions of these modes and the integration levels they represent were clearly
illustrated in accordance with Kale and Singh’s (2012) framework so that the
respondents could understand them easily. The final part of the survey includes 26
organizational cultural statements that were assessed by the five-point Likert scale,
ranging from 1, indicating completely unimportant, to 5, indicating very important, for
respondents to express their perceptions on the influencing degree of these
organizational cultural statements to their CMNEs’ integrations. A questionnaire
containing Likert scales is the most common method to study interval variables (Dawes,
2008). Five or seven-point scales can highly improve the reliability and validity, among
which the five-point scale is the most popular and reliable one, while more meticulous
scales are not able to realize the reliability (Dawes, 2008; Paavola, 2014). A total of
26 organizational cultural statements were proposed from Denison’s Organisational
Culture Questionnaire (DOCQ) (Denison et al., 2003). DOCQ is highly recognized as
a robust assessment tool for assessing an organization’s organizational culture and its
strategic preference. DOCQ’s organizational cultural statements are compatible with
an organization’s strategic emphasis and environmental needs (Tabatabaei and
Faramarzi, 2015) and helpful for assisting organizations that are undergoing post-
acquisition integrations to prioritize their intervention efforts (Denison et al., 2011).
Given that the DOCQ’s 60 items are too cumbersome to fully apply, it is necessary to
revise them to better target them for CMNEs’ German-market integration situation.

All research should be tested on its validity and reliability (Hair et al., 2006). Some
DOCQ items were chosen based on prior literature and the knowledge of one of our co-
authors who is a professional M&A practitioner with almost twenty years of Chinese
CBM&As experience. Then, two Chinese M&A practitioners were invited to evaluate
these items. According to their critical feedback on the understandability of the
statements, we deleted and added partial items iteratively and finalized 26 statements
so that respondents would be less likely to be overloaded, and then, further polished
some statements to express the meanings more clearly.

Sample selection and data collection

There are two sampling methods for survey population: probability sampling which
collects a representative group from population randomly; and non-probability
sampling which selects a particularly representative group, whose results can not be
generalized to the general population but assist in exploring a phenomenon in-depth
(Frey et al., 2000; Paavola, 2014; Rubin et al, 2010). This survey adopts a non-
probability sampling. First, this research focuses on CMNEs’ German-market
integrations. In 2016, China’s CBM&As investment totaled US$218 billion and
surpassed the United States and became the largest exporter of CBM&As for the first
time (Chinese Ministry of Commerce, 2017). Meanwhile, Chinese acquisitions in
Germany increased significantly since 2010 and reached its peak in 2016. Germany can
provide targets for various Chinese investors and became the largest recipient of

23



China’s FDI in Europe (31%), with a solid manufacturing foundation, strong R&D
capabilities in many technical fields, a lot of key knowledge in popular fields such as
biopharmaceuticals and electric vehicles (Chinese Ministry of Commerce, 2017).
Moreover, targeting the acquirers and the acquiring firms from the same home and host
countries could not only exclude national cultural influence but also guarantee a
consistent host-country institutional context: it is crucial to consider both home and
host country contexts. Second, our targets are Chinese and German who work at
German targets and participate in the PMI decision-making process. This may include,
apart from German top-level managers of various departments, those Chinese top-level
managers dispatched by Chinese parent firms to work at German targets. Some of them
may be appointed as chief executive officers (CEOs) while others might have no real
power or hold no actual positions such as “consultants” or “communication bridges”.
Additional targets were those Chinese mid-level managers and employees dispatched
by Chinese parent firms to work at German targets as “supporters” (i.e. deputy
managers), “communication bridges” or the “watchers” of Chinese parent firms. They
are also able to participate in PMI decision-making procedures. To ensure our criteria
were clear, we asked a premise question to the potential respondents of whether they
participate in the PMI decision-making process or not. If their response was yes, they
could proceed to answer the questionnaire; if not, they were requested not to continue.
Third, we specifically chose the samples of Chinese strategic buyers who purchased
over 50% shares. The samples purchased by PEs, liquidator buyers or the buyers who
purchased shares less than 50% were excluded as they are usually financial investors
who do not conduct subsequent integrations. Besides these criteria, we did not set any
other criteria for increasing the diversity of samples.

Potential samples were selected from PWC’s (2016) report of “Chinesische M&A-
Aktivititen in Deutschland”. This report has organized the data from Capital 1Q and
Mergermarket and listed the per year top 10 CMNEs’ acquisition transactions in
Germany between 2010 and 2016. We manually reevaluated the data list to ensure the
data accuracy and ruled out the samples that do not satisfy our criteria. Finally, 38
appropriate potential cases were chosen. We called the German targets’ HR department
of each case to inquire whether they would permit us to distribute questionnaires and
finalized 12 feasible cases. Then, the contact details of the potential respondents were
searched from firms’ websites, social media accounts, such as LinkedIn. Additionally,
we also requested the identified respondents and HR employees to utilize their personal
networks to forward the questionnaire to more potential respondents who match our
criteria.

A total of 120 questionnaires were distributed via e-mails in August of 2016. Eventually,
excluding 3 invalid responses (i.e. incomplete questionnaires), 67 valid questionnaires
were received within about three months, with a response rate of about 56%. We
regarded a sample of 67 as reasonable to conduct the dimensionality reduction via
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principal component analysis (PCA) as follows: first, the original measurement of our
data shows high reliability and cumulative percentage, which means it is sufficient to
achieve the stability of eigenvalues and eigenvectors; second, considering the actual
situation of our research, sampling difficulty limited us from collecting large samples.
Our targeted respondents are mainly international companies’ managers who can make
decisions, whose number in one sample is usually quite small, and who are often very
busy (generally, about 5-10 individuals in one sample can meet our criteria); third, the
respondents’ wariness of leaking any confidential business information increased the
sampling difficulty. Budaev (2010) stated that small samples (N > 40) can be adequate
when samples are difficult or expensive to collect while the original data measures are
well-conditioned (i.e. high reliability and, as Rea and Rea (2016) stated, high
cumulative percentage of 70%-90%). Barrett and Kline (1981) suggested that fora PCA
behavioral research, a minimum sample size should be N = 50. Considering the above
situations and research time and costs, we did not further enlarge our samples.

Data analysis

The numerical data were analyzed using MS Excel and SPSS 23.0 statistical software.
Raw data were numbered and imported into Excel to facilitate the subsequent analysis
more conveniently. The options for background information questions were numbered
0, 1, 2, 3, ... n and the options for the integration modes of “preservation, partnering,
absorption” that represented the integration levels of “low, middle, high” were
numbered 1, 2, 3 respectively. The 26 statements were numbered from Q1 to Q26 and
the Likert scale options of each statement were numbered 1, 2, 3, 4, 5. Next, respondents’
numerical choices were entered into Excel, with randomness checking to ensure the
accuracy of the entered data.

Primarily, the PCA was used for dimensionality reduction to identify the main
organizational cultural dimensions that influence CMNEs’ integrations. PCA
thoroughly explains the loadings of statements that measure distributive and integrative
components (Field, 2009). The statements that were measured within the same
dimension might have a potential correlation and autocorrelation among the statements
can be eliminated by PCA without too much information being lost (Field, 2009).
Before performing each round of dimensionality reduction, we tested the reliability and
internal consistency of the statements. Cronbach’s alpha calculation is commonly
regarded as the most effective measurement for testing reliability (Field, 2009). Kaiser—
Meyer—Olkin (KMO) and Bartlett’s tests were conducted to ensure the feasibility and
validity of performing PCA. Three rounds of maximum orthogonal rotation and
extraction were conducted. In each round, those statements whose absolute value was
less than 0.60 were deleted until the final round with all extracted statements’ absolute
values above 0.60 (Jolliffe, 1972). Five principal organizational cultural dimensions
were finally extracted. Afterwards, a universality test was performed using one-way
ANOVA to verify whether there were differences in demographic variables in
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evaluating the importance of the extracted indicators. Finally, to further explore the
correlation between the extracted five principal organizational cultural indicators and
CMNEs’ integration levels, the bi-variate Spearman’s correlation was computed,
regarding the Likert mean scores of the five extracted dimensions as dependent
variables.

3.2 Case Study of EMNES’ Integration Evolution

Case selection

A multi-case research method was adopted to analyze CMNEs’ German-market
integration changes. A multi-case method can not only overcome the drawback of
idiosyncratic observation of a single case but also extend the findings’ adaptability via
cross-case comparison in various contexts (Lebedev et al., 2015). Purposive, multi-
criterion sampling favors in-depth cross-case comparison (Lebedev er al., 2015).
Samples concern CMNEs’ German-market integrations for two reasons. First,
Germany attracts massive attention from Chinese investors. The Chinese Ministry of
Commerce (2017, p.117) stated, “among China’s outward FDI flows to the European
Union, Germany ranked first’. Second, this research attempts to identify the
integrations that were mainly decided by CMNEs. Regional effects would not influence
the research results. Additionally, we narrowed the samples down to the industrial
sector to stress the representativeness of CMNEs German-market acquisitions.
Previous research discovered that it was hard for case study to generate results to fit all
industries; therefore, concentrating on a typical sector could be helpful for exploring a
broader phenomenon (Schweizer, 2005). The advanced technical and managerial
knowledge of German industrial sectors is of vital crucial to CMNEs, with 51.8% of
Chinese OFDI in Germany flowing to manufacturing services (Chinese Ministry of
Commerce, 2017). Finally, Zheng et al. (2016) claimed that the cases at an earlier
integration stage (i.e. the initial 6-12 months after deals closed) could not show visible
integration signs. Hoffman (2013) added that multinationals usually generate at least
two integration waves: the first year which includes an oversight; and the second to
third years which address external and internal constraints such as political regulations
to remove barriers for further in-depth integration. Therefore, the ideal cases should
have begun at least 4 years ago so that the CMNESs’ long-term integration changes could
be inspected. To this effect, cases that occurred after the year 2014 were excluded as
this research was conducted in 2017.

We searched for potential samples from the acquisition report of SMB Consultants
(2017), which organized the data from Mergermarket and listed major Chinese
acquisitions in Germany from 2005 to 2017 (191 cases in total). To ensure accuracy,
we reexamined the listed cases manually and ruled out the ones that do not meet our
criteria. Amongst them, there were 94 cases that occurred before 2014, with 30 not in
the industrial sector and the firms of 8 cases had closed permanently. Eisenhardt (1989)
advised that for a case study, investigating 4 to 10 cases is generally typical and
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appropriate. From the remaining 59 potential samples, we first contacted four potential
samples via emails, phone, and personal networks. Four cases initiated by CMNEs with
different corporate ownerships were selected purposely to further investigate the cross-
case comparability, and of them, two were initiated by Chinese privately-owned
enterprises (POEs) and two were by Chinese state-owned enterprises (SOEs). After
excluding an SOE acquisition case who refused our research requests, we successfully
contacted the participants of another SOE acquisition case. Initial data analysis of the
first four samples was conducted, with a result that indicated further research was
needed. Hence, we contacted and analyzed two more cases: one POE acquisition case
and one SOE acquisition case. The results began to be repetitive, from which no more
new insights could be extracted. Therefore, the study was eventually finished with six
qualified samples.

Data collection

In terms of collecting data, semi-structured in-depth interviews were conducted.
Different from a closed questionnaire in a fixed format, a semi-structured questionnaire
not only has a standard structure and the elements to guarantee the follow-up
comparability but also provides researchers the flexibility to revise the questions in the
light of respondents’ different backgrounds and knowledge boundaries (van den Oever
and Martin, 2018). Basic interview questions about structural integrations and activity
coordinations were designed according to Kale and Singh’s (2012) framework.
Additional questions of organizational structures and production changes were
developed to further disclose CMNEs’ potential integration changes. Questions were
summarised in twofold. On the one hand, the interviewees were requested to describe
and comment on CMNEs initial interference to German targets’ organizational
operations (e.g. autonomy, decision-making processes) and production operations (e.g.
technical transference, the changes of production modes); then describe German targets’
reactions to CMNEs’ interference. Second, they were requested to state if there were
any changes later. If so, when the changes occurred and why and how the changes
happened.

Three experienced M&A consultants, who were working in Germany, were invited to
evaluate the validity of the interview questions. Based on their suggestions, we revised
the expressions of some questions to be more clear and easier to understand. A series
of 25 interviews were carried out with 21 Chinese and German respondents, from
March 2017 to September 2018, via face-to-face, Skype, or telephone conversations.
Generally, each interview lasted from 40 minutes to two hours. We adjusted the
questions flexibly according to different respondents’ different identities and
knowledge boundaries; meanwhile, the basic interview structure remained to guarantee
the data comparability at a later stage. All respondents were allowed to freely narrate
their abundant observations. Later, four respondents were re-contacted to decipher the
ambiguous information from their first-round interviews. The respondents had been
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working in German target firms for more than four years and all directly participated in
the PMI process so that they were able to provide insights into the long-term integration.
Besides this, we collected second-hand archival data for supplementation and
triangulation via prior literature, the press reports, and the firms’ official websites and
internal reports.

Data analysis

The interview data were organized and analyzed heeding the established processes of
content analysis and coding techniques (Charmaz, 2014; Erlingsson and Brysiewicz,
2017; Yin, 2003). First, the recorded data were transcribed into text in anonymity with
the requirement of the respondents. After that, we used MAXQDA 12 software to
organize and analyze the data via extracting and coding phrases, terms, and sentences
from the interview materials. MAXQDA 12 aims at exploring qualitative data by cross-
referencing theory and data, and through adjusting codes readily to build a systematic
and hierarchical coding tree with categories and themes (Charmaz, 2014).

We first addressed the case (Case D) that was the easiest to categorize as follows. The
first-order coding elements were built on the basis of Kale and Singh’s (2012)
framework, regarding several topics (e.g. autonomy, interventions, organizational and
operational changes, knowledge transference, activities coordination, alignment with
Chinese systems). These basic-level codes were then categorized and synthesized to
higher-level themes. The most distinguished case (Case D) displays three obvious
integration changes stages, namely, the initial stage (the first year after the acquisitions),
the mid-term stage (about the second to the third year) and the long-term stage (the
fourth year and beyond). To highlight the follow-up comparability, we applied this
temporal division when coding the remaining cases. This approach originates from the
replication logic, which regards each sample as a different experiment to confirm or
disconfirm the prior observations (Zheng ef al., 2016). It is necessary to note that the
temporal division here aims at conceptualizing the integration process at several
different stages. The practical stages boundaries, however, might be less clear than our
simple description, as the actual condition is generally more complicated. The rest cases
were coded one by one successively, followed by a cross-case analysis with constant
development and upgrading of the coding elements and themes. We coded the
conceptual themes and categories iteratively and retrospectively until a theoretical
saturation framework arose.

28



Two Articles — Extended Abstracts

4.1 Organizational Culture Affecting Post-Merger Integration

The extant research discovered that most EMNEs prefer to adopt lower-level hands-off
integration strategies like preservation or partnering, to integrate the up-market targets
they acquired, except for a few that directly absorb them (Cogman and Tan, 2010; Kale
and Singh, 2012; Liu and Woywode, 2013; Marchand, 2015, 2017; Sun, 2018; Torres
de Oliveira and Rottig, 2018; Zhang et al., 2019). EMNEs researchers identified various
factors that influence EMNESs’ integration-choices (Cogman and Tan, 2010;
Haspeslagh and Jemison, 1991; Kale and Singh, 2012; Liu and Woywode, 2013;
Marchand, 2015, 2017; Meyer et al., 2014; Sun, 2018; Ramamurti, 2012; Torres de
Oliveira and Rottig, 2018; Wei and Clegg, 2014; Zhang et al., 2019). Of them, Weber
et al. (2009) claimed that cultural differences and specific national and organizational
cultural dimensions could influence integration levels; whereas the incumbent culture
studies mainly focus on the influence of cultural differences and specific national
cultural dimensions (Calori et al., 1994; Liu and Woywode, 2013; Morosini et al., 1998;
Sarala, 2010; Weber et al., 2009). The effect of specific organizational cultural
dimensions on EMNEs’ integrations is neglected. Which specific organizational
cultural dimensions influence EMNESs’ integrations? What are the interrelationships of
these organizational cultural dimensions and EMNEs’ integration levels? These need
to be verified.
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This article aims to determine the principal organizational cultural dimensions that
influence CMNESs’ integrations and further explore the interrelationships of these
dimensions and CMNEs’ integration levels. In total, 120 questionnaires were
distributed to Chinese and German managers and employees from 12 cases of CMNEs’
German-market acquisitions and 67 responses with a 56% response rate were received.
PCA was utilized to extract the principal organizational cultural dimensions that
influence CMNEs’ integrations. Then, bi-variate Spearman’s correlation was applied
to further identify the correlations of these dimensions and CMNEs’ integration levels.
Finally, five principal organizational cultural dimensions (i.e. adaptability, consistency,
involvement, balance, flexibility) that affect CMNEs’ integration-choices were
extracted. Of them, adaptability is shown as a predictor for CMNEs’ integration levels,
with a significant negative implication. To my knowledge, this research is the first study
that considers specific organizational cultural dimensions that influence EMNEs’
integrations and explores the correlations among them.

4.2 Dynamic Integration Paths of Emerging Multinational Enterprises in
Advanced Markets

Incumbent evidence shows that EMNEs prefer to preserve or partner with the up-
market targets they acquired and only a few directly absorb them (Cogman and Tan,
2010; Kale and Singh, 2012; Liu and Woywode, 2013; Marchand, 2015, 2017; Sun,
2018; Torres de Oliveira and Rottig, 2018; Zhang et al., 2019). However, recently, both
academic and social M&As professionals question whether these lower-level
integrations might be temporary and could not holistically reveal EMNEs’ whole
integration process (Kale and Singh, 2012; Marchand, 2015; Sun, 2018). They wonder
how EMNESs’ integrations change over time and what factors influence EMNEs to
change their strategies (Kale and Singh, 2012; Marchand, 2015; Sun, 2018). However,
nearly no empirical evidence answered these questions.

This article aims at examining CMNEs’ long-term multi-stage integration changes in
the German-market and the main influencing factors of CMNEs’ integration changes
in different integration stages. A total of 25 interviews with 21 Chinese and German
managers and employees from 6 cases of CMNEs’ German-market acquisitions were
conducted and comparatively analyzed through content analysis. The findings
discovered that CMNEs take a segmented linear integration path in Germany, from the
initial stage (about the 1! year after deals closed) nearly no integration to mid-term
organizational integration (about the 2" to 3" year) and then to long-term production
integration (about the 4™ year and beyond). Three sub-paths are identified: the P-O-O
path (partnering—organizational optimization—production optimization), the P-P-P path
(preservation—organizational preservation—production preservation) and the P-C-C
path (preservation—organizational centralization—production confusion). The initial
path of nearly no integration is mainly impacted by asymmetric information and the
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targets’ strategic positions, whereas different organizational and production integration
degrees in mid-term and long-term stages are primarily influenced by CMNEs’
different dynamic capabilities (i.e. the capability of sensing the targets’ potential threats
and development potentials, and the capability of capitalizing on the targets’ resources).
Moreover, CMNEs’ corporate ownership is not found to be a significant factor. This
article contributes to broadening EMNEs’ PMI theory by developing a dynamic
integration framework and provides suggestions for M&As practitioners to identify
integration options and avoid integration pitfalls in different integration stages. This
study is one of the few studies that explore EMNEs’ long-term multi-stage integration
changes and the first that recognized the accurate influencing factors of EMNEs’
integrations in different integration stages.
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Discussion

Taking CMNEs’ German-market integrations as examples, this dissertation, from the
process perspective, analyzed EMNESs’ up-market post-acquisition integration modes’
evolutions and identified the factors that influence EMNESs’ integration levels and
integration evolutions. The following section provides a concluding discussion of the
research results that echos to the overarching research questions of this dissertation.
Following this, theoretical and practical implications will be highlighted. Lastly, the
research limitations and possible avenues for future research will be elaborated.

After investigating and analyzing the above two sub-research topics, the overarching
research questions proposed at the beginning of this dissertation could finally be
explained as follows.

1) How EMNEs evolve their up-markets’ integration modes over time?

Except rare studies discovered that a few EMNEs immediately absorb the up-market
targets, the extant work commonly believes that most EMNEs prefer lower-level
integrations like preservation or partnering in their up-market acquisitions. However, it
is unclear whether these effortless integrations could holistically reveal EMNEs’ whole
integration process or merely be an initial temporary static snapshot that might probably
change over time. Where do EMNESs’ integration roads lead? This is an unclear but
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attractive question. In this dissertation, I argue that EMNEs indeed prefer to take low-
level preservation or partnering with their up-market acquiring firms in the initial stage
(about the 1% year after deals closed). This supports previous works (Cogman and Tan,
2010; Kale and Singh, 2012; Liu and Woywode, 2013; Marchand, 2015, 2017; Sun,
2018; Torres de Oliveira and Rottig, 2018; Zhang et al., 2019). Yet, in the mid-term
(about the 2™ to 3™ years) and long-term stage (about the 4™ year and beyond), EMNEs
might begin to intervene in the targets on a segmented linear integration road like
interfering the targets’ organizational structures and production operations.
Organizational integration generally occurs after a year’s mutual-familiarity and careful
observation. Before winning emotional support, touching the targets’ organizational
structures might generate sub-optimal outcomes. Then, if organizational integration is
well-designed, a production integration will follow up. Mediated by the former high-
degree organizational embeddedness, a quick and effective production integration
could happen; while ineffective organizational integration might limit the follow-up
product integration and restrict potential synergies. This observation confirmed
Birkinshaw ef al. (2000) who stated that an effective human integration, with positive
support from the targets, could facilitate the following task operational integration:
acquirers can realize synergies through task integration only when the targets’
individual units are “operating at an acceptable level”.

Notably, the trajectory has three sub-directions. First, some EMNEs might execute a
certain degree of control to optimize the targets via selectively aligning or absorbing
the targets’ partial organizational and production systems with China Groups’ systems.
It seems towards the road of “absorption”; yet it also reconciles some “symbiosis” signs:
the targets still have a certain moderate autonomy, both sides have higher strategic
interdependence with more bidirectional transfers. I could not accommodate this
direction into the extant integration frameworks; meanwhile, in order to stress the
evolutions, I labeled this road as the “P-O-O” path (Partnering—Organisational
Optimisation—Production Optimisation). This path of “partial absorption” and “partial
symbiosis” experiences a burdensome process from low-key observation to proactive
directional intervention. Targets in poor managerial health might need EMNESs’ active
intervention to rejuvenate their operations. Both sides’ consistent vision could facilitate
a smooth turnaround. This requires EMNESs to possess a strong capability of perceiving
targets’ potential threats, such as internal management flaws or human capital threats.
The following production optimization could bring synergies quickly via a clear
perception of developing trends in the industry and strengthen both sides’ specific
advantages. High strategic complementary bring a common willingness to enter each
other’s markets. As Angwin and Meadows (2015) proved, implementing widespread
and far-reaching directive changes actively in a friendly acquisition can capture value
creation.
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The second sub-direction that I labeled as the “P-P-P” path (Preservation—
Organisational Preservation—Production Preservation) appears a continuing “complete
preservation” condition with some passive and stalled signs. These CMNE took limited,
non-prescriptive interventions. This passive situation might relate closely to EMNESs’
lack of caution to the threats of their targets’ human capital (e.g. uncooperative
attitudes). Meanwhile, it also hints that this timid path is more likely to happen when
the two sides have higher product similarity but the acquirers rely more on the targets
who have stronger market strength. The comparatively weaker acquirer might find it
hard to reverse the passive situation and thus be forced to preserve the target. This is
unanimous with previous studies. Siehl and Smith (1990) stated that neglecting human
capital issues might result in resentment throughout the target’s ranks and hamper the
post-stage integration.

The third sub-direction seems to go to “full absorption”, where CMNEs abandon the
initial indifferent preservation strategy and exert a sudden severe control of the targets’
organizations and productions; the targets are forced to change their production to align
with or provide a supplement for China Groups’ production. Their sudden severe
absorption has almost destroyed the targets. I labeled this direction as the “P-C-C” path
(Preservation—Organisational Centralisation—Production Confusion). This path is more
likely to occur in small-sized acquisitions initiated by SMEs or majority-owned SOEs,
in which the targets are usually small-sized and rely more on the acquirers. Lacking
systematic directives, this path seems rather aggressive and disordered. Over-dependent
on government support, these CMNEs are not capable of the essential integration
capabilities. Driven by political forces instead of commercial logic, the majority-owned
SOE acquirers might take integration actions with more administrative considerations
than economic considerations, which differs from the minority-owned SOE acquirers.
This has been often neglected by most prior researchers who regard all hybrid SOEs as
the same. Merely a few researchers, such as Musacchio and Lazzarini (2018) and Zhou
(2018), proposed that, with limited state support, the minority SOE acquirers might
adopt the same strategy as POE acquirers to pursue economic returns; whereas
overprotected by government, the majority-owned SOE acquirers tend to be
unconcerned about risks and profits, but instead actively respond to state advocacy.

2) What factors influence EMNEs’ up-markets’ integrations?

Based on the extant “static” EMNESs’ integration theories, our questionnaire survey
shows that five principal organizational cultural dimensions (i.e. adaptability,
consistency, involvement, balance, and flexibility) might exert effects on CMNEs’
integration levels. Amongst them, adaptability is the most influential indicator and also
a negative predictor of predicting CMNEs’ integration degrees. Adaptability
emphasizes the willingness of both sides to adapt to each other. Weber et al. (2011, p.8)
stated, “the relationship between the degree of integration and the cooperation between
the acquiring and the acquired top management teams are negative in international
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mergers”. Touching the acquiring firms lightly might be sufficient to create value if
both sides’ executives cooperate smoothly and employees are willing to actively learn
from each other. Then, leaders’ emphasis on cultural differences and multiculturalism
could win the targets’ psychological support. CMNEs might prefer granting German
targets with higher autonomy in an open-minded and tolerant manner to form a virtuous
circle. This is in line with the claim of Rao-Nicholson et al. (2016) that, the
psychological safety of the targets’ workforce would be greater with visible active
interaction from leaders, and it could accelerate the targets adapting to the new
organization; while depriving the targets’ of autonomy might be accompanied by
negative employee emotions. Here what is noteworthy is that the questionnaire results
seem to support our case study findings about the relationship of adaptability and
integration degree. As can be seen: in the P-C-C path, both sides show no willingness
to cooperate with each other and leaders have totally ignored multiculturalism or
cultural integration. The targets’ psychological distance is rather “far” from these
CMNE:s. One can say that the adaptability of this path is at a rather low level, while this
path goes to “full absorption”. On the contrary, the P-O-O path displays stronger
adaptability that both sides are willing to cooperate with each other, respect both sides’
culture, and promote cultural integration with numerous and constant communication.
The targets’ psychological distance is gradually getting closer to Chinese investors.
While these CMNE:s take a relatively lower integration level of “partial absorption” and
“partial symbiosis”. Then for the P-P-P path that stalled in “complete preservation”, I
argue that it should not directly draw a simple conclusion, as the Chinese acquirer
mentioned, “currently, as the new CEO performs some cooperation signs (i.e.
adaptability seems to be strengthening), we thus temporarily keep the status quo (i.e.
low integration level that almost preservation), but if they still stick to their old ways
and exclude us as before (i.e. low adaptability), we would change their blood from top
to bottom (i.e. the large-scale structural changes via deploying home nationals like
DMNEs).” Hence, it seems that the potential integration degree changes of the P-P-P
path also negatively relate to the two sides’ adaptability.

The other four dimensions are not shown as predicting factors, yet they still have
primary influential contributions to affect CMNEs’ integrations. As the second crucial
indicator: consistency is reflected in the alignment among the top-level managers’
decisions, the lower-level managers’ strategic implementations and the bottom-level
employees’ understanding of future goals. It might relate to the leaders’ communication
skills and personal charisma. A structured top-down management team provides
employees with a positive sense of the future, which is essential during post-acquisition
integration (Giessner et al., 2016). The third indicator, employees’ involvement, might
influence CMNEs’ integrations as well. Lee ef al. (2013) deemed that managers are
usually struggling to achieve the correct balance between necessary changes and better
feedback to employees’ responses. This might, on the one hand, relate to the entire
working atmosphere of the newly merged entity is individual-oriented or group-
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oriented. A group-oriented working environment might exert a positive effect on
CMNEs’ integration-choices, which might because group-oriented is a Chinese
working habit. On the other hand, involvement might be reflected in the information
transparency throughout the entire organization, i.e., whether collecting information
from the bottom when making decisions or not. As Kavanagh and Ashkanasy (2006)
suggested, staff members at all levels should be involved in integration. Finally, the
flexibility of working hours and the balance between product quality and productivity
might impact CMNESs’ integrations. Fuchs and Schalljo (2016) stated that CMNEs
prefer pursuing productive efficiency at the sacrifice of product quality and often
disrespect employees’ legal working hours, which challenges the “Western
professional ethics” and distances the Germans managers from them. This might
restrict the implementation of CMNESs’ integration strategies.

Then, seen from a dynamic perspective, our case study disclosed three main influencing
factors that affect CMNEs’ evolutions at different integration stages. In the initial year,
nearly no integration might, on one hand, relate to information asymmetry. Lack of
sufficient mutual understanding, blind integration might result in potential risks.
Unbalanced information exists between the two sides about each other’s capability of
running international business and the hosts’ business environment like labor laws. As
Sun (2018) considered, the novice status of Chinese investors in the international
market induced an unbalanced vision with the targets, which reinforced their preference
for effortless integration. On the other hand, nearly no integration may also relate to the
strategic positions of different-sized targets. Smaller-sized targets may receive less
attention from CMNEs. They may be regarded as a lower strategic priority in CMNEs’
global network. This observation confirmed that when buying small firms, acquirers
may show indifference in post-purchase activities (Gomes et al., 2013). It also supports
Marchand’s (2015) suspicion that some EMNEs implement lower-level integration
might not because they do not have alternatives but because they are not interested in
other methods.

When entering the mid- and long-term stages, the potential evolution might highly
associate with CMNEs’ capability of sensing the targets’ potential threats and
development potentials, and capitalizing on the targets’ resources. These capabilities
emphasize multinationals’ abilities to quickly adapt to the rapidly changing business
environment. EMNEs with strong capabilities of orchestrating the internal owned
resources bases and the external acquired complementary resources can make the
integration more sensitive and flexible. In particular, performing resource recognition
by continuously scanning the resources landscape and changes (e.g. threats or
developmental opportunities) provides EMNEs with a starting point for determining
how and to what extent they are most likely to integrate the targets. Unable to accurately
recognize and understand the nature of the acquired resources and renew them in a
timely manner may lead to severe consequences. EMNEs with more experiential
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learning capability (e.g. well-educated employees) could better link the obtained
external resources with domestic knowledge bases and constructively accommodate the
acquired resources into their home-based operations. In comparison, EMNEs with
rather undeveloped sensing and capitalizing capabilities might not be able to rationally
analyze the pros and cons of the acquired resources and thus lead to a full absorption
road. Such irrational actions are highly possible to destroy up-market resources and
acquisition value. These three capabilities are in line with some documented studies
that regard them as “dynamic capability” (hereinafter referred to as “DC”) (Cirjevskis,
2017; Helfat and Peteraf, 2003; Helfat ez al., 2007; Liu and Deng, 2014; Qiu and Homer,
2018; Wu et al., 2016). It is notable that the effect of CMNEs’ corporate ownership
should not be overemphasized. Taking which paths might depend largely on CMNEs’
different DCs rather than their corporate ownership. This means CMNEs with different
corporate ownerships might adopt the same integration paths. Chinese SOEs acquirers
with strong DC, namely, the minority-owned SOE:s, are very likely to take the P-O-O
path as Chinese POEs acquirers who possess strong DC. On the contrary, Chinese SOEs
with weak DC like majority-owned SOEs might take the P-C-C path alike to Chinese
private SME acquirers with weak DC.

Theoretical contributions

For the questionnaire survey, when culture concern is gradually occupying a central

stage in the PMI field, the five-OC dimension model this study proposed filled the gap

of “culture influence on integration” and further explored their correlations. Moreover,

this study verified previous hypotheses in terms of the negative correlation between

adaptability and integration levels. Weber ef al. (1996) stated that the integration level

and both sides’ managers’ cooperation is negative in international mergers. Pablo (1994)
had a hypothesis of a negative correlation between multiculturalism and the level of
integration: an acquirer’s degree of multiculturalism should be a predictor of integration

levels. When the acquirer is highly multicultural, a low, or at most, a moderate level of
integration will probably be chosen. Because acquisition benefits are likely based on

some resource or skill-sharing across organizational boundaries, meanwhile, a highly

multicultural acquirer will be loath to impose a uniform decision-making framework or

culture because cultural diversity is valued. When multiculturalism is low, the level of
integration pursued should be high because conformity to the acquirer’s values,

philosophies, and practices will be desired.

Then, the case study firstly theoretically extended the extant EMNEs’ static integration
framework to be a dynamic integration framework. Most prior works contributed to
“what” characteristics or types EMNEs’ integrations are on a conceptual level from a
static perspective, except that Marchand (2015) examined two potential directions of
“how” EMNEs’ modes evolve; yet he did not focus on the question of “why” they
change. Comparatively, our case study not only explained “how” EMNEs evolve their
integration modes, identified a new evolutionary direction of “partial symbiosis” and
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“partial absorption” that prior EMNEs literature has never found before and offered a
dynamic conceptual framework with a clear timeframe, but also elaborated the question
of “why” EMNEs change their integrations in different stages, which substantially
broaden and deep the completeness of EMNEs’ PMI theory system.

Secondly, the case study verified and refuted previous hypotheses and observations
about EMNESs’ potential integration evolutions. At first, for Kale and Singh’s (2012)
first hypothesis that along with getting familiar with the targets and knowing better how
to manage them, EMNEs might fully absorb the targets in the mid-term stage. In my
research, CMNEs on the P-C-C path indeed fully absorb the targets after the mid-term
stage, but the reason is different from Kale and Singh’s (2012) hypothesis. These
CMNE:s fully absorb the targets not because they better know how to manage the targets;
almost on the contrary, it is because they cannot correctly sense the targets’ threats and
development potentials, and cannot correctly capitalize on the targets’ resources. While
for the CMNESs on the P-O-O path, they indeed better know how to manage the targets,
but they did not fully absorb the targets after the mid-term stage while instead, choose
“partially symbiosis” and “partially absorb” the targets. Then for Kale and Singh’s
(2012) second hypothesis that if EMNEs have many previous up-market acquisition
experiences before, they will fully absorb their next targets from the outset. Our study
refutes this hypothesis as well. The CMNE in our case E has many up-market
acquisition experiences before (e.g. in 2004 they bought an American firm; in 2007
bought 75% of a Netherlands firm, in 2008 and 2012 bought two German firms; in 2013
bought a French firm), but they did not directly fully absorb the target E at the beginning
or even now, just with “partial symbiosis” and “partial absorption”.

Then, for the proposition of Williamson and Raman (2013) of CMNEs’ “double
handspring”, the “partial absorption” strategies of the P-O-O path in our study refuted
their first stage hypothesis that CMNESs exert nearly no impact on the target in order to
bring back the targets’ technology or managerial skill to use domestically. However,
our study cannot verify the second stage of their proposition that when the operations
in China reinforced, CMNEs will start to implement changes to targets to win the
markets outside China, as the CMNEs in our study now still mainly focus on Chinese
domestic markets.

Further, the “partial symbiosis” and “partial absorption” evolutionary direction on the
P-O-O path in my research refuted Marchand’s (2015) observation that if the initial co-
ordination goes well, EMNEs might coordinate more activities to strengthen their
partnering until symbiosis. More than simply coordinating more activities, these
CMNEs in my cases initiate some absorption mechanisms and selectively align or
absorb partial of targets’ structures and systems into Chinese Groups. Also, Marchand
(2015) proposed EMNESs’ integrations’ second evolution direction that if the initial
coordination is unfruitful, EMNEs will weaken both sides’ interactions until completely
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abandon the target into a preservation situation and ignore it anymore. In my research,
the CMNE on the P-P-P path, after their initial coordination failed, indeed completely
leaves the target in a preservation situation, which verified Marchand’s (2015)
observation; yet this CMNE still hope to have deep cooperation with the target rather
than simply ignoring the target.

Thirdly, the case study incorporated the DC perspective into EMNEs’ PMI framework.
Most DC prior contributions were purely conceptual like exploring or building and
developing frameworks of DC’s types and characteristics. Teece (1997) merely
sketched the DC outline as “coordinating - learning - reconfiguring” and thereafter
updated it as “sensing - seizing - transforming” (Teece, 2007). Eisenhardt and Martin
(2000) divided DC to be two variants: internal-oriented DC (i.e. reconfiguring and
redeploying resources within the firm to capture emerging opportunities) and external—
internal oriented DC (i.e. utilizing the existing routines to explore revenue-generating
opportunities in the changing environment). Helfat and Peteraf (2003) defined DC to
be assessing targets’ threats, identifying industry trends and reconstructing targets
development to create a new resource base and to achieve sustainable competitive
advantage. Helfat er al. (2007) regarded DC as an organization’s capacity to
purposefully create, extend, or modify its organizational resource base in a practiced
and patterned way to the external environment. In the acquisition situation, DC consists
of selection, identification, reconfiguration (Capron and Anand, 2007), and refers to
creating a new resource base and achieving sustainable competitive advantages through
identifying industry trends, assessing targets’ resource threats and reconstructing
targets’ developments (Helfat and Peteraf, 2003). Jantunen et al. (2012) compared
different DCs among different organizations. Carlo and Roberto (2018) discussed the
analysis focal units of DC (individual, team, organizational or extra-organizational?)
and explained DC by analyzing persons and interpersonal interactions, not abstract
firm-level entities. Others considered the antecedents of an organization’s DC or the
consequences of DC on an organization. Oliver et al. (2018) debated how
organizational knowledge and market dynamism affect the likely value of DC.
Comparatively, Wu et al. (2016) examined the correlation among DC, international
diversification, and innovation performance.

However, looking into DC’s causal mechanisms as mediators in the practical functional
domain is just start (Eisenhardt and Martin, 2000). Zahra et al. (2006) inspected DC’s
function in the entrepreneurship context; while Deng et al. (2018) explored DC’s
conceptual framework (recognizing - leveraging - learning - realigning) to explain
EMNESs’ internationalization. They assumed that EMNEs’ strategic choices are
fundamentally shaped by their different sets of DC (Deng et al., 2018). However,
relevant studies are rare in the M&A situation, merely with a few hypotheses proposed
without solid evidence to support. Zahra et al. (2006) found that DC can indirectly
affect acquisition performance via directly affecting the choices in post-M&A
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managerial strategies. Wang et al. (2018) studied the correlation of each element of DC
with the acquisition value creation. Deng et al. (2018, P.14) called for more empirical
investigation into DC’s role in shaping EMNEs’ internationalization strategies by
stating that “in EMNEs’ study, examining DC should become more prominent in
explaining their internationalization strategic choices evolve over time”. Relatively,
our case study incorporates the perspective of DC being as an influencing factor into
EMNESs’ integration framework and verified prior hypotheses. For example, Wang et
al. (2016, P.2) hypothesized that “DC can increase acquisition performance when it
contributes to more proactive integration strategies”. The “acquisition performance”
they defined is stocks, accounting figures and survey-based managerial perceptions of
acquisition outcome. Supported their hypothesis, CMNEs with stronger DC in our P-
0-0O path show more proactive and flexible integration changes over time - selective
“partial symbiosis” and “partial absorption”, which generates more fruitful acquisition
synergies: the two sides’ organizations and productions have been heavily optimized.
Also, Cirjevskis (2017, P.512 - 522) put forward two propositions: “swo sides’ business
models can successfully fold into new business models by means of acquisition-based
DC to create and capture new value proposition”; and “acquisition-based DC underpin
the acquirer’s reconfiguration existing and acquired core competencies to facilitate
new product/service development and, therefore, sustain competitive advantages”. In
our cases, by acquiring the targets with high product complementary, acquirers with
stronger DC in the P-O-O path successfully combined both sides’ advantages, upgraded
their portfolios, improved domestic core competencies, and elevated domestic and
global competitive advantages.

Practical contributions

The five-OC dimension model could guide EMNEs to devise and perform their
integration levels. It is common that acquirers often pay considerable attention to
productive factors like technology or financial profit while overlooking the influence
of soft non-productive factors like organizational culture. EMNEs need to realize that
neglecting the adaptability of the targets may lead to integration troubles and cost loss.
It is necessary to understand the targets’ cooperation willingness before acquiring an
up-market firm. A psychological bond of the targets’ staff attached to the newly
combined organization needs to be built up over time. Such psychological attachment
could increase the targets’ adaptability and thereby reduce the difficulty of integration.
With higher psychological attachment, a relatively lighter integration might already be
sufficient to create value. Then, EMNEs should pay attention to the consistency within
the organization to align a unified internal structural system: lower levels’ strategic
implementation should be consistent with the top level’s willingness. A strong middle
management team could accomplish an integration with half the effort. Otherwise, it
may need them to take more effort for successful integration. Besides this, employees’
understanding and attitude toward integration and future goals are also a vital part of a
consistent system. This might require leaders to attach importance to their
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communication skills to enhance the target employees’ understanding of integration
strategies and future common goals (e.g. letting employees understand why they need
to make such integration decisions). Dispatching the leaders who have charismatic
personalities might be helpful for promoting integration with effective communication.
Meanwhile, it would be better to give ordinary staff access to governing organizational
affairs and venting their opinions in the decision-making process. Finally, I advise that
EMNEs respect the Western professional principles, for instance, paying attention to
product quality rather than merely pursuing quantity. An imbalance of product quality
and quantity or disturbing Western targets’ traditional working habits (e.g. pressuring
employees to work overtime) might inhibit implementing integration strategies. Of
course, given that this study is just a questionnaire survey, it can only show that these
five dimensions exert influence on EMNEs’ integration levels, but cannot explain what
specific influence they have, especially in respect of the influence of consistency,
involvement, balance, and flexibility. However, these findings can offer an actionable
direction for future research to figure these issues out.

For the case study, it originated implications both for EMNEs acquirers concerning
their integration options and for the up-market targets to avoid pitfalls when selling
firms to EMNESs. On the side of EMNESs acquirers, I suggest that in the initial stage, no
matter two sides’ products are complementary or similar, it is logical and feasible to
take a lower-level integration like preservation or partnering. It can not only be helpful
to maintain the core talents, avoid a drain of talents, and keep the external high-quality
resources but also can offer EMNESs a time period to be familiar with the targets. During
this period, I strongly recommend EMNEs keep the patience to communicate with and
observe the targets about their actual operations, their thinking ways, their attitude to
EMNEs, their future desire, and their staff’s professional capabilities and ethics.
Especially for those EMNEs with high product similarity with their targets, it is crucial
to carefully assess the development potentials of two sides’ markets and the cooperation
willingness of the target. If the target has no willingness to cooperate while its market
strength is stronger than the acquirer, it should keep in mind that the target employees’
resistance would be a problem. Don’t underrate the employees’ resistance. In fact,
EMNEs often overconfident that they can change the targets’ minds or can directly
replace the targets’ people; yet EMNEs would confront with a struggle: replacing the
target’s people might induce a loss of people, the most valuable acquisition resource,
as high-tech technology actually lies not in the drawing papers but in the targets’
people’s minds; while if neither able to replace people nor change the targets’ minds,
integration would be hampered by the targets’ resistance and cannot generate
acquisition synergies.

Then, EMNEs should aware that the up-market targets might have managerial flaws as

well, even those who made international business rules or lead international markets
for decades. As a behindhand counterpart, EMNEs commonly have a psychological
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low self-esteem in front of the targets from up-markets. Many EMNEs lack the
confidence or the courage to point out that the target’s managerial shortcomings but
instead suspect themselves first when confronted with conflicts. This kind of worship
actually inhibits the integration of two sides and is harmful to both sides’ developments.
Many of our respondents emphasized this phenomenon. Therefore, for those targets
with obvious managerial pitfalls, EMNEs should have the courage to help the targets
out of the incorrect flaws by timely reorganizing or optimizing the targets with
appropriate interferences. Of course, we do not encourage EMNEs to change the targets
arbitrarily. Instead, EMNEs should prudently adjust the targets by carefully observing
the targets, communicating with them, and clarifying both sides’ willingness and
development potentials. It undoubtedly requires acquirers to be qualified with crisis
acuity, such as prudentially discerning the targets’ employees’ psychological tendency,
personalities, ethics, and working competencies before the acquisitions. Entering the
stage of long-term production integration may rely more on acquirers’ own dynamic
capabilities to create acquisition value. Particularly, managers of SMEs and majority-
owned SOEs acquirers have to bear in mind that merely relying on supportive state
forces would be far from enough. Strengthening EMNEs’ own developmental and
capitalization capabilities is crucial to realize successful up-market competition.

On the other side, for the up-market targets, I suggest that they should concern EMNEs
acquirers’ qualifications as well, especially when considering selling firms to EMNEs’
majority-owned SOEs or SMEs. It would be helpful to visit EMNEs’ home to get
knowledge about their actual operations, such as their domestic operation ways, their
external market conditions, their relationship with their local government, the
evaluation from their employees and customers. If it is not feasible to visit EMNESs’
home country or EMNEs deliberately conceal their actual domestic conditions, apart
from getting information from top management team meetings, the target could also
have a rough judgment about the potential acquirers’ actual operation conditions
according to EMNEs’ government controlling shares. [f EMNESs’ government controls
more than 30% shares, it should be prudent as these acquirers might be highly
intervened by their government. These kinds of EMNESs might bring a large amount of
funding but they might do not earn profits yet merely rely on their government’s support,
or just take the acquisition as a response to government advocacy while do not really
care about the target’s development. Similarly, compared with the larger-scale listed
POEs or minority-owned SOEs acquirers, SMEs acquirers might also invest fresh
money into the targets at the beginning; however, the future long-term investment
might be risky, because many Chinese SMEs actually do not carefully think about the
subsequent large-scale investment. Their relatively weaker capabilities determined that
they might not invest the targets in the long-term run; while instead, they might severely
control the targets’ expenses or even cannot invest the targets’ necessary needs, which
would harm the targets’ long-term development.
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Limitations and future potential research avenues

Due to the limited research time and costs, some limitations exist in the preliminary
findings of the questionnaire survey. Firstly, the sensitivity in the M&A field might
restrict the respondents from commenting on this survey, especially when the majority
are senior managers. Although accessed to a sufficient number of respondents, the
sampling approach of this research induced potential bias. For instance, only 16
German respondents were included in the survey, accounting for 24% of the total
successful sample. The second limitation is that the small sample size in the data is
limited to the German market. Whether the findings could be extended to other up-
markets’ integration conditions is unclear. It would be worthwhile to further test the
influence and the correlations of these five OC indicators in other EMNEs’ up-market
integrations. Lastly, Weber ef al. (2011) suspected that the integration level might play
a mediatory role between OC and acquisition performance. Given the fact that not all
CMNEs in the samples are listed companies, with some samples’ financial statements
unpublished, I was unable to take financial performance as a variable to test this
assumption. Nonetheless, the findings propose an actionable direction for future
research to validate the correlations of these five principal specific OC dimensions,
integration levels, and acquisition performance, if enough incorporated financial data
could be collected.

For the case study, the interview data mainly collected from Chinese acquirers might
have a certain bias and detract me from measuring the changes more definitively.
Moreover, due to limited research time, the difficulty in reaching out to larger samples
can be treated as another limitation. However, Yin (2003) claimed that a case study
with small samples is used to generate theories rather than to push generalisability to a
specific situation; my intention is to present some general conceptual propositions.
Noting this, it should be prudent to share these results with other EMNESs’ integration
circumstances in different developed markets. Future quantitative or qualitative to
verified our case study findings would also valuable to determine EMNESs’ dynamic
evolutions’ recurrences or other evolution paths, such as larger-scale questionnaire
surveys distributed in other European markets, or case studies in other non-European
developed markets like the USA or Japan. Also, prolonging a longer timeframe longer
than four years to examine EMNEs’ longer integration status would also be meaningful.
Here, according to our interview respondents’ feedback, I want to make a hypothesis
that, instead of going to fully symbiosis or fully absorption, EMNESs on the P-O-O path
might continue their “partial symbiosis” and “partial absorption” routine that could
maximize their acquisition synergy.

Last but not least, cultural influence should be a continuous process and might generate
various influencing degrees during different integration stages. The preliminary OC
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results could only draw some general pictures but cannot disclose the specific influence
on EMNESs’ integrations in different specific integration stages. I regard it as one of the
limitations and also as a potential future direction. Future research could take the
extended EMNESs’ dynamic integration framework as a reference to further verify and
elucidate the effect of these five OC indicators on EMNESs integrations in specific
various integration stages.
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Abstract

Purpose — The purpose of this paper is to determine the principal organisational cultural dimensions that
affect levels of post-merger integration (PMI) in Chinese acquisitions in Germany and to explore the
relationship of these specific organisational cultural dimensions and levels of integration.
Design/methodology/approach — Data set were collected using a structured questionnaire given to
Chinese and German managers and employees, who implemented/were responsible for the PMI in 12 Chinese
acquisitions in Germany. A total of 120 questionnaires were distributed and there were 67 respondents,
corresponding to a response rate of about 56 per cent. Principal components analysis, one-way ANOVA and
bi-variate Spearman’s correlation were applied to analyse the data.

Findings — Findings revealed that five organisational cultural dimensions (i.e. adaptability, consistency,
involvement, balance and flexibility) were extracted to be the primary indicators affecting levels of integration
in Chinese reverse mergers and acquisitions (M&As) in the German market. Further, adaptability emerged as
the only predictor with a significant negative implication on predicting the degree of PMI that Chinese
investors would initiate to integrate their acquired German subsidiaries.

Originality/value — This study is one of the few studies to consider the specific organisational cultural
dimensions affecting the integration levels of reverse M&As and is the first study, to the best of our
knowledge, to explore the correlations of specific corporate cultural dimensions and integration levels in
emerging multinational enterprises’ reverse M&As through quantitative research.

Keywords Germany, Organizational culture, Reverse M&A, Post-merger integration,
Chinese acquisitions, Emerging multinational enterprises

Paper type Research paper

1. Introduction

The subject of cross-border merger and acquisition (M&A) as an international approach is
assuming central importance in globalisation studies (Ali et al, 2018; Kumar et al.,, 2017;
Vijayakumar and Padma, 2014). Emerging research interests of post-merger integration
(PMI) have paid much attention to the reverse M&A coined by the academia, that is, the
acquisitions initiated by emerging multinational enterprises (EMNEs) to acquire the
knowledge-intensive sectors in advanced economies (Sun, 2018). Interestingly, the findings
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show that, compared with the integration levels imposed by acquirers from developed
economies, some reverse acquirers prefer to apply a novel light-handed strategy with a
rather low level of integration during the post-merger period (Kale and Singh, 2012; Liu and
Woywode, 2013).

Introduced as a mainstay in the submitted M&A research (Denison et al., 2003; Weber
et al., 1996), organisational culture (OC) appeared at one time to be a focal area in respect of
links with M&A performance in a large and growing number of publications (Denison et al.,
2011; Giessner et al., 2016; Hu et al., 2009; Idris et al., 2015; Scott et al., 2003; Verdu-Jover et al.,
2018). Yet, there is little research assessing the impact of OC on integration levels in the
newly merged organisation. Relatively few studies were directed at determining
the relationships between national or corporate cultures and levels of integration. The
culture research line argues rather that OC can influence the environmental structuration
change (Kavanagh and Ashkanasy, 2006; Obeidat ef al., 2017). As a guide in aiding a group’s
survival, OC is described as affecting “the degree to which an organisation has the ability to
alter behaviour, structures and systems” (Verdu-Jover et al., 2018, p. 2), which is supported
by Gomes et al. (2011) and Liu and Woywode (2013) that the preferred PMI strategies are
determined based on synergy potential, cultural difference and specific cultural dimensions.
A few studies have provided supporting evidence on the relationship between cultural
difference and levels of integration (Bjérkman et al, 2007; SARALA, 2008; Viegas-Pires,
2013). However, it is only rarely that attention is given to the effect of specific cultural
dimensions on the degree of PMI (Calipha et al, 2010), just with a few papers that examined
the impact of particular national cultural traits (Liu and Woywode, 2013; Mayrhofer, 2004).
The role of organisational cultural dimensions in PMI levels remains as an implicit and
unelaborated subject in many M&A and culture works. This paper, therefore, fills this
research gap with a quantitative empirical investigation of Chinese acquisitions in the
German market to determine the essential specific organisational cultural dimensions that
affect integration levels applied by EMNESs and further clarifies the potential correlations of
these particular dimensions with levels of integration.

2. Literature review

Various definitions of OC denote that OC is a diverse array of long-term locked-in inertia and
norms of an organisation shaped by individuals in the group (Denison ef al., 2003; Jit Singh
Mann and Kohli, 2011; Obeidat et al., 2017; Rani ef al., 2015; Vijayakumar and Padma, 2014;
Yeganeh, 2011), such as beliefs, values, rituals and authority modes (Scott et al., 2003; Verdu-
Jover et al., 2018). The widely cited definition of OC is as defined by Schein (2004, p. 17), “the
pattern of shared basic assumptions — invented, discovered, or developed by a given group
as it learns to cope with its problems of external adaption and internal integration.” This
definition underpins the three elements of OC that are commonly agreed by culture scholars:
physical/behaviour manifestations, values and the essence of OC, ie. the underlying
assumption (Calipha et al.,, 2010; Fuchs and Schalljo, 2016; Obeidat et al, 2017; Pioch, 2007;
Rani et al., 2015; Rao-Nicholson et al., 2016; Tsai and Cheng, 2004; Yeganeh, 2011). Currently,
conceptual work on the symbolic levels of OC has been investigated by culture researchers
(Jit Singh Mann and Kohli, 2011; Yeganeh, 2011), following by increasing numbers of
empirical studies that concentrate on the operational measurement of culture in
organisational settings (Cameron and Quinn, 1999; Denison et al., 2011).

2.1 Measurement of organisational culture
The literature on the measurement of OC represents two schools of thought (Scott et al,
2003; Xenikou and Furnham, 1996). While some comparative studies focus on comparing
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measurement models (Scott et al, 2003; Xenikou and Furnham, 1996). Unsurprisingly, little
consensus has been reached on how the main traits of OC should be measured (Scott et al.,
2003; Xenikou and Furnham, 1996). The qualitative research stream, represented by Schein
(1999), insists on implementing interviews and spot observation, with the justification that
the basic assumption of OC is at the preconscious level where it is inaccessible to be
uncovered by quantitative scales. Advocates of the quantitative approach, on the other
hand, argue that quantitative investigation with questionnaires and scales can deliver cost
savings; meanwhile, systematic comparisons across different departments or organisations
can be instigated (Quinn and Spreitzer, 1991; Siehl and Martin, 1988). Subsequently, many
studies have applied a hybrid approach that first performs in-depth interviews and then
transforms qualitative data into structural scales (Hofstede et al., 1990; Siehl and Martin,
1988). In this study some measurement examples are illustrated. The organisational culture
survey exploited by Glaser et al. (1987) assesses corporate values by measuring six elements
(ie. teamwork-conflict, climate-morale, information flow, involvement, supervision,
meetings), combining it with conducting qualitative interviews. The organisational culture
inventory proposed and tested by Cooke and Szumal (1993) measures behavioural norms in
an organisational environment. The organisational culture profile developed by OReilly
et al. (1991) sorts OC into eight dimensions (i.e. innovation, attention to detail, outcome
orientation, aggressiveness, supportiveness, emphasis on rewards, team orientation and
decisiveness) to assess the person—culture fit with the application of Q-sort. Hofstede et al.
(1990) proposed that the OC measurement scale consists of three value factors (i.e. need for
security, work centrality, need for authority) and six practical differences (i.e. process- vs
results-oriented, employee- vs job-oriented, parochial vs professional, open- vs closed-
system, loose vs tight control and normative vs pragmatic), which are based on Hofstede’s
well-known five national cultural dimensions (i.e. power distance, individualism vs
collectivism, uncertainty avoidance, masculinity vs femininity, long-vs short-term
orientation). However, it is only suitable for Western companies (i.e. Denmark and The
Netherlands) that focus more on the internal organisational setting while neglecting the
external environment (Scott et al., 2003; Xenikou and Furnham, 1996).

The most effective and practical measurement tool is the Denison’s Organisation Culture
Questionnaire (DOCQ) (Denison et al., 2011). The DOCQ identifies four traits of OC, namely,
involvement, adaptability, consistency and mission (Denison et al., 2011). In detail, each trait
includes three sub-dimensions with each sub-dimension consisting of five items (in total 60
items/statements) (Denison et al., 2011). As Denison et al. (2011) explained, involvement
refers to cultivating the capability of employees to act autonomously with an increasing
sense of ownership and responsibility, including empowerment, team-orientation and
capability development. Adaptability defines the capability of an organisation to perceive or
respond to the external environment (i.e. customers and competitors) and the internal
restructuring or re-institutionalising of organisational behaviour and processes. It consists
of creating change, customer focus and organisational learning. Consistency defines an
internal central system of coordination and governance by consensual support with the
indices of coordination and integration, agreement and core values, while mission refers to
significant short- and long-term strategic direction and intent, goals and objectives and
vision.Often instrumental in linking with the effectiveness/performance of an organisation,
involvement and adaptability are predictors of organisational growth, while consistency
and mission can better predict profitability (Denison, 1993). The DOCQ continues to be a
robust and applicable assessment tool for understanding the relationship between OC and
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strategic preference of an organisation, as “it is compatible with the environment needs and
strategic emphasis of an organisation” (Tabatabaei and Faramarzi, 2015, p. 57), and for
facilitating organisations undergoing acquisition in prioritising intervention efforts
(Denison and Neale, 2018). Therefore, the instrumentation of DOCQ is more appropriate for
the subject of our survey. However, because of the high autocorrelation among the 60 items
of the DOCQ (Scott et al., 2003), it is necessary to discriminate the validity of the items in
data processing (Scott et al., 2003).

2.2 Organisational culture and mergers and acquisitions

A number of authors have determined that OC emerges as one of the principal drivers for
post-merger performance (Ali et al., 2018; Denison, 1993; Denison et al., 2011; Gupta, 2011;
Idris et al., 2015). Other extensive research studies focus on how cultural differences affect
the level of integration (Chatterjee et al, 1992; Child et al., 2001; Pitkethly et al., 2003; Weber,
1996; Weber et al., 1996; Weber et al., 2011). While, the accumulation of scholarly evidence is
slow to identify the effect of specific dimensions of culture on the degree of integration.Just a
few mentioned the impact of specific national cultural dimensions, for example, the influence
on integration levels of power distance examined by Calori ef al. (1999), that of uncertainty
avoidance investigated by Mayrhofer (2004) and that of long-term orientation pointed out by
Liu and Woywode (2013). It is rare to come across existing literature that identifies the
relationship between specific corporate cultural dimensions and PMI levels (Bijlsma-
Frankema, 2001). The role of corporate culture in the PMI period, especially in reverse
M&As, is still unclear and vague and deserves further investigation to consummate the
research framework relating to culture and M&As.

A series of PMI modes were proposed by M&A scholars (Haspeslagh and Jemison, 1991,
Liu and Woywode, 2013; Sun, 2018; Siehl and Smith, 1990). The most influential framework
is the four basic integration modes (i.e. preservation, absorption, symbiosis, holding) with
different integration levels summarised by Haspeslagh and Jemison (1991), depending on
different levels of strategic and organisational independence. As Haspeslagh and Jemison
(1991) described, preservation represents a shallow level of or even no integration between
the acquirers and the targets. In contrast, absorption shows the maximum degree of
integration that absorbs the target’s organisational and operational structures into the
systems of the acquirer. Symbiosis identifies the most challenging approach to balance the
level of granted autonomy and integration, while holding refers in particular to financial
investors obtaining dividends with no substantive integration. Recently, M&A researchers
who investigate EMNES’ post-integration strategies have identified the novel light-handed
or partnering approach that is preferred by some EMNE investors in their reverse takeovers
(Angwin and Meadows, 2015; Kale and Singh, 2012; Liu and Woywode, 2013; Marchand,
2017; Sun, 2018). Dependent on the structural integration level and the coordination degree
between the acquiring and the acquired, Kale and Singh (2012) revised the framework of
Haspeslagh and Jemison (1991) and put forward an integration framework, especially for
EMNES' reverse M&As, which is more appropriate for the subject of our research (Figure 1).
That is, between preservation and absorption, partnering represents a middle level of
integration with few structural adjustments and some coordination of market/knowledge
activities (Kale and Singh, 2012).

3. Methodology

As an exploratory study, we proposed a general proposition that levels of integration are
influenced by some specific dimensions of OC within the newly merged organisation. Aside
from this, we did not postulate any specific correlations. To unearth the principal influential
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corporate cultural factors and further explore the potential relationships of these specific
factors and levels of integration, we conducted a questionnaire survey. In the following
sections, we explain the detailed research process.

3.1 Data collection

This research was conducted based on a structured questionnaire survey with the purpose
of discovering crucial organisational cultural factors that affect integration levels of Chinese
takeovers in Germany. Taking the 60 items of the DOCQ as a reference, statements of OC
were proposed in the questionnaire. As the DOCQ aims at M&A performance and is too
cumbersome to use, it is necessary to revise some statements to target the actual PMI
situation of Chinese cross-border takeovers. Accordingly, discussed with two experienced
Chinese M&A practitioners, we modified, deleted and added partial organisational cultural
items, and finalised 26 statements so that respondents would be less likely to be overloaded.
The questionnaire consists of warm-up personal and organisational background
information questions, followed by a single-choice question that which integration mode is
used by their Chinese investors among “preservation, partnering, absorption”. The
definitions of the three modes and integration levels they represent were clearly illustrated
in the questionnaire so that respondents could understand them in accordance with the
framework of Kale and Singh (2012). The final part of the survey includes the 26 corporate
cultural statements that were assessed by the five-point Likert scale, according to the
respondents’ perception of the influence of the statements on Chinese managers’ preferred
integration levels. A total of 120 copies of the questionnaire were distributed through e-mails
to the identified respondents of 12 Chinese acquisition cases in Germany. The respondents
are Chinese and German managers and employees who were employed at the newly merged
organisations and were responsible for implementing PMI process. Eventually, 67 valid
questionnaires were received within three months in 2016, corresponding to a response rate
of about 56 per cent.
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Figure 1.
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EMNES’ post-merger
integration
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3.2 Statistical analysis

After excluding invalid (incomplete) questionnaires, valid raw data were numbered and
imported into Excel to facilitate the subsequent statistical analysis more conveniently. The
options for background information questions were numbered 0, 1, 2, 3, ... 7, and the
options for integration modes (i.e. preservation, partnering, absorption) were numbered 1, 2,
3, correspondingly, representing different integration levels from low to high. Also, the
options of the five-point Likert scale questions were numbered 1, 2, 3, 4, 5, corresponding to
the extent of the respondents’ perception of the influence of the statements on Chinese
managers’ preferred integration levels. Next, the numerical choices of respondents were
entered into Excel, with randomly checking to ensure the accuracy of the entered data.

The numerical data were analysed using SPSS software, version 23. The first step was
application of the principal component analysis (PCA) to the set of the Likert scale variables
to extract crucial sets of underlying influential organisational cultural factors through
dimensional reduction and classification; in so doing, autocorrelation among the statements
was eliminated without too much information being lost. Next, the universality test of the
extracted components was performed using one-way ANOVA (Gonzalez-Rodriguez et al.,
2012). Finally, to further explore the relationship of the extracted principal organisational
cultural indicators to levels of integration applied by Chinese investors, the bi-variate
Spearman’s correlation was computed by measuring the correlation of two variable
elements (Bonett and Wright, 2000).

4. Empirical results
The observed results of the analysis of the survey data using SPSS are given in the
following paragraphs.

4.1 Descriptive statistical analysis of the demographic characteristic of samples

As can be seen from Table I, 86.6 per cent of the 67 respondents (51 male and 16 female)
have over five years’ work experience in the field of acquisitions, and the majority (58.2 per
cent) are senior managers, which enhances the reliability of the results. Moreover, almost 60
per cent of respondents are employed in large-size entities with the number of employees
greater than 500.

4.2 Results of principal component analysis

The first three rounds of maximum orthogonal rotation and extraction were carried out on
the raw data matrix of 26 items of the 67 valid questionnaires. In each round, those
statements with an absolute value less than 0.60 were deleted (Jolliffe, 1972) until the fourth/
final extraction round, when the absolute values of all extracted statements were above 0.60
(Jolliffe, 1972) (Table IV). Of course, reliability and internal consistency were checked based
on Cronbach’s alpha value, and Kaiser-Meyer—Olkin (KMO) and Bartlett’s tests were
conducted in each round before the extractions to ensure the feasibility and the significance
of the data.

Ultimately, five sets of principal indicators with 14 statements whose eigenvalue was
greater than 1 were extracted, with the overall reliability of & = 0.814 > 0.80 presenting high
internal conformity of the extracted 14 variants (Howitt and Cramer, 2017). Also, PCA was
verified as suitable for analysing the data because KMO = 0.815 > 0.50 and Bartlett’s test of
sphericity significance = 0.000 < 0.05 (Table II). The five-factor structure explains 72.257
per cent of the total variance with improved extraction of common factors (Table III). As
Howitt and Cramer (2017) explained, the data are acceptable when the cumulative variance
is above 60 per cent.
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Category Frequency (%)

Nationality

Chinese 51 76.1
German 16 23.9
Gender

Male 42 62.7
Female 25 37.3
Age

Under 30 6 9
30-50 56 836
Over 50 5 75
Degree

Bachelor 18 26.9
Master 40 59.7
PhD or above 9 134
Experience

Less than 1 year 2 3
1-2 years 2 3
2-5 years 5 74
5-10 years 16 239
Over 10 years 42 62.7
Position

Senior 39 58.2
Junior 5 7.5
Other 23 34.3
Number of employees

Less than 50 14 20.9
50-500 13 194
500-5,000 17 25.4
Over 5,000 23 34.4
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TableI.
Demographic profiles
of samples

4.2.1 Naming factors. It can be seen from Table III that the variance contribution of Factor 1
constitutes the largest proportion, explaining 24.665 per cent of the total variability. It
contributes a large load to five corporate cultural statements (Table V: A1, A2, A3, A4, A5)
that reflect the degree of internal mutual adaptation and thus can be referred to as
“adaptability”. The second factor explained 22.177 per cent of the total variable variation of
72.257 per cent, indicating that it too has a great influence on levels of Chinese investors’
post-integration. It includes five items as well (Table V: B1, B2, B3, B4, B5) and relates to
coordination and agreement within the entire organisation from the top- to mid- and low-
level managers supported by employees’ understanding of future vision. Thus, it can be
recognised as “consistency”. The third extracted factor’s interpretation reaches 8.837 per
cent and corresponds to two items (Table V: C1, C2) that represent group orientation and
empowerment. Therefore, this factor is termed “involvement”. Finally, although Factor 4
and Factor 5 contain only one item each, we kept rather than deleting them, as their
coefficients are relatively high (0.883 and 0.895). Factors 4 and 5, respectively, represent the
balance between pursuing product quality and productive efficiency and the flexibility of
working time therefore, we named them separately as “balance” and “flexibility”. Factors 4
and 5, respectively, explained the variation of 8.655 per cent and 7.923 per cent.
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4.3 Results of one-way ANOVA

299 The differential analysis was conducted using one-way ANOVA to verify whether there are
’ differences in demographic variables in the evaluation of the importance of the five principal
corporate cultural indicators on the levels that Chinese acquirers integrate their German
subsidiaries.
146
Kaiser—-Meyer—Olkin measure of sampling adequacy 0.815
Bartlett’s test of sphericity
Approximate chi-square 367.570
df 91
TableII. Signiﬁcance 0.000
KMO and Bartlett’s
test Source: Authors’ survey
Initial eigenvalues Rotation sums of squared loadings
Component  Total % of variance ~ Cumulative (%)  Total % of variance ~ Cumulative (%)
1 5.104 36.457 36.457 3.453 24.665 24.665
2 1.498 10.698 47.155 3.105 22177 46.842
3 1.283 9.164 56.319 1.237 8.838 55.679
4 1.174 8.384 64.703 1.212 8.655 64.334
Table IIL 5 1.058 7.554 72.257 1.109 7.923 72.257
Total variance Note: Extraction method: PCA
explained Source: Authors’ survey
Component
1 2 3 4 5
Q12 Cooperation of Chinese and German senior staff 0.870
Q14 Willingness to learn from each other 0.782
Q15 Attitude of both sides to multiculturalism 0.774
Q13 Psychological distance of Germans to original German enterprise  0.772
Q11 Leaders’ emphasis on culture integration 0.747
Q21 Leaders’ communication skills 0.798
Q23 Staff’s attitude or emotional reactions to integration 0.784
Q22 Clear understanding of future strategy, vision, mission 0.746
Q20 Leaders’ personal charisma 0.743
Q19 Strategy implementation by mid- and low-level leaders 0.634
QO3 Prefer working individually —0.733
Q05 Collecting decision-making information from the bottom to the top 0.733
Q01 Emphasis on product quality rather than simply pursuing 0.883
efficiency
Q04 Flexible working time rather than fixed 0.895
Table1V. Notes: Extraction method: PCA. Rotation method: varimax with Kaiser normalisation. *Rotation converged
Rotated component  in 11 iterations
matrix® Source: Authors’ survey
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According to Table VI, generally, most demographic variables do not have significant

Chinese

differences except a few with p < 0.05 (i.e. the age for Factor 1, educational degree and numbers  reverse M&As

of employees for Factor 3, working years and position for Factor 4 and gender for Factor 5).

Hence, it demonstrates that the five-factor structure model has a certain universality in respect

of the integration practice of Chinese reverse takeovers in the German market.

4.4 Results of bi-variate Spearman’s correlation 147

To further explore the correlation of the five principal corporate cultural factors and integration

levels applied by Chinese acquirers to arrange their German targets, bi-variate Spearman’s

correlations of the variables were computed (Table VII). The five cultural factors were defined

as dependent variables calculated with their Likert mean scores (e.g. the mean of Factor 1 =

(Al + A2 + A3 + A4 + Ab5)/5 was calculated using Excel). The integration mode that the

respondents chose was regarded as the independent variable. As a kind of ordinal variable, it is

No. Statements

A: Factor 1— Adaptability

1 Cooperation of Chinese and German senior staff

2 Willingness to learn from each other

3 Attitude from both sides to multiculturalism

4 The psychological distance of German employees to original German enterprise

5 Leaders’ emphasis on culture integration

B: Factor 2 — Consistency

1 Leaders’ communication skills

2 Employees’ attitude or emotional reactions to the integration

3 Employees’ clear understanding of future strategy, vision, mission

4 Leaders’ personal charismatic

5 Implementation of integration strategy by mid- and low- level leaders

C Factor 3 — Involvement

1 Prefer working individually

2 Collecting decision-making information from the bottom to the top

D: Factor 4 — Balance

1 Emphasis more on product quality rather than simply pursuing productive efficiency

E: Factor 5 — Flexibility Table V.

1 Flexible working time other than fixed Naming factors
Working Company Business Employees’

Gender  Age  Degree years Position nature type numbers

1 0.632  *0.032 0.792 0.818 0.348 0.453 0.320 0.986

2 0.784  0.068 0.577 0.739 0.734 0.056 0.518 0.485

3 0.644 0973 **%0.001 0.784 0.838 0.415 0.350 *0.034

4 0955  0.292 0.314 *0.021 *0.016 0.591 0.497 0.602 Table VI

5 0007 0469 0279 0.583 0.167 0.588 0.224 0.210 . able v

Differential analysis
Notes: *P < 0.05; **P < 0.01 of demographic
Source: Authors’ survey variables
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Table VII.
Bi-variate
Spearman’s
correlation

suitable for using bi-variate Spearman’s correlation (Bonett and Wright, 2000). Generally, for
Spearman’s rho, P < 0.05 is considered statistically significant (Myers and Sirois, 2006).

Of interest, observed from the result of validated correlations (Table VII), significant
inverse association exists between Factor 1 (adaptability) and integration levels (Spearman
r = —0.268, p = 0.028 < 0.05), indicating that the stronger the adaptability of the newly
merged organisation, the lower is the integration level that would be applied by Chinese
investors to integrate their German subsidiaries. While, the other four organisational
cultural indicators were demonstrated as having no significant linear correlation with
Chinese investors preferred levels of integration.

5. Discussion

Departing from the PCA analysis, five principal organisational cultural factors were
extracted as essential corporate cultural factors affecting integration levels adopted by
Chinese investors for governing their German subsidiaries. As the largest cause of 24.665
per cent of the total variability, adaptability is the most important indicator and also the
only predictor for predicting Chinese decision-making about initiating different levels of
integration strategy. The negative relationship of adaptability with PMI levels of Chinese
reverse M&A makes it clear that the greater the adaptability of the newly merged
organisation, the lower will be the level of integration of the Chinese investors’ developed
subsidiaries. This can be explained from five aspects. If Chinese and German senior
managers cooperate smoothly and employees of both sides are willing to learn from each
other with a positive attitude, Chinese investors tend to take fewer actions towards
integrating the organisational or operational structures or departments of German affiliates
into the systems of Chinese parent companies. This finding is confirmed by Weber et al.
(2011, p. 8) who stated that “the relationship between the degree of integration and the
cooperation between the acquiring and the acquired top management teams is negative in
international mergers”. Also, a greater psychological distance of German employees to their
original German groups, supported with leaders’ greater emphasis on cooperation, would
facilitate the adaptability of the newly merged organisation. Under such conditions, it is less
likely that Chinese acquirers would absorb German targets with full control and
governance. It was documented in prior existing studies, for instance, Rao-Nicholson et al.
(2016) illustrated that a greater level of psychological safety of the targets’ workforce would
be achieved if supported by visible leaders’ interaction, accelerating employees’ quick
adjustment to the new organisation; while, negative employees’ emotions are encountered
when EMNES’ acquirers demonstrate the loss of the targets’ autonomy.

Integration
level Factor 1 Factor 2 Factor 3 Factor4 Factor 5

Spearman’s Integration Correlation 1.000 —0.268* —0.161 0.054 —0.046  0.032
rho level coefficient
Significance 0.000 0.028 0.193  0.662 0712 0.796
(two-tailed)
N 67 67 67 67 67 67

Notes: *Correlation is significant at the 0.05 level (two-tailed); **Correlation is significant at the 0.01 level
(two-tailed)
Source: Authors’ survey
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Next, the remaining factors are not shown to be significant as predicting factors; however,
their high scores in the rotated component matrix demonstrate their influential contribution.
A contribution of 22.177 per cent of total variable variation shows that consistency is the
second crucial indicator affecting Chinese post-integration levels. It is a reflection of high-
level managers’ communication skills and personal charisma, and lower level managers’
consistent strategic implementation, supported by employees’ clear understanding of future
goals. It is in agreement with what Lee et al. (2013) considered that managers struggle in
achieving the correct balance between implementing necessary changes and better
understanding employees’ responses. From the perspective of charismatic leadership,
Giessner ef al. (2016) argued that a structured management team throughout the top- and
mid-level management that provides a positive sense of the merged future vision for
employees is essential during the post-acquisition integration. In addition, the integration
degree of Chinese reverse M&As is also influenced by the involvement degree of employees
in the group-oriented work and the decision-making process. It is consistent with the
suggestion of Kavanagh and Ashkanasy (2006) that staff members at all levels should be
involved in selecting integration approaches. Finally, the balance between product quality
and productivity and the flexibility of working hours also impact Chinese preference of
integration strategies. It has been speculated by Fuchs and Schalljo (2016) that Chinese
managers’ preference of pursuing productive efficiency at the sacrifice of product quality
and disrespect of the legal working hours of employees have challenged the “Western
professional ethics” and increased the potential for turnover or distancing of German
employees, which may restrict Chinese investors’ capability of implementing integration
strategies.

6. Conclusion and limitation

Many studies have correlated corporate culture differences with the indication of various
M&A performance outcomes, yet the relationship exhibits a lack of clarity between specific
corporate cultural traits and levels of integration applied by EMNES’ investors to organise
their advanced subsidiaries during the post-merger period. Based on a questionnaire survey
of Chinese acquisitions in Germany, this paper uncovered five principal organisational
cultural indicators (i.e. adaptability, consistency, involvement, balance and flexibility) that
affect Chinese acquirers applying varying integration strategies with different integration
levels to manage their German subsidiaries. Furthermore, this study has empirically
discovered that adaptability is the only significant organisational cultural predictor for
predicting integration levels that will be adopted by Chinese investors. The negative
relationship between adaptability and levels of integration in Chinese reverse takeovers
makes it clear that the stronger the adaptability of the newly merged organisation, the lower
the level of Chinese investors’ post-acquisition integration.

Moreover, the universality of the five-factor structure model demonstrated by this
survey provides practical managerial and policy implications to guide numerous of
Chinese or other EMNES’ reverse acquirers in devising and performing their PMI
strategies in the light of particular organisational cultural traits. By and large,
executives of Chinese or other EMNESs investors who invest in developed economies
will benefit from this research. It has been frequently mentioned that the emerging
investors often overlook the influence of OC when integrating an advanced subsidiary
(Liu and Woywode, 2013). Such emerging acquirers need to realise that it is necessary
to figure out the willingness of cooperation of the target employees before setting
integration strategies. Neglecting the adaptability of the target employees may lead to
troubles and cost losses in case of adjusting PMI approaches. Accordingly, a
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psychological bond of the target staff attached to the newly merged organisation needs
to be built. Such psychological attachment could promote the employees’ adaptability
and thereby reduce PMI difficulty. Besides, it is recommended that Chinese executives
should pay more attention to their communication skills to enhance the target
employees’ understanding of their future common goals. At the same time, there is a
great need to align a unified internal structural system to ensure the middle- and lower-
level managers’ consistent strategic implementation. In addition, it would be better to
give access to staff members to be involved in governing the organisational affairs and
venting their opinions in the decision-making and integration process, rather than
carrying out Chinese traditional hierarchical managerial manner. Finally, we suggest
that emerging multinational investors respect Western professional principles, for
instance, paying attention to the product quality and respecting Western working
times, which would play a positive role in promoting the implementation of their
integration blueprint.

However, limited by available research time and not yet full consideration, some
limitations exist in the preliminary findings of this survey. Firstly, as a questionnaire
survey, the familiar sets of shortcomings are present. The sensitiveness of the field of
M&A may restrict respondents’ willingness to comment on the survey, especially when
the majority of respondents are senior managers. Also, snowball sampling helps to
access a sufficient number of subjects recommended by the acquaintance of initial
subjects, while, at the same time, also inducing potential bias and inaccuracy. For
instance, only 16 German respondents were included in the survey, merely accounting
for 24 per cent of the total successful sample. The second limitation is that the small
samples in our data are limited to the German market. Whether the findings could be
extended to other EMNES’ reverse M&As is unclear. Hence, it would be worthwhile
testing the link between specific organisational cultural dimensions and post-
integration levels of other developed country takeover targets acquired by Chinese
investors or by other EMNESs investors. Lastly, because of the difficulty of collecting
enough quantitative data in the area of M&A, not all the samples we obtained related to
listed Chinese parent companies. Owing to partially unpublished financial statements
of Chinese parent companies in these samples, we were unable to take financial
performance as a variable to test whether the level of integration is the mediator
between organisational cultural dimensions and acquisition performance or not.
Previous studies have examined merely the linkage between OC and performance
directly, whereas there is still a level of uncertainty about whether or how the
integration level plays a moderate and interactive role between them, as Weber et al.
(2011) suspected. Nonetheless, our findings propose a direction and actionable insights
for future work by M&A and organisational culture researchers, which might target the
link between PMI levels and particular corporate cultural traits and M&A performance,
provided that it is possible to obtain appropriate samples with enough incorporated
financial data.
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Abstract

Purpose — This paper aims to examine dynamic multi-stage post-merger integration (PMI) evolutions by
Chinese multinational enterprises (CMNES) in the German market and their potential influencing factors.

Design/methodology/approach — A data set was collected from 25 interviews with 21 respondents from
six Chinese acquisition cases in Germany, and a comparative multi-case study and content analysis were applied.
Findings — The results reveal that Chinese acquirers take segmented linear integration path in Germany
from nearly no integration to organisational integration and then to production integration. It contains three
sub-paths: the P-O-O path (partnering—organisational optimisation—production optimisation), the P-P-P path
(preservation—organisational preservation—production preservation) and the P-C-C path (preservation—
organisational centralisation—production confusion). The initial nearly no integration condition is mainly
impacted by asymmetric information and the targets’ strategic positions, whereas different organisational
and production integration degrees in mid- and long-term stages are primarily influenced by Chinese
acquirers’ different dynamic capabilities. Moreover, Chinese acquirers’ corporate ownership is not found to
be a significant factor that influences CMNEs to take different integration strategies in different PMI stages.

Research limitations/implications — This paper contributes to broaden emerging multinational
enterprises’ (EMNEs) PMI theory by adding dynamic perspective and provides suggestions for mergers and
acquisitions (M&As) practitioners to identify integration options and avoid integration pitfalls in different
integration stages.

Originality/value — Existing works identified that EMNESs prefer to partner with the targets in advanced
markets, but lacked a dynamic perspective to disclose whether the partnering strategy would be adjusted or
not over time. This study is the first to explore multi-stage integration changes and is one of the few studies
that recognise the interaction of the integration strategy with the dynamic capability of the acquiring
enterprises.

Keywords Dynamic capability, EMNEs, Dynamic perspective, Corporate ownership,
Post-merger integration, Chinese M&A

Paper type Case study

Introduction
In the current global foreign direct investment (FDI) arena, mergers and acquisitions (M&As)
are a sought-after means of leapfrog expansion for an organisation (Ai and Tan, 2018).
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Pursuing cross-border M&As is a vital strategy of developed multinational corporations
looking to gain efficient resource allocation and organic competition (Bhabra and Huang, 2013;
Rouzies et al, 2019). These actions by multinational corporations have stimulated extensive
empirical propositions in academic studies over the past decades (He and Zhang, 2018).
Recently, along with the increasing outward investment activities from emerging multinational
enterprises (EMNEs), scholars have begun to switch their focus to the international strategies
of the newly emerging giants (Deng et al, 2018; Liu and Woywode, 2013; Qiu and Homer, 2018).
Among them, Chinese cross-border acquisitions have attracted much attention from different
disciplines (Rouzies et al, 2019). Despite the global financial crisis in 2008, the volume of
Chinese M&As kept a regular growth rate of 17 per cent from 2011 to 2015, and after that,
China soared to the top of the global FDI rankings (Ai and Tan, 2018). China is regarded as “the
most prominent among high-growth international economic entities in terms of its involvement
in M&A deals” (Bhabra and Huang, 2013, p. 187). It is worth noting that Chinese multinationals
have manifested gradual interest in acquiring knowledge-intensive sectors (e.g. machinery,
high-tech technology) in developed markets; this is coined by academia as “reverse M&A”
(Sun, 2018). Although China’s overall acquisition volume was down by 11 per cent in 2017
compared with 2016, China’s reverse acquisition deals for upmarket asset seeking are
increasing (Qiu and Homer, 2018).

Much research has shed light on EMNESs’ acquisitions from different aspects. Unique
motivations have been found to drive emerging multinationals to acquire firms in advanced
economies (Garbuio and Lovallo, 2017; Rexhepi et al., 2017). Another wealth of studies aims
to explain EMNEs’ dissatisfaction in acquisition performance (Alaaraj ef al., 2018; Rua,
2018), in which post-merger integration (PMI) management is considered a crucial element
(Deng et al, 2018). Arguably, emerging multinationals are challenged to formulate an
integration that will harvest synergies and create value (Rouzies et al, 2019) and relevant
research is in its infancy. Sporadic existing studies contend that emerging multinationals
prefer to partner with the upmarket target firms, but no study has explored whether this
partnering strategy is reinforced over time. As Sun (2018, p. 4) suspected, “it is very
problematic whether the ‘light touch’ can be able to holistically shed light on the post-M&A
integration process of reverse M&A”. Hence, it is necessary to explore the potential
integration evolutions in emerging multinationals’ acquisitions from a dynamic perspective.

This paper strives to explicate two research objectives: to examine how and why Chinese
multinational enterprises (CMNESs) take dynamic integration paths in the German market.
To answer the research questions, this study looked at six Chinese acquisition cases in
Germany. Our findings show that Chinese acquirers in Germany take an integration path
that is a segmented linear process, from nearly no integration in the initial year after
acquisition, to organisational integration in the mid-term stage from the second to third year
and then production integration in long-term stage starting from the fourth year.
Specifically, we identify three different sub-paths and describe them as the P-O-O
path (partnering—organisational optimisation—production optimisation), the P-P-P path
(preservation—organisational preservation—production preservation), and the P-C-C path
(preservation—organisational centralisation—production confusion). The condition of nearly
no integration in the initial year is mainly caused by asymmetric information and the
targets’ strategic positions; whereas the changing integration paths in the mid- and long-
terms are mostly caused by the different dynamic capabilities of the CMNEs. Chinese
acquirers’ corporate ownership seems not to be a notable factor that impacts CMNEs to take
different integration strategies in different PMI stages. This paper is unique as it collected
and documented multi-stage dynamic integrative evolutions initiated by CMNESs over at



least a four-year period, which has never been investigated in studies in this way. This
paper contributes to broadening theories of EMNES’ PMI management.

The structure of this paper is as follows. Next section reviews the theoretical literature of
EMNESs’ post-acquisition integration and its influencing factors. The research methodology
and procedures in details are presented next. The next section reports the findings on the
cross-case empirical observations of CMNEs’ dynamic integration paths in Germany and
the factors that influence them. In the discussion section, we develop a model of CMNESs’
dynamic PMI paths and antecedents to compare with existing related studies. The last
section summarises the research by stressing the major findings and discussing the
theoretical and practical contributions, following with reflections on research limitations
and prospects for future research directions.

Literature review

Post-merger integration typologies

Early M&A researchers developed a series of PMI typologies from different perspectives
based on the acquisition practices of developed-countries’ multinational enterprises
(DMNES) (Greenwood et al., 1994; Haspeslagh and Jemison, 1991; Kitching, 1967; Lindgren,
1982). For example, from the perspective of organisational behaviour, Nahavandi and
Malekzadeh (1988) concentrated on acculturative stress and identified four integration
modes: separation, assimilation, integration and deculturation. Mirvis and Marks (2011)
observed culture changes and proposed five integrative modes: preservation, absorption,
transformation, reverse takeover and best of both. The most commonly recognised
framework, however, is the Haspeslagh and Jemison (1991) 2 x 2 matrix, inferred from a
process perspective. Haspeslagh and Jemison (1991) deemed that the value creation of an
M&A depends heavily on the integration process. Based on the degree of strategic
interdependence and the target’s need for autonomy, they put forward four ideal integration
modes: absorption, preservation, symbiosis and holding. As Haspeslagh and Jemison (1991)
explained, “absorption” quickly and maximally aligns the targets’ organisational and
operational processes with the acquirers’ systems. In contrast, “preservation” grants the
targets the highest autonomy to maintain their original structures and operations.
“Symbiosis” is the most challenging mode, balancing high strategic interdependence and
high autonomy. Finally, the “holding” mode is adopted less by strategic acquirers; it is used
mostly by financial investors.

However, contrasting with DMNEs’ traditional integration modes, researchers noticed
that EMNESs rewrote the extant PMI rules and challenged traditional integration theories by
adopting a distinctive integration approach. Kale and Singh (2012) first named this unique
approach as “partnering” and adapted the Haspeslagh and Jemison (1991) framework to
EMNES’ integration by slightly adjusting two criteria of structural integration and activities
coordination (see Figure 1). Kale and Singh (2012) argued that DMNEs usually absorb
overseas targets, whereas EMNEs, including Chinese multinationals, prefer “to partner”
with targets. In “partnering”, the targets’ organisational and operational structures are
separate from those of the acquirers; there is limited resources replacement but high
autonomy. Meanwhile, there is selective coordination of activities between the two sides.
Subsequent studies focussing on CMNESs presented a similar observation. By examining 13
Chinese acquisitions in Germany, Liu and Woywode (2013) identified the Chinese “light-
touch” strategy as a mix of symbiosis and preservation. Namely, CMNES propose strategic
advices passively and inactively. Also, they selectively coordinate activities with targets but
rarely intervene in targets’ operations. Marchand (2017) inspected 13 EMNEs’ upmarket
acquisitions, including five Chinese samples, and subdivided the “partnering” into three
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Figure 1.

The Kale and Singh’s
(2012) framework for
EMNESs’ Partnering
in advanced markets
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Source: Kale and Singh, 2012, p. 7

variants: transfer, springboard, or synergy partnering — according to the acquiring firms’
activities coordination. Torres de Oliveira and Rottig (2018) scrutinised a single Chinese
acquisition case in Germany and, from the social capital perspective, identified the Chinese
preference for “supportive partnering”. Sun (2018) proposed the Wu-Wei paradigm by
inspecting 12 Chinese acquisition cases in five advanced markets: Germany, The
Netherlands, Italy, France and the United States, which contains “a top-down effortless
integration initiated by CMNEs” and “a bottom-up reverse integration conducted by
acquired firms.” Arguably, EMNE researchers commonly believe that CMNEs adopt a
hands-off “partnering” approach. However, like Kale and Singh (2012) pointed out, this
effortless partnering strategy may be merely a static or tentative snapshot in the early
stages and possibly be adjusted dynamically over time. Nevertheless, no empirical research
evidence tested whether or how Chinese multinationals change their partnering approach
over time. This indicates that this study is a promising research topic. Notably, the Kale and
Singh (2012) framework broadly covers the extant research on EMNEs and thus, is an
appropriate basic framework for this study. Figure 1 presents the Kale and Singh (2012)
framework of EMNESs’ upmarket partnering integration.

Influencing factors of post-merger integration

The factors affecting multinational enterprises’ integration practices are complicated and
mixed. In general, possessing managerial and technological skills, DMNEs initiate cross-border
M&As primarily to increase in size and improve efficiency (Greenwood et al., 1994; Graebner
et al, 2017). In comparison, EMNEs usually acquire upmarket entities to explore superior
strategic assets and strengthen global competition (Wei and Clegg, 2014). An acquired firm
with highly-recognised local and global brands and first-rate resources can be leveraged by the
EMNE to improve its reputation (Gulanowski et al,, 2018; Qiu and Homer, 2018). The extant
literature has identified several factors that induce emerging firms to prefer partnering with
their upmarket acquisitions. Kale and Singh (2012) assumed that, in the initial
internationalisation stage, most EMNEs are novices who lack sufficient managerial skills to
integrate the advanced economies. Meyer et al (2014) and Wei and Clegg (2014) added that this



insufficient management capability might lead the upmarket targets distrust or resist the
emerging acquirers. Under these conditions, keeping targets separate and retaining their
resources seem logical and advisable. Liu and Woywode (2013) stated that due to the low
learning or absorptive capability, CMNEs are challenged by huge gaps in resources and
capabilities with their advanced targets. In addition, the Chinese national culture of long-term
orientation might affect CMNEs to view their acquisitions as long-term investments and prefer
to grow with the targets rather than absorbing them. Marchand (2017) inferred that EMNES’
administrative heritage, such as geography, acquisition experience or national institutional
contexts, might contribute to their taking concessions in the short run. Sun (2018) found that
the asymmetries of Chinese resources, capabilities, vision and status with the acquired targets
formed the CMNEs® “harmony-focused” integration view. Again however, the extant
fragmented research merely explains the antecedents of EMNES’ partnering approach but fails
to explain potential changes in integration.

Methodology

Case selection

We adopted a multi-case research method to analyse CMNES’ dynamic integration paths in
Germany. A multi-case method not only overcomes the drawback of idiosyncratic observation
from a single sample but also extends the adaptability of the findings through cross-case
comparison in different contexts (Lebedev ef al, 2015). Applicable cases were selected
purposively because purposive, multi-criterion sampling favours in-depth cross cases
comparison (Lebedev ef al, 2015). This study focuses on acquisitions initiated by CMNEs in
Germany for two reasons. First, Germany attracts a great amount of attention from Chinese
investors. According to statistics of the Chinese Ministry of Commerce (2017, p. 117), “among
China’s outward FDI flows to the European Union, Germany ranked first”. Second, this
research concentrates on post-acquisition integration paths dominated by Chinese acquirers.
Regional effects therefore could not influence the research results. Also, samples were
narrowed down to the industrial sector to highlight the representativeness of Chinese M&As in
Germany. Prior studies found it hard to generate results to fit all industries; therefore, focussing
on a typical sector can help explore a broader phenomenon (Schweizer, 2005). The advanced
technical and managerial know-how in the German industrial sector is of vital importance to
Chinese investors, with 51.8 per cent of Chinese investment in Germany flowing to
manufacturing services (Chinese Ministry of Commerce, 2017). Finally, Zheng et al. (2016)
stated that the cases at earlier PMI stage (i.e. the initial six to twelve months after a deal closed)
could not show visible integration patterns. Moreover, Hoffman (2013) found that multinational
enterprises usually initiate at least two integration waves (i.e. the first year is oversight and the
second to third year addresses external and internal constraints, like political regulations, to
remove barriers for further integration). Therefore, ideal cases for our research should be
M&As that occurred at least 4 years ago to inspect how CMNEs change their integration
strategies in a long-term perspective. Thus, cases that took place after 2014 were excluded from
this research, which was carried out in 2017.

Potential cases were searched from the acquisition report organised by SMB
Consultants (2017) that listed China’s major acquisitions in Germany from 2005 to 2017
(191 total cases). To ensure the accuracy of the database, we reviewed the cases manually
and ruled out the ones that do not meet our selection criteria. Of them, 94 cases occurred
before 2014; of those, 30 cases were not in the industrial sector and eight case firms were
closed permanently. Based on Eisenhardt’s (1989) advice that it is generally typical and
appropriate to investigate four to ten cases in case study research, of the remaining 59
cases, we firstly contacted four potential samples through emails, phone calls, or personal
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networks. The four cases initiated by Chinese acquirers with different corporate
ownerships were chosen purposely to further heighten the cross-case comparability, with
two initiated by Chinese privately owned enterprises (POEs) and two by Chinese state-
owned enterprises (SOEs). After excluding the potential interviewees of a SOE
acquisition case who refused our interview requests, we successfully contacted the
participants of another SOE acquisition case. Then an initial data analysis of the first
four samples was conducted, with a result that further research was needed. Two more
cases therefore were contacted and investigated (i.e. one more POE acquisition case and
one more SOE acquisition case) and the analysis began to become repetitive, with no
more new insights being extracted from the data. Hence, the research was finally finished
with six qualified samples. Table I lists the elemental information of the selected cases.

Data collection

An in-depth interview method was adopted to collect our data with a semi-structured
interview questionnaire. Unlike a closed questionnaire with a fixed format, a semi-
structured questionnaire not only has a standard structure and elements to ensure a certain
degree of comparability, but also offers us the flexibility of adjusting the questions during
interviews according to the respondents’ backgrounds and knowledge (van den Oever and
Martin, 2018). Based on the Kale and Singh (2012) framework, the basic interview questions
about structural integration and activities coordination degrees were designed, developed
with additional questions about organisational and production changes to further identify
the changes of CMNE's integrations. The questionnaire was summarised in twofold. First,
the interviewees were asked to describe and comment on how much the CMNEs interfere
with the targets’ organisational operations (e.g. autonomy, decision-making process,
turnover rate) and production operations (e.g. technical coordination, production changes,
market segmentation, customer positioning) at the start of PMI; how about the targets’
reactions to the CMNES’ interference. Second, they were asked if there were any changes
later. If there were changes, the respondents were asked when the changes happened and
why and how the changes occurred. We first piloted the questionnaire with three
experienced M&A consultants working in Germany, confirmed the validity and feasibility
of these interview questions, and revised the language of the questionnaire to be more
practical and easier to understand. Table II shows a brief description of the participating
consultants. From March 2017 to September 2018, 25 interviews were conducted with 21
respondents through face-to-face, Skype, or telephone conversations, lasting from
40 minutes to two hours, in general. The questions were adjusted flexibly during the
interviews according to the respondents’ different identities; meanwhile, the basic interview
structure was retained to ensure the later data comparability. All of the respondents were
allowed to offer free narrative on their abundant observations. Of them, four respondents
were re-contacted to confirm ambiguous information from their initial interviews. The
respondents were Chinese and German managers and employees who directly participated
in the PMI process and have been working in German target firms for more than four years.
These respondents could provide long-term integration insights. Table III presents a brief
description of the respondents. Meanwhile, for supplementation and triangulation, second-
hand archival data were collected from previous literature, the specialised press and firms’
websites and internal reports.

Data analysis
We followed the established procedures of content analysis and coding techniques to
organise and analyse the interview data (Charmaz, 2014; Erlingsson and Brysiewicz, 2017;
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TableII.

Brief description of
the contributing
consultants

Yin, 2003). To start with, the interviews were recorded and transcribed into text in
anonymity, according to the respondents’ requirements. Then, MAXQDA 12 software was
used to facilitate organising and analysing the data by extracting and coding phrases, terms
and sentences from the data. MAXQDA 12 is suitable for analysing exploratory qualitative
material through cross-reference between theory and data, by adjusting the codes readily
and forming a systematic and hierarchical coding tree with categories and themes (Charmaz,
2014). The easiest case to be categorised was addressed firstly as follows. The initial coding
elements were constructed based on the two dimensions of the Kale and Singh (2012)
framework surrounding several topics (e.g. targets’ autonomy, acquirers’ interventions,
organisational changes, knowledge transference, activities coordination, operational
changes, consistency with Chinese parent firms’ systems). Then, basic-level codes were
categorised and synthesised to higher-level themes. The most distinguished case shows
three obvious time-phase integration changes, that is, the first year after the acquisition, the
mid-term (the second and third years) and the long term (the fourth year and beyond). To
strengthen the follow-up cases comparability, we continued this temporal approach when
coding rest of the cases. This supports replication logic regarding treating each sample as a
different experiment to confirm or disconfirm observations (Zheng et al,, 2016). Temporal
distinction here aims at clarifying conception of conceptualising the integration process as
several various stages. The actual stages boundaries, however, might be less clear than our
simple description, as the actual condition may be much more complicated. The remaining
cases were coded case by case, successively. A cross-case analysis followed the single
within-case analysis with the coding elements and themes constantly developed and
upgraded. We analysed the coded conceptual themes and categories iteratively and
retrospectively until a theoretical saturation framework and emerging models arose.
Ultimately, the final coding structure of the data exploration outputted by MAXQDA 12 is
presented in Figure 2.

Findings

Identified integration paths

Initial stage (the first year after acquisition): Nearly no integration

Preservation (Case A). Regarding the target firm as a completely separate entity, acquirer A
merely offered strategic suggestions. Only one Chinese executive was delegated as the Chief
Liaison Officer (CLO) for coordination, yet he had no power to interfere with the German
daily operations. Except for monthly reporting of fiscal performance to the Chinese group,
all of the German resources (e.g. brands, employees and the R&D centre) were kept without

Working No. of Duration Interview Interview
Consultants  Position Working at years interviews (min) language  format
1 Director Investment 10" 1 60 Chinese Face-to-face
bank in
Germany
2 Director Consulting Co., 20" 1 60 Chinese Face-to-face
in Germany
3 Senior  Consulting Co., 10" 1 40 Chinese Face-to-face
in Germany

Note: 10": more than 10 years
Source: Organised from authors’ research materials




Dynamic

Currently Working ~ No.of  Duration Interview Interview . .
Case Position working at years interviews (min) language format mtegr ati(l’)]n
atns
A CLO Target firm 6 1 40  Chinese  Skype P
Founder Target firm 10" 1 60  English  Skype
Deputy general manager Acquiring firm 5 1 60  Chinese  Telephone
M&A Director Acquiring firm 5 1 50  Chinese  Face-to-
face 9
B Director-P&SC Target firm 6 1 60  Chinese  Telephone
department
Director-HR Target firm 5 1 40  English  Telephone
Director-M&A Target firm 4 2 110  Chinese  Face-to-
department face
Global M&A principal ~ Acquiring firm 5 1 40  Chinese  Skype
C CEO Target firm 4 2 180  Chinese  Telephone
Assistant of CEO Target firm 4 1 95  English  Telephone
Assistant of HR Target firm 4 2 150  Chinese  Telephone
D MD-Advisory Board Target firm 6 1 40  Chinese  Skype
Director-Technical Acquiring firm 6 1 100 Chinese  Telephone
department
Director-Technical Target firm 6 1 50  English  Telephone
department
CRO Target firm 4 1 50  English  Telephone
E CEO Target firm 5 1 40  Chinese  Skype
Staff-Technical Target firm 10" 1 120 Chinese  Telephone
department
Director-M&A Acquiring firm 4 1 90  Chinese  Skype
department
F Director-Marketing Acquiring firm 7 1 140  Chinese  Skype
department
Director-Marketing Target firm 10" 2 190  English  Skype
department
Director-M&A Acquiring firm 4 1 60  Chinese  Telephone
department
Notes: CLO: Chief Liaison Officer; MD: Managing Director; P&SC: Purchases and Supply Chain; CRO: . T?bl,e 1.
Chief Re-organisation Officer Brief description of

Source: Organised from authors’ research materials all cases’ respondents

any changes. The Chinese firm brought an influx of cash to support German operational
resumption, such as establishing new office buildings, staff canteens, production plants and
warehouses. The CLO explained that this preservation was aimed at “keeping core
personnel and sophisticated technology”, but the CLO also quietly acknowledged that it was
hard to communicate well with the target, owing to psychological resistance. The German
employees seemed to be dissatisfied with their new boss. The deputy general manager of
acquirer A complained, “they (target A) stick to their way and often turn a deaf ear to our
development suggestions.”

Partnering (Cases B, D and E). Similar to case A, in cases B, D and E, all of the targets’
resources were kept intact. German managers were retained and, insiders were promoted to
replace retiring German seniors. The original German financial systems were still in use and
a financial reporting system that met Chinese financial reporting standards was established
to report annual financial elements to the Chinese. In each case, one Chinese person was
placed at the target firm as a “boundary spanner” to coordinate mutual needs. Although
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Initial-Order Constructs

*Statements on kept all target’s resources (e.g. brand, employees) as original

Second-Order Themes

Figure 2.

The coding structure

outputted by
MAXQDA 12

* Statements on granted target’s managers with high autonomy:; acquirers did Preservation
not interfere with targets but passively offered strategic suggestions (Case A)
* on little & activities i targets showing
rejection to acquirers
* Statements on kept all target’s resources (e.g. brand, employees) as original Partnering
* Statements on granted target’s managers with high autonomy: acquirers did (Cases BDE)
not interfere with targets but passively offered strategic suggestions
* on active ication on market activities
interactions, mutual personal rotations, etc.
* Statements on kept all target’s resources (e.g. brand, employees) as original Preservation
except merged brands quickly (Cases CF)
* Statements on granted target’s managers with high autonomy
* on hardly & activities ; acquirers
showing indifference to targets
Organi preservation
*Statements on no significant changes except CEO’s replacement (Case A)

*Statements on interfered with targets’ organisational operations actively
*Statements on integrated targets’ organisational systems with those of parent

firms by launching some mechanisms

Organisational optimisation

(Cases BDE)

*Statements on acquirers controlled everything

*Statements on targets autonomy deprived

(Cases CF)

on keeps i ions, markets, ete. totally separate

Production preservation

(Case A)

on y upgrade targets” ion and

systems & standardise them with those of Chinese group

Production optimisation
(Cases BDE)

*Statements on muddling targets’ core business

Production confusion

(Cases CF)

*Statements on needing time to know each other

*Statements on targets’ distrust of Chinese integration capabilities

*Statements on targets’ small sizes & low strategic positions and less

managerial attention

*Statements on sensing targets’ internal managerial flaws;

*Statements on sensing targets” human capital (e.g. ethics, capabilities,

personalitics)

on sensing & marketing pment trends;

synergies realization potentials

*Statements on capitalising on targets’ resources: firm-specific advantages

like talents, global networks, market strengths, etc.

Asymmetric information

Strategic position

Sensing capability of

potential threats

Third-Order Dimensions

Nearly no integration

— (initial stage the first

year after acquisition)

Organisational
integration
(mid-term the second to

third year)

Production integration
(long-term the fourth

year and beyond)

L | Influencing factors

v

Sensing capability of

development potentials

Capitalising capability

Initial nearly no

integration

Mid-term

h
|
|
organisational 1
|
integration I

|

Long-term production

integration

Source: Induced from the research’s case studies

some of them joined the German Advisory Board (cases B and D) as communicators, one
was directly appointed as the targets’ Chief Executive Officer (CEO) (case E). In all these
cases, they did not intervene in targets’ operations but only offered strategic initiative
suggestions. However, different from case A, there was frequent and constant
communication on both sides. The HR director of target B felt that “Chinese feedback is
timely—Ilots of face-to-face or video-meetings like convening quarterly development
conferences, technical seminars.” The technical director of target D stated:



[...]Jthey (acquirer D) explicitly convey to us the next few years’ development blueprints.[...]. He
(the Chinese communicator) is easy-going and often inquiries about our opinions. Even our
ordinary employees can directly talk with him about the firm’s shortcomings or the directions we
want to go. His office door is open for us at any time.

These CMNEs appeared to be positively recognised by the targets. Mutual personnel
rotation was used to obtain German technological guidance and coordinate mutual markets.
A few Chinese employees were allocated in different departments at the targets to provide
supportive activities.

Preservation (Cases C and F). In cases C and F, except for immediate merging of German
brands, the majority of the targets’ resources, likewise, were kept as they were before being
acquired. The German managers retained great discretion and no Chinese staff joined or
interfered. Contrasting with the boycott seen at target A, employees of targets C and F
showed a positive welcome to the Chinese investors who brought in substantial cash; they
regarded the acquisition as a “promising revival”’. However, the reality was not what it
seemed. The targets were puzzled by insufficient and inefficient communication from the
acquirers. The HR assistant of target C complained, “she (the Chinese shareholder) rarely
came here after the acquisition. Even when she came, she didn’t listen to us attentively at
meetings. She often immediately forgot our requests and asked us to repeat again and again.
She seems to not treat us seriously at all.” Target F was confronted with similar indifference
and its marketing director said, “information is opaque. We don’t know what they (acquirer
F) want to do. Their actions are often different from what they promised or announced.”
Minimal interaction at these two targets seems to be the consequence of the Chinese
acquirers’ wilful neglect, rather than of the targets’ resistance.

Mid-term stage (the second to third year): organisational integration
Orgamisational preservation (Case A)

At the mid-term stage, Case A still approached the ideal preservation, although slight
changes occurred. Due to some conflicting management concepts with the Chinese firm, the
CEO of target A left in the second year. Soon, a German replacement was brought in who
had working experiences in Asian firms and understood Chinese ways. Many managers of
the target’s global subsidiaries were adjusted, but the M&A director of acquirer A stressed,
“it is not our requirement, but it was decided by their (target A’s) internal management
teams.”

Organisational optimisation (Cases B, D and E)

After transitioning from the first year’s passive “wait-and-see” attitude, the boundary
spanners began to actively intervene in the targets’ organisational operations. The
coordinator of acquirer B was nominated as the director of the target’s purchasing and
supply chain (P&SC) department, with equal voting and decision-making power as other
German executives. The communicator of acquirer D became the managing director (MD) of
the target’s Advisory Board, which needs his final permission in some circumstances. The
Chinese CEO of target E began to wield his sceptres; he said, “unlike the first year that I
didn’t intervene in their (target F’s) decisions, now I still like consulting with them if their
opinions are constructive, but if not, I would make my own decisions decisively.”
Concurrently, some organisational integration mechanisms were launched to merge the
targets’ organisational structures with the Chinese group’s systems. Target B was listed on
China’s A-share market with its assets injected into the Chinese parent firm and German
managers joined the Chinese firm’s Board of Directors to make decisions for the entire
Chinese group. The sales team of target D was wholly reorganised, with all original sales
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staff replaced by the newly recruited young German employees. Their offices were moved
into the same building with those of the technical department to coordinate the firm’s whole
operations rather than merely being concerned about their respective departments’
performance. At target E, the original German flat management was replaced by the
Sinicised organisational structure of an Executive Committee with three standing committee
manager seats and two rotating seats filled by candidates from the target’s global
subsidiaries. Also, “Group Rules” with Chinese standardised documentation was issued to
centralise all of the prior dispersed organisational divisions (e.g. finance, sales and suppliers)
of target E’s global subsidiaries.

Organisational centralisation (Cases C and F)

Since the second year, acquirers C and F introduced a two-tier management system. In each
case, a Chinese executive was granted with a high position, replacing the targets’ German
CEOs; they controlled rather than coordinated. Deprived of their original autonomy, the
German managers were downgraded to nominal deputies without real power. At both firms,
the targets must bring all operational documents to the Chinese CEO daily for his signature
to get needed production materials. Surprisingly, even the Chinese CEO must frequently
report every specific issue to the Chinese shareholder to solicit permission. Final decisions
were actually made by the Chinese shareholder. As target C's CEO assistant commented,
“our CEO looks like a ‘puppet’. Our shareholder is tough and harsh. She controls everything
rigidly, like material price and even projects’ specific implementation.” Later, the situation
became more autocratic and nonsensical. The CEO was fired for no specific reason and
quickly replaced by the shareholder’s cronies. Likewise, target F's CEOs were switched
frequently, with at least five Chinese dispatched to target F, sometimes without informing
the German managers. An increasing number of staffs were laid off in various departments.

Long-term stage (the fourth year and beyond): production integration
Production preservation (Case A)

Production preservation seems to be a compromised scheme. Acquirer A experienced an
unsuccessful attempt to learn from the target. The CLO remarked that they failed to access
the global marketplace for geographic expansion owing to the target’s refusal to impart
technical knowledge. The markets continue to be maintained separately, namely, acquirer A
sells to China’s market and target A focuses on its original international niche market. In
purchasing operations, the target insists on controlling the purchase of raw materials from
its original European suppliers instead of importing Asian resources, because of a desire to
fully guarantee the quality. Unifying its purchasing channel with that of the acquirer would
never be an option for target A.

Production optimisation (cases B, D and E)

Developing a more pragmatic direction since the fourth year, these three CMINEs moved
toward selectively upgrading the targets’ operational systems and standardising them with
the Chinese systems. The P&SC of target B has been wholly adjusted from its prior
dispersed systems with dissimilar standards to standardised global procurement and
overall sourcing. As the Chinese P&SC director explained, “like other overseas subsidiaries
of our parent firm, we no longer purchase in the name of German brand but of the Chinese
parent group.” In case D, a joint R&D centre and factory in China connects both sides’
production. Joint project teams with technical staff from both sides and transnational
assemblers and suppliers bring visible benefits to both sides’ operations. Systemised with



Chinese procedures, the production lines of target E have been completely reformed from
grouping by vehicle type to grouping by component assembly lines.

Production confusion (Cases C and F)

Targets C and F were the most mistreated. Dragged down into total chaos by the acquirers,
their core businesses became muddled and ambiguous. At target C, the old die-casting
machinery dating from the 1950s was shelved and no capital expenditures were made for
equipment updates. Instead, the target was required to fulfil mechanical parts machining
orders, a low-profit ancillary business that is time and labour consuming. Similarly, target F,
which was proficient in manufacturing large machine tools in a manual workshop
production mode, was asked to mass produce small and medium-sized equipment. In both
targets, highly recognised German brands were harmed. Technical learning was ineffective.
Totally ignoring the German suggestion of establishing a team in China to put German
skills into practice in Chinese factories, the rotating Chinese personnel of acquirer F did
nothing after visiting German plants. The target’s marketing director reputed, “they
(Chinese rotating personnel) seem to come to Germany for travelling, not for learning.”

Identified influencing factors

Asymmetric information and strategic position. initial stage — nearly no integration

On one hand, although they had some prior international initiatives (e.g. setting up overseas
subsidiaries, R&D centres or joint ventures), few of the CMNEs in our sample had
experience in acquiring advanced firms. Lacking knowledge of the German business
environment (e.g. laws, social relationships) and of the German firms’ operational rules, the
CMNEs tended to slow down the integration pace and took a cautious attitude in the initial
year to observe the targets’ actual micro-management and operations. On the other hand,
some targets mistrusted the competency of the Chinese integration methods at first, even
though some targets (B, D and E) considered the Chinese acquirers to be equal partners
because of their high product complementarity. Distrust was more heavily present in case A;
proud of its superior technology, target A presented a certain arrogance as it had high
product homogeneity with acquirer A and was far ahead of the international market when
competing with the acquirer in the past few decades. Under such circumstances, to ease
asymmetric information and increase mutual-understanding, a compromised preservation
strategy or partnering with plenty of communication and observation in the initial year was
necessary and reasonable.

Compared with the cautious attitude of the above acquirers, the preservation strategies
of acquirers C and F seem to be more of a “do not care” attitude. As the HR assistant of
target C described, “our shareholder thinks her main battlefield is in China.” The marketing
director of target F also expressed, “they (acquirer F) merely regard us as an overseas
‘concubine’ who doesn’t deserve much love.” This might relate to the targets’ sizes and
strategic positions. Larger-sized acquisitions require more caution; large targets are
generally strategically imported to a CMNE’s network. The smaller-sized targets, C and F,
may represent a relatively lower strategic position in the acquirers’ networks and thus, they
receive less Chinese managerial attention.

Sensing capability of potential threats: mid-term ovganisational integration

The evidence suggests mid-term integration initiatives may be triggered by the CMNESs’
sense of crisis about the targets’ managerial issues and human capital (e.g. employees’
personalities, competencies, attitudes) during the pre-acquisition and the initial observation
periods. Acquirer B focuses on the prevention of potential threats before an acquisition. As
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the M&A director stressed, “we only purchase targets that are in good operating conditions,
not those in downside risks or bankruptcy.” In fact, some targets tend to conceal their actual
situation before deals for a better bargaining price. Organisational structural reformation
would be necessary when discovering the target has been struggling in poor managerial
plights, even with an original hands-off intention. The technical director of acquirer D
perceived, “they (target D) were affiliated to one German group before. They only supplied
goods for the group so they lack the awareness of developing their own external market.”
The Chinese CEO of acquirer E discovered:

[...]addicted to investing in high-tech R&D excessively, they (target E) ignored market demands
and their products can’t be sold. So, their capital chain was broken. That’s why they went
bankrupt. It is necessary to adjust and optimise those inefficient and unreasonable organisational
structures.

The Chief Reorganisation Officer (CRO) of target D added:

[...] simply offering suggestions is not enough. Reorganisation is imperative. Sometimes they
(target D) oppose it as they don’t know where the problems are. This can be solved with much
communication work. But a premise is that we have a shared vision and common good.

In this sense, gaining targets’ support paves the way for potential organisational
optimisation. In the words of the global M&A principal of acquirer B, “buying firms is
actually buying employees. We now can fully amalgamate with a premise that we only
consider buying the targets whose managers recognise our values. If they don’t support us,
we won't buy.”

By contrast, acquirer A seems to have suffered from the dilemma that German
employees did not recognise this acquisition, perhaps because it was insensitive to the
target’s latent hostility before the acquisition. German employees at the target were to
trying to distance themselves and draw lines with the Chinese acquirer. This “distancing”
mentality might be partly because German managers could not accept their behindhand
counterpart as their superiors, and partly because the target’s founder sold the firm to the
Chinese acquirer without informing the employees, which thence left them somewhat bitter
memory. The labour union had once held a strike to protest this acquisition. Despite the new
CEO’s attempts to facilitate interactions with both sides, the German employees were still
emotionally against Chinese interference because of their collective nostalgia to the past
glory. Acquirer A failed to win the favour of the target. The target founder recollected:

[...] we were overconfident of both sides’ cooperation. I got along well with the Chinese
shareholder before the acquisition and we all thus thought employees are not a problem. But it is
indeed a problem.

Being elbowed out of the organisation as an “outsider”, acquirer A found it hard to penetrate
and exert impact on the target.

The organisational centralisation of acquirers C and F provides more evidence for the
suboptimal consequence of neglecting targets’ human capital and management threats.
Acquirer C has dramatic unexpected first-year losses. Each department shirked
responsibilities. The CEO assistant complained, “no one specialises in budgeting or knows
whether an order is profitable or not. [There are] many inexplicable losses.” In fact, signs
were somewhat apparent before the acquisition. Approaching bankruptcy, the German
managers had once viciously increased the employees’ minimum wage to gain a
governmental subsidy and no one really cared about the firm’s life or death. The firm fell
into serious turmoil. However, the Chinese shareholder focused on the rather low purchase
price and did not scrutinise the employees’ capabilities or ethics. Many projects were stalled



and procrastinated by the excuse of “the Chinese don’t understand German laws.” The time
and money spent in project negotiations and squabbling were “unthinkable”. Acquirer C got
nervous and switched on the heavy-handed control mode. The HR assistant explained, “our
shareholder now seriously doubts that the German firm is cheating her. She can be at ease
only when she controls everything.” The CEO regretted the acquisition, saying, “most of the
German workers spent over 30years and some even their whole life working in the
organisation. Their minds” inertia is impossible to be changed by the Chinese.
Understanding the targets’ employees’ personalities and attitudes before acquiring a
German firm is fairly important.”

Likewise, burdened by overspending on investments in high-tech R&D, target F
experienced a continuous financial performance decline in the first year after acquisition.
Instead of seeking to free the target from its predicament, acquirer F deprived the German
managers and took power immediately. This might be mainly because acquirer F is a
majority-owned SOE; the Chinese provincial government controls 44.82 per cent of the firm.
As Zhou (2018) defined, an SOE with more than 30 per cent government is regarded as a
majority-owned SOE. Hence, the Chinese managers at target F were not professional
managers but bureaucrats assigned by the Chinese government. This is quite different from
the acquirers in D and E, which had less significant equity possession by the provincial
government. Acquirer D was converted to a publicly-listed firm in 2007 with a 16.83 per cent
government controlling interest, and acquirer E is a Sino-foreign joint venture with the
government controlling 23.06 per cent. The market-oriented Chinese executives at targets D
and E, like the POE acquirer in case B, were more concerned with maximising business
profit, while the bureaucratic managers at target F had little knowledge of effective
corporate governance. Turning a blind eye to the target’s managerial flaws and
deteriorating performance, they preferred to pursue administrative performance with
political behaviours like strengthening individual authority. The M&A director of acquirer
F disclosed:

[...] they (Chinese CEOs in target F) completely don’t understand business! Each of them only
held a short term of office in Germany and their compensation was not tied to German profits but
to their domestic political positions. This acquisition is an overseas investment symbol to follow
government advocacy and their political task is merely keeping this symbol existing. They are
unwilling to take unforeseen risks or responsibilities during their short-term stay.

Sensing capability of development potentials and capitalising capability: long-term
production integration

Long-term production integration, we observed, might be partly related to the degree of mid-
term organisational integration, and partly influenced by the acquirers’ ability to sense the
targets’ development potentials and to capitalise on the targets’ resources. Acquirers B, D
and E’s perceptions of their targets’ development potentials were lucid, namely, they were
acquiring highly complementary firms to upgrade their domestic production lines with a
new product portfolio and enhance the Chinese market performance. The global M&A
principal of acquirer B said, “we only consider buying the firms who are promising and are
willing to enter into China’s market.” The M&A director of target B responded, “the Chinese
market for lower-end automotive parts has become oversaturated and it would be a potential
market for our high-end electric e-mobility batteries.” The technical director of acquirer D
explained:

[...] the Chinese market has tremendous potential demands for our new product portfolio—a
powertrain system that combines their (target D’s) hydraulics and our diesel engines. Compared
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with most Chinese competitors who can only produce diesel engines, we can serve more
customers and occupy more Chinese market share.

Similarly, the M&A director of acquirer E smiled:

[...] unlike the past when Chinese demands for fire trucks were dispensable, China now
increasingly focuses on social security and demands much better and safer fire trucks. Their
(target E’s) fire truck manufacturing technology will have a long-term prospect in the Chinese fire
trucks area

The coordinated development potentials triggered a successive series of interconnected
production optimisation. The technical staff of target E further explained:

[...]now our targeted market has changed from European markets to the Chinese market where,
different than European markets, there are great needs but it changes rapidly. So, we have to
follow our Chinese parent firm to adjust and upgrade our production model to serve Chinese
customers better

In fact, before the acquisitions, these CMNESs had prominent firm-specific advantages. Even
though they lacked overseas acquisition experiences, they possessed mature experience in
administering Chinese and international diversified business portfolios. Chinese managers
who mastered fluent English and have rich multinational management experience could
interact with Germans proactively and timely. Key Chinese technicians with professional
knowledge and interaction skills could smooth technical or operational issues with German
engineers effectively and efficiently. This bolstered these CMNEs to tap German production
and operational procedures into their systematised global networks.

Relatively, the offerings of both sides in Cases A, C, and F overlapped to a large extent.
Even though it tried to offer Chinese service platforms and resources, acquirer A was blamed
and rejected by the target, because the target worried that Chinese institutional protection of
local counterparts would compress their profit margins, which means fewer developmental
opportunities. Despite a monopoly in the Chinese market, acquirer A did not possess a
position in the global market, while target A had shepherded a substantial global footprint
for decades with a long-established brand. The significant disparity of market power meant
that, although it clearly knew the necessity of reducing production costs to achieve synergies,
acquirer A may not have sufficient capability to integrate the mature German “teacher”.
Under this condition, synergy could not be delivered smoothly. Whereas the small and
medium-sized enterprise (SME) acquirer C and the majority-owned SOE acquirer F are
Chinese “zombie” firms with rather low productivity that survive by leaning heavily on
support from the government and state banks (e.g. subsidies, forbearance lending). These
low-productivity firms could go abroad to invest relying mainly on China’s “going out”
advocacy and local authorities’ supportive policies, rather than on their own capabilities.
Because these zombie firms could offer jobs to maintain social stability, local officials bail out
them as a tool to boost local economy and enhance political performance. In reality, however,
the domestic operations of acquirers C and F have already suffered from long-term
continuous losses and low profits. The CEO of target C reviewed:

[...] like a speculator, she (the Chinese shareholder) often turns to what she thinks can make
quick money. But she earned nothing, even in China. She has no rational coherent business
philosophy.

The M&A director of acquirer F disclosed, “we were almost insolvent several times but were
saved by the blood transfusions of our local authority every time.” The marketing director of
acquirer F grumbled:



[...] we only survived by internal orders. No one truly develops the external market. No one
knows how it (acquirer F) earns money. The Germans don’t understand what we are doing and
even I don’t understand either. It seems not a company but a political interest group.

This implies that these acquirers can provide limited or even ineffective production
guidance for the German targets, because they do not even know where they themselves
should go. The thorny dilemma of talent scarcity has made the issue more severe. The lack
of highly skilled managers and employees has severely impaired the production integration.
The CEO of acquirer C is a young Chinese graduate from a German university with a
chemical major that is utterly irrelevant to die-casting. Some Chinese CEOs of acquirer F can
speak neither English nor German.

Discussion

The collected evidence points to some meaningful conclusions that could answer our
research questions: how and why the CMNE'’s dynamic integration paths in Germany took
place. Based on the above findings, we revised and extended the theoretical framework of
Kale and Singh (2012) to a new model that focuses on CMNEs’ dynamic post-acquisition
integration in Germany (Figure 3). Figure 3 helps in the elaboration of the discussion.

Our research reveals that in the initial year, CMNESs, both POEs and SOEs acquirers, indeed
prefer to take hands-off strategies (i.e. preservation/partnering) with nearly no integration. Our
interpretation is that this low-risk strategic preference relates to information asymmetry; that
without sufficient mutual understanding, blind integration has potential risks, like employee
suspicion or a drain of talent. This observation confirms the extant research on EMNEs.
Sun (2018) considered that the novice status of Chinese investors in international market
investments induced an unbalanced vision between them and target firms, which reinforced
their preference for an effortless integration. However, this may also relate to the strategic
position of different-sized targets. Smaller-sized targets with lower strategic priority may
receive less attention from acquirers. This point is supported by empirical evidence from
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established studies (Gomes et al, 2013; Kitching, 1967; Moeller et al, 2004), which show that
acquirers show indifference in post-purchase activities when buying tiny firms.

However, minimal interference seems to be merely the initial step. All of the CMNEs we
investigated imposed different degrees of interference in the mid and long terms. Integrating
organisational structures and production gradually became the integration focus in later
stages. In our interpretation, these sub-stages are not a parallel process, but rather a
segmented linear process. Organisational integration follows an initial year of mutual-
familiarity and careful observation. There is a likelihood of suboptimal performance if
organisational integration is performed before winning the targets’ emotional support.
Production integration emerges at roughly the same time when organisational integration
draws to an end. This is might be mediated by the level of organisational embedding.
Production integration could happen rather quickly and effectively if there is a high level of
organisational integration and deep interdependencies. In contrast, a lower or ineffective
organisational integration might limit the efficiency of production integration and may lead
to a failure to reach potential operational synergies. This is consistent with the findings of
Ghoshal and Bartlett (1995) and confirms the similar integration trajectory observed by
Birkinshaw et al. (2000, p. 26), in which effective human integration (i.e. positive support
from targets’ employees) facilitates task integration (i.e. operational integration), and
acquirers realise synergies through task integration only when the targets’ individual units
are “operating at an acceptable level”.

More specifically, our findings identified three sub-paths: the P-O-O path
(Partnering—Organisational Optimisation—Production Optimisation), the P-P-P path
(Preservation—Organisational Preservation—Production Preservation) and the P-C-C
path (Preservation—Organisational Centralisation—Production Confusion). The P-O-O
path experiences a vigorous process from low-key observation to proactive targeted
integration of directives. Targets that are in poor managerial health may need proactive
intervention from the acquirers to rejuvenate. A consistent vision on the two sides can
facilitate these turnaround directives. They may require acquirers who possess a
higher capability of perceiving threats from potential targets’ in their internal
management and human capital. Building on this, production optimisation fostered by
clear development perception and a strong firm’s specific advantages could bring
synergies quickly. High complementarities and interdependence between the two sides
bring willingness to enter each other’s markets. This proves the statement of Angwin
and Meadows (2015) that implementing widespread and far-reaching directive changes
actively in a friendly acquisition can capture value creation. Comparatively,
considering high product homogeneity, cases in other two paths may not need such a
high collaboration but rather need to reduce operational costs and expand sales to gain
economies of scale. However, the inability to sense threats may hinder a firm’s ability to
develop and capitalise on targets’ resources, and hence inhibit synergies. The P-P-P
path shows some passive, stalled characteristics, with limited non-directive
intervention. This might greatly relate to the acquirers’ errors on the caution of targets’
employees. Meanwhile, this also hints that a timid integration path is more likely to
occur in situations where acquirers rely more on the targets’ market strength.
Comparatively weaker acquirers might find it hard to reverse the passive situation and
thus be forced to take the preservation path. This is unanimous with prior research, like
what Siehl and Smith (1990) stated, a failure to consider human capital issue can result
in resentment throughout the target’s ranks and hamper the post-stage integration.
The P-C-C path is more likely in small-sized acquisitions initiated by SMEs or majority-
owned SOEs in which the targets rely more on the acquirers. With no systematic



directives, this path appears rather aggressive and disordered. Over-dependent on state
support, these acquirers lack the necessary integration capabilities; this may trigger
organisational centralisation and operational confusion for the targets. Driven by
political forces and not commercial logic, majority-owned SOE acquirers might take
actions in which administrative considerations outweigh economic considerations,
which is different from minority SOE acquirers. This point has been often neglected by
most prior research, which regarded all hybrid SOEs to be the same. This point merely
agrees with few prior studies. Musacchio and Lazzarini (2018) and Zhou (2018)
confirmed that, with little state support, minority SOE acquirers might adopt the same
strategy as general POEs acquirers to pursue economic returns, while overprotected by
government, majority-owned SOE acquirers tend to be unconcerned with risks and
profits and actively respond to state advocacy.

In general, our analysis indicates that taking different integration paths in the mid- and
long-term stages may be highly associated with a CMINES’ abilities to sense potential threats
and development potentials in a target and capitalise on the targets’ resources. The
influence of CMINEs’ corporate ownership to their integration strategies should not be over-
emphasised in these PMI stages. Chinese acquirers with different corporate ownerships
might adopt same integration paths, and vice versa, Chinese acquirers with same corporate
ownerships might adopt different integration paths, which depend largely on their different
sensing and capitalising capabilities. In other words, same as Chinese POEs acquirers who
have strong sensing and capitalising abilities, Chinese SOEs acquirers who possess strong
capabilities of perception and capitalisation (e.g. minority-owned SOEs) are very likely to
take the P-O-O path. On the contrary, Chinese SOEs acquirers with weak perception and
capitalisation abilities (e.g. majority-owned SOEs) might take the P-C-C path as same as
Chinese POEs acquirers with weak capabilities (e.g. SME). This observation is in line with
some documented studies that regard these capabilities as an M&A'’s “dynamic capability”
(Cirjevskis, 2017; Helfat and Peteraf, 2003; Helfat et al, 2007; Liu and Deng, 2014; Qiu and
Homer, 2018; Wu et al.,, 2016). Helfat and Peteraf (2003) elaborated that an acquisition-based
dynamic capability refers to creating a new resource base and achieving sustainable
competitive advantages through identifying industry trends, assessing targets’ resources
threats and reconstructing targets’ developments. Zahra et al. (2006) found that dynamic
capability indirectly affects acquisition performance by directly affecting the choices in
post-M&A managerial strategies. Wu et al. (2016) perceived that sensing and identifying
targets’ threats and potentials is the basic foundation of post-stage integration and sizing
and capitalising on intra-firm structures and procedures affect the maximised utilisation of
external resources. Deng ef al. (2018, p. 5) further stressed, “dynamic capabilities are a key
antecedent of a firm’s strategic choice. These strategic choices are fundamentally shaped by
EMNES’ different sets of dynamic capabilities.”

Conclusion

Past work identified EMNESs’ hands-off strategy from a relatively static view but neglected to
disclose the long-term multi-stage dynamic integration changes, which is the originality of
our study. Our research reveals that, instead of remaining in the initial preservation or
partnering mode, CMNEs shifted their integration strategies in the mid- and long-term stages
to organisational integration and then to production integration. There are three sub-path
variants: the P-O-O path (partnering—organisational optimisation—production optimisation),
the P-P-P path (preservation—organisational preservation—production preservation) and the
P-C-C path (preservation—organisational centralisation—production confusion). Our study
shows that the antecedents of a CMNEs’ initial path of nearly no integration may mostly be
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because of asymmetric information or because of the low strategic position of the targets. In
the mid and long term, different integration degrees mainly depend on CMNESs’ different
dynamic capabilities. Corporate ownership of a Chinese acquirer has no notable effect on its
integration paths selection in PMI stages.

Implications for theory

We developed our model by modifying and extending the Kale and Singh framework (2012)
to reveal how and why CMNESs’ integration strategies change and develop in the German
market. The crucial difference between our model and the existing framework of EMNESs’
post-integration is the dynamic dimension that prior studies appear to neglect. Our research
contributes to enlarging the systematic and completeness of the theory system of EMNESs'’
post-acquisition integration, by adding dynamic elements. This theoretical supplement, we
believe, will motivate further studies on PMI evolutions of EMNEs.

Implications for practice

Despite the small samples, our structured observations originate implications for emerging
multinationals concerning their international strategy deployment. Figure 3 offers EMNESs’
M&A practitioners a better way to distinguish integration directions and prevent
integration pitfalls in different integration stages. First, our research indicates that it is very
advisable and feasible to preserve or partner with upmarket targets in the first integration
year, during which circumspective observation with massive communication and
interaction is needed for mutual familiarity and understanding. Then, for targets’ suffering
from prior managerial flaws, organisational reorganisation and optimisation is necessary. It
undoubtedly requires acquirers to be qualified in crisis acuity, including prudentially
discerning targets’ employees’ psychological distances, personalities, ethics, and working
competencies before acquisitions to reduce integration resistance. Entering the stage of long-
term production integration may rely more on acquirers’ own dynamic capabilities to create
acquisition value. Particularly, managers of SMEs and majority-owned SOEs acquirers
have to bear in mind that merely relying on supportive state forces is far from enough. It is
essential to strengthen the acquiring firms’ own developmental and capitalisation
capabilities to realise successful competition upmarket. In brief, this study provides support
for commercial policy management and development by intensifying Chinese acquisition
performance in Germany and adding value to the current international M&A context.

Limitations and implications for future research

While the findings obtained bring favourable insights into EMNEs" PMI process, the
weakness of qualitative research exists in this study. First, the interview data mainly
collected from Chinese acquirers might have a certain bias and detract us from measuring
the changes more definitively. Second, due to limited research time, the difficulty in reaching
out to larger samples can be treated as another limitation. However, a case study with small
samples is done to generate theories rather than to push generalisability to a specific
situation (Yin, 2003); our intention is to present some general conceptual propositions.
Noting this, it should be prudent to promote these results to other EMNEs’ PMI
circumstances in different developed markets. Further extensive quantifiable measurement
of these findings in future research would also be meaningful.
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Appendix I

Questionnaire Survey

The organizational culture that affects Chinese
multinationals’ post-merger integrations in the German-market

Dear respondents,

This questionnaire survey aims at identifying the main organizational cultural
dimensions, in the newly-merged organization you are working at after the
acquisition, that affect your Chinese acquirers’ post-merger integrations. We
sincerely enquire about your valuable opinions and kindly inquire you to answer
this survey with your personal preferences. It will take you about 15 minutes. This
survey is voluntary. Your answers would be completely confidential and released
only in the form of summaries that no individual’s answer can be identified.

Given that the survey targets on the ones who have knowledge about the integration
process after Chinese acquired German targets, here we propose a premise question:
do you participate in the integration decision-making process?

O Yes (Please proceed to answer this questionnaire)

O No (Please do not continue answering this questionnaire)

I.Basic information

Your nationality O Chinese O German
Your gender O Male O Female
Your age O Under 30 00 30-50 O Over 50
O Bachelor or lower O Master
Your degree
O PhD or above
Your work experience of O Less than 1 year O 1-2 years 0O 2-5
M&A integrations years [5-10years O Over 10 years
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6 Your position OSenior OlJunior 0O Others
. O Joint-venture O Private-owned

7 Nature of your acquirer
O State-owned
O Raw materials O Bank/Securities
O Industry O Consumer goods
. O Health care & Pharma
8 Your business type L

O Transport & Logistic

O Energy and environmental technology

O Automotive
Employee numbers of your O Less than 50 O 50-500

acquirer O 500-5000 O Over 5000

I1. A single-choice question

There are four ideal modes for emerging multinationals to use when integrating the
targets they acquired. Which mode does your Chinese acquirer tend to adopt?

O Preservation (lower integration: with high autonomy; targets are kept intact and
operate as before with almost no changes; acquirers rarely intervene in targets’
structural and production operations; nearly no communication and activity
coordination)

O Partnering (middle integration: with high autonomy; targets are kept intact and
operate as before with almost no changes; acquirers rarely intervene in targets’
structural and production operations; frequently communication and activity
coordination)

O Absorption (higher integration: with rather low autonomy; targets’ organizational
or operational structures are strongly aligned and standardized with the systems of
acquirers’ firms; acquirers severely intervene in and control targets’ organizational
and production operations)

II1.To what extent do you think the following organizational culture statements
affect Chinese acquirers’ integration?

1. Emphasis on product quality rather than simply pursuing efficiency

Completely unimportant ® @ @ @ &  Very important
2. Innovation and risk-taking are encouraged and rewarded

Completely unimportant ® @ & @ &  Very important
3. Prefer working individually

Completely unimportant ® @ & @ &  Very important
4. The working atmosphere of flexible working time rather than fixed working time

Completely unimportant ® @ @® @ &  Very important
5. Collecting decision-making information from bottom to the top

Completely unimportant ® @ @ @ &  Very important
6. Leaders set ambitious but realistic goals
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Completely unimportant ® @ @ @ &  Very important
7. Employees believe that they have a positive impact
Completely unimportant ® @ @ @ &  Very important
8. Information is widely shared that employees can get what they need
Completely unimportant ®© @ @ @ &  Very important
9. Cooperation across different parts of the organization
Completely unimportant ® @ @ @ &  Very important
10. Business planning involves all employees in the process to some degree
Completely unimportant ® @ @ @ &  Very important
11. Leaders’ emphasize on culture integration
Completely unimportant ® @ @ @ &  Very important
12. Cooperation of Chinese and German senior staff
Completely unimportant ® @ @ @ &  Very important
13. Psychological distance of the Germans to their original German groups
Completely unimportant ® @ & @ @  Very important
14. Willingness to learn from each other
Completely unimportant ®© @ @ @ &  Very important
15. The attitude of both sides to multiculturalism
Completely unimportant ® @ & @ &  Very important
16. All members have a deep understanding of customer wants and needs
Completely unimportant ® @ @ @ &  Very important
17. Emphasis on employees’ capabilities as important competitive advantages
Completely unimportant ®© @ @ @ &  Very important
18. The control of the integration speed
Completely unimportant ® @ @@ @ &  Very important
19. Strategic implementation by mid- and low-level leaders
Completely unimportant ® @ & @ &  Very important
20. Leaders’ personal charisma
Completely unimportant ® @ @ @ &  Very important
21. Leaders’ communication skills
Completely unimportant ®© @ @ @ &  Very important
22. A clear understanding of future strategy, vision, mission
Completely unimportant ® @ & @ O  Very important
23. Staff’s attitude or emotional reactions to integration
Completely unimportant ® @ @ @ &  Very important
24. The turnover rate of top managers
Completely unimportant ® @ @ @ &  Very important
25. Continuous investment in the skills of employees
Completely unimportant ® @ & @ @  Very important
26. Able to meet short-term demands without compromising long-term vision
Completely unimportant ® @ @ @ &  Very important
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DESCRIPTIVES VARIABLES=Nationality Gender Age Degree Workexperiences Position Companynature Business

type Employeenumbers
/STATISTICS=MEAN STDDEV MIN MAX.

Descriptives

Descriptive Statistics

N Minimum Maximum Mean Std. Deviation
Nationality 67 .0 1.0 .239 .4296
Gender 67 .0 1.0 .373 .4873
Age 67 .0 2.0 .985 .4080
Degree 67 .0 2.0 2.866 .6251
Work experience 67 .0 4.0 3.403 .9702
Position 67 .0 2.0 1.388 1.9691
Company nature 67 .0 2.0 1.493 7662
Business type 67 .0 7.0 4.090 2.5804
Employee numbers 67 .0 3.0 1.731 1.1492
Valid N (listwise) 67

FREQUENCIES VARIABLES=Nationality Gender Age Degree Workexperience Position Companynature Businessty

pe Employeenumbers
/PIECHART FREQ
/ORDER=ANALYSIS.

Frequency Table

Nationality
Cumulative
Frequency Percent Valid Percent Percent
Valid .0 51 76.1 76.1 76.1
1.0 16 23.9 23.9 100.0
Total 67 100.0 100.0
Gender
Cumulative
Frequency Percent Valid Percent Percent
Valid .0 42 62.7 62.7 62.7
1.0 25 37.3 37.3 100.0
Total 67 100.0 100.0
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Age

Cumulative
Frequency Percent Valid Percent Percent
valid .0 6 9.0 9.0 9.0
1.0 56 83.6 83.6 92.5
2.0 5 7.5 7.5 100.0
Total 67 100.0 100.0
Degree
Cumulative
Frequency Percent Valid Percent Percent
Valid .0 18 26.9 26.9 26.9
1.0 40 59.7 59.7 86.6
2.0 9 13.4 13.4 100.0
Total 67 100.0 100.0
Work experience
Cumulative
Frequency Percent Valid Percent Percent
valid .0 2 3.0 3.0 3.0
1.0 2 3.0 3.0 6.0
2.0 5 7.4 7.4 13.4
3.0 16 23.9 23.9 37.3
4.0 42 62.7 62.7 100.0
Total 67 100.0 100.0
Position
Cumulative
Frequency Percent Valid Percent Percent
Valid .0 39 58.2 58.2 58.2
1.0 5 7.5 7.5 65.7
2.0 23 34.3 34.3 100.0
Total 67 100.0 100.0
Company nature
Cumulative
Frequency Percent Valid Percent Percent
Valid .0 3 4.5 4.5 4.5
1.0 36 53.7 53.7 58.2
2.0 28 41.8 41.8 100.0
Total 67 100.0 100.0
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Business type

Cumulative
Frequency Percent Valid Percent Percent
valid .0 6 9.0 9.0 9.0
1.0 1 1.5 1.5 10.4
2.0 39 58.2 58.2 68.7
3.0 5 7.5 7.5 76.1
4.0 3 4.5 4.5 80.6
5.0 2 3.0 3.0 83.6
6.0 1 1.5 1.5 85.1
7.0 10 14.9 14.9 100.0
Total 67 100.0 100.0
Employee numbers
Cumulative
Frequency Percent Valid Percent Percent
Valid .0 14 20.9 20.9 20.9
1.0 13 19.4 19.4 40.3
2.0 17 25.4 25.4 65.7
3.0 23 34.4 34.4 100.0
Total 67 100.0 100.0
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RELIABILITY

/VARIABLES=Q1l 02 03 Q4 Q5 Q6 Q7 08 Q9 Q10 Q11 Q12 Q13 Q14 Q15 Q16 Q17 Q18 Q19 Q20 Q21 Q22 Q23 Q24

Q25 Q26
/SCALE('ALL VARIABLES') ALL
/MODEL=ALPHA
/STATISTICS=DESCRIPTIVE.

Reliability

Scale: ALL VARIABLES

Case Processing Summary

N %
Cases Valid 67 100.0
Excluded? 0 .0
Total 67 100.0

a. Listwise deletion based on all variables in the procedure.

Reliability Statistics

Cronbach's
Alpha N of Items
.872 26
FACTOR

/VARIABLES Q1 Q2 Q03 Q4 Q5 Q6 Q7 Q8 Q9 Q10 Q11 Q12 Q13 Q14 Q15 Q16 Q17 Q18 Q19 Q20 Q21 Q22 Q23 Q24

025 026
/MISSING LISTWISE

/ANALYSIS Q1 Q2 Q3 Q4 Q5 Q6 Q7 Q08 Q9 Q10 Q11 Q12 Q13 Q14 Q15 Q16 Q17 Q18 Q19 Q20 Q21 Q22 Q23 Q24 Q

25 Q26
/PRINT INITIAL KMO EXTRACTION ROTATION
/FORMAT SORT BLANK(.60)
/CRITERIA MINEIGEN(1) ITERATE(25)
/EXTRACTION PC
/CRITERIA ITERATE(25)
/ROTATION VARIMAX
/SAVE REG(ALL)
/METHOD=CORRELATION.

Factor Analysis

KMO and Bartlett's Test

Kaiser-Meyer-Olkin Measure of Sampling Adequacy.

Bartlett's Test of Sphericity Approx. Chi-Square
df
Sig.

.735
788.916
325
.000
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Communalities

Initial Extraction
Q1 1.000 .838
Q2 1.000 .755
Q3 1.000 .681
Q4 1.000 774
Q5 1.000 .790
Q6 1.000 .614
Q7 1.000 .540
Q8 1.000 .798
Q9 1.000 .615
Q10 1.000 .677
Qi 1.000 .834
Q12 1.000 .830
Q13 1.000 .697
Q14 1.000 .738
Q15 1.000 .789
Q16 1.000 727
Q17 1.000 .589
Qi8 1.000 .480
Q19 1.000 .693
Q20 1.000 .647
Q21 1.000 777
Q22 1.000 .681
Q23 1.000 .663
Q24 1.000 .648
Q25 1.000 .557
Q26 1.000 .545

Extraction Method: Principal

Component Analysis.
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Total Variance Explained

Extraction Sums of Squared

Rotation Sums of Squared

Com Initial Eigenvalues Loadings Loadings

pol % of Cumula- % of Cumula- % of Cumula-
nt Total Variance tive % Total Variance tive % Total Variance tive %
1 7.714 29.668 29.668 7.714 29.668 29.668 4.472 17.199 17.199
2 2.175 8.366 38.034 2.175 8.366 38.034 4.185 16.098 33.297
3 1.712 7.585 45.619 1.712 7.585 45.619 1.964 8.553 41.850
4 1.530 5.883 51.502 1.530 5.883 51.502 1.854 7.130 48.980
5 1.409 5.421 56.923 1.409 5.421 56.923 1.511 5.812 54.793
6 1.291 4.965 61.889 1.291 4.965 61.889 1.452 5.584 60.377
7 1.116 4.293 66.182 1.116 4.293 66.182 1.317 5.065 65.441
8 1.028 3.955 70.136 1.028 3.955 70.136 1.221 4.695 70.136
9 .975 3.649 73.786

10 .921 3.444 77.229

11 .843 3.143 80.372

12 717 2.657 83.028

13 .649 2.397 85.425

14 .607 2.236 87.661

15 .500 1.825 89.487

16 .468 1.698 91.184

17 .409 1.475 92.659

18 .389 1.397 94.056

19 .319 1.126 95.182

20 .236 .853 96.034

21 221 .851 96.885

22 211 .813 97.698

23 .184 .709 98.407

24 .156 .601 99.008

25 .126 .586 99.594

26 .092 .407 100.000

Extraction Method: Principal Component Analysis.
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Rotated Component Matri»@

Component

4

5

Q20
Q21
Q23
Q19
Q22
Q18
Q17
Q12
Q15
Qi1
Q13
Q14
Q16
Q9
Q8
Q2
Q7
Q4
Q26
Q25
Qi
Q3
Q10
Q6
Q5
Q24

.766
.728
725
.700
.628

.768
.758
741
725

724

-.906

.804
-.630

.883

-.614

Extraction Method: Principal Component Analysis.
Rotation Method: Varimax with Kaiser Normalization.?

a. Rotation converged in 8 iterations.

RELIABILITY

/VARIABLES=Q1 Q3 Q4 Q5 Q9 Q10 Q11 Q12 Q13 Q14 Q15 Q19 Q20 Q21 Q22 Q23 Q24

/SCALE( 'ALL VARIABLES') ALL
/MODEL=ALPHA
/STATISTICS=DESCRIPTIVE.

Reliability

Scale: ALL VARIABLES
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Case Processing Summary

N %
Cases Valid 67 100.0
Excluded?® 0 .0
Total 67 100.0

a. Listwise deletion based on all variables in the procedure.

Reliability Statistics

Cronbach's
Alpha N of Items
.800 17
FACTOR

/VARIABLES Q1 Q3 Q4 Q5 Q9 Q10 Q11 Q12 Q13 Q14 Q15 Q19 Q20 Q21 Q22 Q23 Q24

/MISSING LISTWISE

/ANALYSIS Q1 03 Q4 Q5 Q9 Q10 Q11 Q12 Q13 Q14 Q15 Q19 Q20 Q21 Q22 Q23 Q24

/PRINT INITIAL KMO EXTRACTION ROTATION
/FORMAT SORT BLANK(.60)

/CRITERIA MINEIGEN(1) ITERATE(25)
/EXTRACTION PC

/CRITERIA ITERATE(25)

/ROTATION VARIMAX

/SAVE REG(ALL)

/METHOD=CORRELATION.

Factor Analysis

KMO and Bartlett's Test

Kaiser-Meyer-Olkin Measure of Sampling Adequacy.

Bartlett's Test of Sphericity = Approx. Chi-Square
df
Sig.

.785
429.868
136
.000
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Communalities

Initial Extraction
Q1 1.000 .843
Q3 1.000 .782
Q4 1.000 .890
Q5 1.000 .707
Q9 1.000 .607
Q10 1.000 572
Qi1 1.000 .788
Q12 1.000 .835
Q13 1.000 .667
Q4 1.000 742
Q15 1.000 .759
Q19 1.000 .614
Q20 1.000 .606
Q21 1.000 .780
Q22 1.000 .642
Q23 1.000 .705
Q24 1.000 .390

Extraction Method: Principal
Component Analysis.

Total Variance Explained

Extraction Sums of Squared Rotation Sums of Squared
Initial Eigenvalues Loadings Loadings

ﬁ%o % of Cumula- % of Cumula- % of Cumula-
nent Total Variance tive % Total Variance tive % Total Variance tive %
1 5.566 32.739 32.739 5.566 32.739 32.739 3.625 21.324 21.324
2 1.583 9.310 42.049 1.583 9.310 42.049 3.378 19.872 41.196
3 1.414 8.317 50.366 1.414 8.317 50.366 1.355 7.973 49.169
4 1.197 7.043 57.409 1.197 7.043 57.409 1.211 7.121 56.290
5 1.145 6.737 64.146 1.145 6.737 64.146 1.201 7.062 63.352
6 1.026 6.033 70.179 1.026 6.033 70.179 1.161 6.827 70.179
7 .895 5.265 75.444

8 .790 4.649 80.092

9 717 4.217 84.309

10 .530 3.116 87.425

11 .467 2.747 90.173

12 422 2.480 92.652

13 .369 2.171 94.824

14 .257 1.509 96.333

15 .249 1.465 97.798

16 .228 1.343 99.141

17 .146 .859 100.00

Extraction Method: Principal Component Analysis.
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Rotated Component Matri»@

Component
3

4 5

Q12
Qi1
Q14
Q15
Q13
Q21
Q23
Q22
Q20
Q19
Q24
Q3

Q10
Q5

Q9

Q1

Q4

.785
.784
741
741
.647

-.868

.808

.906

.938

Extraction Method: Principal Component Analysis.

Rotation Method: Varimax with Kaiser Normalization.?

a. Rotation converged in 7 iterations.

SAVE OUTFILE='/Users/yangyanan/Desktop/Questionnairesurvey.sav'

/COMPRESSED.
RELIABILITY

/VARIABLES=Q1 Q3 Q4 Q5 Q11 Q12 Q13 Q14 Q15 Q19 Q20 Q21 Q22 Q23

/SCALE( 'ALL VARIABLES') ALL
/MODEL=ALPHA
/STATISTICS=DESCRIPTIVE.

Reliability

Scale: ALL VARIABLES

Case Processing Summary

N %
Cases Valid 67 100.0
Excluded? 0 .0
Total 67 100.0

a. Listwise deletion based on all variables in the procedure.
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Reliability Statistics

Cronbach's
Alpha N of Items
.814 14
FACTOR

/VARIABLES Q1 Q3 Q4 Q5 Q11 Q12 Q13 Q14 Q15 Q19 Q20 Q21 Q22 Q23

/MISSING LISTWISE

/ANALYSIS Q1 Q3 Q4 05 Q11 Q12 Q13 Q14 Q15 Q19 Q20 Q21 Q22 Q23

/PRINT INITIAL KMO EXTRACTION ROTATION
/FORMAT SORT BLANK(.60)

/CRITERIA MINEIGEN(1) ITERATE(25)
/EXTRACTION PC
/CRITERIA ITERATE(25)
/ROTATION VARIMAX
/SAVE REG (ALL)
/METHOD=CORRELATION.

Factor Analysis

KMO and Bartlett's Test

Kaiser-Meyer-Olkin Measure of Sampling Adequacy. .815
Bartlett's Test of Sphericity  Approx. Chi-Square 367.570
df 91
Sig. .000
Communalities
Initial Extraction
Q1 1.000 .815
Q3 1.000 .701
Q4 1.000 .839
Q5 1.000 716
Qi 1.000 .748
Q12 1.000 .834
Q13 1.000 .661
Q14 1.000 .750
Q15 1.000 767
Q19 1.000 .609
Q20 1.000 .601
Q21 1.000 770
Q22 1.000 .626
Q23 1.000 .679

Extraction Method: Principal
Component Analysis.
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Total Variance Explained

Extraction Sums of Squared

Rotation Sums of Squared

Initial Eigenvalues Loadings Loadings
gg:] % of Cumula- % of Cumula- % of Cumula-
ent Total Variance tive % Total Variance tive % Total Variance tive %
1 5.104 36.457 36.457 5.104 36.457 36.457 3.453 24.665 24.665
2 1.498 10.698 47.155 1.498 10.698 47.155 3.105 22.177 46.842
3 1.283 9.164 56.319 1.283 9.164 56.319 1.237 8.838 55.679
4 1.174 8.384 64.703 1.174 8.384 64.703 1.212 8.655 64.334
5 1.058 7.554 72.257 1.058 7.554 72.257 1.109 7.923 72.257
6 .886 6.329 78.586
7 .581 4.148 82.734
8 .542 3.874 86.608
9 476 3.398 90.006
10 411 2.935 92.940
11 .298 2.129 95.070
12 .268 1.915 96.985
13 .246 1.759 98.744
14 176 1.256 100.00
Extraction Method: Principal Component Analysis.
Rotated Component Matri>@
Component
1 2 3 4 5
Q12 .870
Q14 .782
Q15 774
Q13 772
Q11 747
Q21 .798
Q23 .784
Q22 .746
Q20 .743
Q19 .634
Q3 -.733
Q5 .733
Q1 .883
Q4 .895

Extraction Method: Principal Component Analysis.

Rotation Method: Varimax with Kaiser Normalization.?

a. Rotation converged in 11 iterations.
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GET

FILE='/Users/yangyanan/Desktop/Likert*5/DataInput.sav’.
DATASET NAME DataSet2 WINDOW=FRONT.

NONPAR CORR

/VARIABLES=Integration level Factor 1 Factor 2 Factor 3 Factor 4 Factor 5

/PRINT=SPEARMAN TWOTAIL
/MISSING=PAIRWISE.

Nonparametric Correlations

NOSIG

Correlations

Integrati-
onlevel Factor1 Factor2 Factor3 Factor4 Factor5
Spearman's Integr-  Correlation 1.000 -.268 -.161 .054 -.046 .032
rho ation Coefficient

level . .

Sig. (2-tailed) .028 .193 .662 712 .796

N 67 67 67 67 67 67
Factor1 Correlation -.268  1.000 .584"" .063  -.083 .103

Coefficient

Sig. (2-tailed) .028 .000 .615 .504 .406

N 67 67 67 67 67 67
Factor2 Correlation -.161  .584""°  1.000 .027  -.027 .032

Coefficient

Sig. (2-tailed) .193 .000 .831 .828 .798

N 67 67 67 67 67 67
Factor 3 Correlation .054 .063 .027 .000 .076 .022

Coefficient

Sig. (2-tailed) .662 .615 .831 .541 .860

N 67 67 67 67 67 67
Factor 4 Correlation -.046 -.083 -.027 .076 1.000 -.144

Coefficient

Sig. (2-tailed) 712 .504 .828 .541 .246

N 67 67 67 67 67 67
Factor 5 Correlation .032 .103 .032 .022 -.144 1.000

Coefficient

Sig. (2-tailed) .796 .406 .798 .860 .246

N 67 67 67 67 67 67

*. Correlation is significant at the 0.05 level (2-tailed).

**, Correlation is significant at the 0.01 level (2-tailed).
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Oneway ANOVA

ONEWAY FAC5_4 BY Gender

ANOVA
REGR factor score 5 for analysis 4
Sum of Squares df Mean Square F Sig.
Between Groups 7.135 1 7.135 7.879 .007
Within Groups 58.865 65 .906
Total 66.000 66
ONEWAY FAC5_4 BY Age
ANOVA
REGR factor score 5 for analysis 4
Sum of Squares df Mean Square F Sig.
Between Groups 1.544 2 772 767 .469
Within Groups 64.456 64 1.007
Total 66.000 66
ONEWAY FAC5_4 BY Degree
ANOVA
REGR factor score 5 for analysis 4
Sum of Squares df Mean Square F Sig.
Between Groups 2.584 2 1.292 1.304 .279
Within Groups 63.416 64 .991
Total 66.000 66
ONEWAY FAC5_4 BY Workexperience
ANOVA
REGR factor score 5 for analysis 4
Sum of Squares df Mean Square F Sig.
Between Groups 2.919 4 .730 717 .583
Within Groups 63.081 62 1.017
Total 66.000 66
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ONEWAY FAC5_4 BY Position

ANOVA
REGR factor score 5 for analysis 4
Sum of Squares df Mean Square F Sig.
Between Groups 6.438 4 1.609 1.675 167
Within Groups 59.562 62 .961
Total 66.000 66
ONEWAY FAC5_4 BY Companynature
ANOVA
REGR factor score 5 for analysis 4
Sum of Squares df Mean Square F Sig.
Between Groups 1.970 3 .657 .646 .588
Within Groups 64.030 63 1.016
Total 66.000 66
ONEWAY FAC5_4 BY Businesstype
ANOVA
REGR factor score 5 for analysis 4
Sum of Squares df Mean Square F Sig.
Between Groups 9.106 7 1.301 1.349 .244
Within Groups 56.894 59 .964
Total 66.000 66
ONEWAY FAC5_4 BY Employeenumbers
ANOVA
REGR factor score 5 for analysis 4
Sum of Squares df Mean Square F Sig.
Between Groups 4.545 3 1.515 1.553 .210
Within Groups 61.455 63 .975
Total 66.000 66

ONEWAY FAC4_4 BY Gender
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REGR factor score 4 for analysis 4

ANOVA

Sum of Squares df Mean Square F Sig.
Between Groups .003 1 .003 .003 .955
Within Groups 65.997 65 1.015
Total 66.000 66
ONEWAY FAC4_4 BY Age
ANOVA
REGR factor score 4 for analysis 4
Sum of Squares df Mean Square F Sig.
Between Groups 2.488 2 1.244 1.254 .292
Within Groups 63.512 64 .992
Total 66.000 66
ONEWAY FAC4_4 BY Degree
ANOVA
REGR factor score 4 for analysis 4
Sum of Squares df Mean Square F Sig.
Between Groups 2.345 2 1.173 1.179 .314
Within Groups 63.655 64 .995
Total 66.000 66
ONEWAY FAC4_4 BY Workexperience
ANOVA
REGR factor score 4 for analysis 4
Sum of Squares df Mean Square F Sig.
Between Groups 11.057 4 2.764 3.119 .021
Within Groups 54.943 62 .886
Total 66.000 66
ONEWAY FAC4_4 BY Position
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REGR factor score 4 for analysis 4

ANOVA

Sum of Squares df Mean Square F Sig.
Between Groups 11.636 4 2.909 3.318 .016
Within Groups 54.364 62 .877
Total 66.000 66
ONEWAY FAC4_4 BY Companynature
ANOVA
REGR factor score 4 for analysis 4
Sum of Squares df Mean Square F Sig.
Between Groups 1.959 3 .653 .642 .591
Within Groups 64.041 63 1.017
Total 66.000 66
ONEWAY FAC4_4 BY Businesstype
ANOVA
REGR factor score 4 for analysis 4
Sum of Squares df Mean Square F Sig.
Between Groups 6.504 7 .929 .921 .497
Within Groups 59.496 59 1.008
Total 66.000 66
ONEWAY FAC4_4 BY Employeenumbers
ANOVA
REGR factor score 4 for analysis 4
Sum of Squares df Mean Square F Sig.
Between Groups 1.903 3 .634 .624 .602
Within Groups 64.097 63 1.017
Total 66.000 66

ONEWAY FAC3_4 BY Gender
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REGR factor score 3 for analysis 4

ANOVA

Sum of Squares df Mean Square F Sig.
Between Groups .219 1 .219 .216 .644
Within Groups 65.781 65 1.012
Total 66.000 66
ONEWAY FAC3_4 BY Age
ANOVA
REGR factor score 3 for analysis 4
Sum of Squares df Mean Square F Sig.
Between Groups .057 2 .028 .028 .973
Within Groups 65.943 64 1.030
Total 66.000 66
ONEWAY FAC3_4 BY Degree
ANOVA
REGR factor score 3 for analysis 4
Sum of Squares df Mean Square F Sig.
Between Groups 13.478 2 6.739 8.211 .001
Within Groups 52.522 64 .821
Total 66.000 66
ONEWAY FAC3_4 BY Workexperience
ANOVA
REGR factor score 3 for analysis 4
Sum of Squares df Mean Square F Sig.
Between Groups 1.796 4 .449 .434 .784
Within Groups 64.204 62 1.036
Total 66.000 66

ONEWAY FAC3_4 BY Position
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REGR factor score 3 for analysis 4

ANOVA

Sum of Squares df Mean Square F Sig.
Between Groups 1.489 4 372 .358 .838
Within Groups 64.511 62 1.041
Total 66.000 66
ONEWAY FAC3_4 BY Companynature
ANOVA
REGR factor score 3 for analysis 4
Sum of Squares df Mean Square F Sig.
Between Groups 2.901 3 .967 .965 .415
Within Groups 63.099 63 1.002
Total 66.000 66
ONEWAY FAC3_4 BY Businesstype
ANOVA
REGR factor score 3 for analysis 4
Sum of Squares df Mean Square F Sig.
Between Groups 7.878 7 1.125 1.142 .350
Within Groups 58.122 59 .985
Total 66.000 66
ONEWAY FAC3_4 BY Employeenumbers
ANOVA
REGR factor score 3 for analysis 4
Sum of Squares df Mean Square F Sig.
Between Groups 8.426 3 2.809 3.073 .034
Within Groups 57.574 63 .914
Total 66.000 66

ONEWAY FAC2_4 BY Gender
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REGR factor score 2 for analysis 4

ANOVA

Sum of Squares df Mean Square F Sig.
Between Groups .077 1 .077 .076 .784
Within Groups 65.923 65 1.014
Total 66.000 66
ONEWAY FAC2_4 BY Age
ANOVA
REGR factor score 2 for analysis 4
Sum of Squares df Mean Square F Sig.
Between Groups 5.330 2 2.665 2.811 .068
Within Groups 60.670 64 .948
Total 66.000 66
ONEWAY FAC2_4 BY Degree
ANOVA
REGR factor score 2 for analysis 4
Sum of Squares df Mean Square F Sig.
Between Groups 1.125 2 .563 .555 577
Within Groups 64.875 64 1.014
Total 66.000 66
ONEWAY FAC2_4 BY Workexperience
ANOVA
REGR factor score 2 for analysis 4
Sum of Squares df Mean Square F Sig.
Between Groups 2.046 4 .511 .496 .739
Within Groups 63.954 62 1.032
Total 66.000 66

ONEWAY FAC2_4 BY

Position
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REGR factor score 2 for analysis 4

ANOVA

Sum of Squares df Mean Square F Sig.
Between Groups 2.075 4 .519 .503 .734
Within Groups 63.925 62 1.031
Total 66.000 66
ONEWAY FAC2_4 BY Companynature
ANOVA
REGR factor score 2 for analysis 4
Sum of Squares df Mean Square F Sig.
Between Groups 7.401 3 2.467 2.652 .056
Within Groups 58.599 63 .930
Total 66.000 66
ONEWAY FAC2_4 BY Businesstype
ANOVA
REGR factor score 2 for analysis 4
Sum of Squares df Mean Square F Sig.
Between Groups 6.325 7 .904 .893 .518
Within Groups 59.675 59 1.011
Total 66.000 66
ONEWAY FAC2_4 BY Employeenumbers
ANOVA
REGR factor score 2 for analysis 4
Sum of Squares df Mean Square F Sig.
Between Groups 2.494 3 .831 .825 .485
Within Groups 63.506 63 1.008
Total 66.000 66

ONEWAY FAC1_4 BY Gender
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REGR factor score 1 for analysis 4

ANOVA

Sum of Squares df Mean Square F Sig.
Between Groups .234 1 .234 .231 .632
Within Groups 65.766 65 1.012
Total 66.000 66
ONEWAY FACl_4 BY Age
ANOVA
REGR factor score 1 for analysis 4
Sum of Squares df Mean Square F Sig.
Between Groups 6.710 2 3.355 3.621 .032
Within Groups 59.290 64 .926
Total 66.000 66
ONEWAY FACl_4 BY Degree
ANOVA
REGR factor score 1 for analysis 4
Sum of Squares df Mean Square F Sig.
Between Groups 479 2 .240 .234 792
Within Groups 65.521 64 1.024
Total 66.000 66
ONEWAY FAC1_4 BY Workexperience
ANOVA
REGR factor score 1 for analysis 4
Sum of Squares df Mean Square F Sig.
Between Groups 1.600 4 .400 .385 .818
Within Groups 64.400 62 1.039
Total 66.000 66
ONEWAY FAC1_4 BY Position

Page 9



REGR factor score 1 for analysis 4

ANOVA

Sum of Squares df Mean Square F Sig.
Between Groups 4.507 4 1.127 1.136 .348
Within Groups 61.493 62 .992
Total 66.000 66
ONEWAY FAC1_4 BY Companynature
ANOVA
REGR factor score 1 for analysis 4
Sum of Squares df Mean Square F Sig.
Between Groups 2.672 3 .891 .886 .453
Within Groups 63.328 63 1.005
Total 66.000 66
ONEWAY FAC1l_4 BY Businesstype
ANOVA
REGR factor score 1 for analysis 4
Sum of Squares df Mean Square F Sig.
Between Groups 8.194 7 1171 1.195 .320
Within Groups 57.806 59 .980
Total 66.000 66
ONEWAY FAC1l_4 BY Employeenumbers
ANOVA
REGR factor score 1 for analysis 4
Sum of Squares df Mean Square F Sig.
Between Groups .152 3 .051 .049 .986
Within Groups 65.848 63 1.045
Total 66.000 66
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Appendix ITT

Interview Questionnaire

Modes and influencing factors of Chinese multinationals’
post-merger integrations in the German market

Dear respondents,

This interview aims at identifying the modes and potential changes and influencing
factors of Chinese acquirers’ post-merger integrations in the German markets. We
sincerely enquire you to share your valuable opinions according to your personal
experience. It will take you about 40 minutes to 1 hour. This interview is voluntary.
Your answers would be completely confidential and released in anonymous.

I. When starting the integration after deals closed

Structural integration:

1. Before the acquisition, how about the organizational structure and management style
of the German target? (e.g. departments allocation; the decision-making process;
leadership style; business philosophy, etc.).

2. What adjustments or intervenes your Chinese acquirer made to the German target’s
organizational structures? e.g.

(1). How about the autonomy of German top managers? Were there any personnel
changes to the German top management team?

(2). How about the German target’s reporting process to your Chinese parent firm?
(3). How about the communication of your Chinese shareholder with the German target:
Did your Chinese shareholder come to visit the German target frequently? How much
direct communication was there between your Chinese shareholder with the German
target?
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(4). How about the permeation of Chinese into the German targets: How many Chinese
managers and employees were dispatched into the German targets? What positions did
they hold? How much decision-making power the Chinese managers have? What kind
of leadership style these Chinese managers have? How about the cooperation and
communication between them and German managers and ordinary employees? (e.g.
how they deal with the disagreement?) How about the working atmosphere?

3. How about the attitudes of the Germans to these adjustments or intervenes? (resist
or support?) How did Chinese acquirers deal with the Germans’ reactions?

4. Do you think why Chinese acquirers adopted these integration strategies?

Activity coordination:

1. How did your Chinese acquirer integrate the production and operations of the
German target? (e.g. technical coordination; production modes; markets segmentation;
customer positioning, etc.).

2. How much did both sides utilize each other’s production resources?

3. What was the perception of Germans about Chinese acquirers’ these interventions?
How did your Chinese acquirer cope with the reactions of the Germans?

4. Do you think why your Chinese acquirers adopted these integration strategies?

II. Later changes:

1. About how long the above-mentioned integration strategies last? Were there any
integration strategic changes later? If there were changes, about when the changes
happened? What changes happened? Please state the changes from the two perspectives
of organizational structures and production operations.

2. How about the attitudes of the German employees to your Chinese acquirer’s
strategic changes? How did your Chinese acquirer cope with the reactions of the
Germans?

3. Do you think why your Chinese acquirer changed or did not change their integration
strategies later?

Notes: these questions were adjusted flexibly (revision/addition/delete/further developed) during
the interviews according to the respondents’ different identities and knowledge boundaries;

meanwhile, the basic interview structure was retained to ensure the data comparability.
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Appendix IV

MAXQDAI12 Output of Interview Coding
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