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Abstract 


The  purpose  of  this  paper  is  to  analysis  Chinese  enterprises  under  the  background 


“Made in China 2025”, and how Chinese enterprises can be more competitive and well-
 known  in  the  global  stage  based  on  domestic  and  foreign  researches  and  theories, 
 corporate internationalization experience and support of national strategy. This paper 
 includes  the  first  part  background  of  national  strategy  and  research  and  studies  the 
 position and characteristics of internationalization of Chinese enterprises. The second 
 part is theoretical part which is based on different kind of theories related to the business 
 and investment. The third part is talking about national strategy (Made in China 2025). 


How government came up with the strategy. What is the goal of the national strategy 
 and how achieve the national strategy. The fourth part is SWOT analysis which is from 
 perspective strength, weakness, opportunities and threats of Chinese enterprises. The 
 fifth part is some suggestions through SWOT analysis and case analysis for government, 
 companies and industry associations and intermediaries. The sixth part is conclusion of 
 this paper. 



Key words: 


Business, Strategy, Enterprises,   



(5)
Contents 


Abstract ... 3


1 Introduction ... 5


1.1 Background ... 5


1.2 Research and Study of Chinese enterprises ... 7


1.3 Methodology ... 9


2: Corporate Internationalization Strategy Theory ... 11


2.1 Foreign Direct Investment (FDI) Theory ... 11


2.2 Dunning’s Eclectic Paradigm ... 15


2.3 Transnational theory in developing countries and regions. ... 17


3 "Made in China 2025" and Chinese enterprises ... 19


3.1 Chinese Foreign Investment outflow ... 19


3.2 “Made in China” Introduction ... 22


3.3 Core Contents of “Made in China 2025” ... 22


3.4 Goals of “Made in China 2025” ... 24


3.5 How “Made in China 2025” will be achieved ... 25


3.6 Case Study -- Huawei ... 27


4 SWOT analysis of Chinese enterprises' internationalization under the background of "Made 
 in China 2025" ... 32


4.1 Strength ... 32


4.2 Weakness ... 35


4.3 Opportunity ... 38


4.4 Threats ... 40


4.5 Summary and Strategic Choices for Enterprise Internationalization ... 41


5 Suggestions and Recommendations ... 43


5.1 From the perspective of government level ... 43


5.2 From the perspective of companies themselves level ... 45


5.3 From the perspective of industry associations and intermediaries ... 47


6 Conclusion ... 48


7 References ... 49



(6)
1 Introduction 


1.1 Background 


The world financial crisis triggered by the subprime mortgage crisis in the United States 
 has passed 8 or 9 years. As the world economy enters the post-financial crisis era, the 
 economies of countries around the world have gradually entered the track of recovery. 


In the past 10 years, China's economy has maintained a medium and high-speed growth 
of about 7% under the correct guidance of the Chinese government, but other countries, 
especially developed countries, have always been on the edge of recovery. Due to the 
strong growth of the Chinese economy, China's GDP successfully surpassed Japan in 
2010, and China's total economic volume has become the second largest economy in 
the world after the United States. With the continuous integration of China's economy 
into the global economic integration, China surpassed the United States in 2013 and 
became the world's largest trading nation. At the same time that China has continuously 
achieved remarkable results in the world, the hearts of Chinese people are also proud 
to follow. But we should not be too happy now, because Chinese companies generally 
suffer  from  the  lack  of  sophisticated  technology,  poor  product  quality,  backward 
industrial  structure,  resource  and  environmental  consumption,  and  excessive  human 
costs. The core competitiveness is extremely lacking in the process. In more than 30 
years  of  reform  and  opening  up,  the  strong  dominance  of  Made  in  China  has  been 
dubbed the "World Factory", and the label "Made in China" made in China has been 
affixed to almost every corner of European and American families. In the post-financial 
crisis era, as China ’s labor costs increase, manufacturing in China is gradually showing 
signs of fatigue. A large number of foreign  factories have begun to  move abroad in 
search of countries and regions with lower labor costs. At the same time, in order to 
accelerate  the  economic  recovery  and  revitalize  the  manufacturing  industry,  some 
developed countries in Europe and the United States have formulated corresponding 
policies to promote the return of manufacturing industry. In response to the large but 
not  strong  manufacturing  industry  in  China,  the  Chinese  government  issued  a 
corresponding  national  strategic  policy  “Made  in  China  2025”  after  detailed 
investigation  and  research.  He  pointed  out  that  the  manufacturing  industry  is  an 
advantageous industry for our country, and we must actively strengthen the construction 
of  our  advantageous  industries.  Under  the  guidance  of  this  strategy,  companies  are 
encouraged  to  vigorously  develop  independent  research  and  innovation.  By  2025, 
industrial modernization will be basically realized, and the world will become a global 
the  ranks  of  manufacturing  power.  Countries  around  the  world  at  this  stage  have 



(7)strongly  advocated  the  return  of  manufacturing.  For  example,  the  United  States 
 proposed the strategy of "re-industrialization" in 2009; in order to maintain its leading 
 position  in  manufacturing,  Germany  proposed  the  concept  of  "Industry  4.0". At  the 
 same time, Japan also announced a strategy for manufacturing competition, and India 
 proposed the  concept  of "Made in  India".  Both  developed  and developing countries 
 have  put  forward  corresponding  development  strategies  and  concepts  from  different 
 perspectives and in  combination with their own realities (Brunet-Thornton, Richard, 
 Martinez,  Felipe  2018).  In  the  post-financial  era,  economic  globalization  is  so  tight 
 today  and  in  the  next  few  decades,  which  country  has  advanced  manufacturing  and 
 which  country  will  have  global  leading  technology,  so  that  it  can  occupy  the  future 
 market through international companies, and in the future, With the right to speak in 
 the new economic structure, it can lead the development of the world politically and 
 culturally.   


The "Made in China 2025" industrial upgrading and innovation concept is based on two 
 aspects. Firstly, as the result of impact of economic crisis and the recovery of economic 
 is still weak and slow. Germany proposes the development strategy of "Industry 4.0" to 
 maintain its international leading position in the industries areas. The United States has 
 been proposed a "reindustrialization" strategy, in order to improve employment rates 
 and core competitiveness of enterprises. Secondly, domestic consumers have increasing 
 demand for product quality. The previous extensive corporate development strategy is 
 difficult to sustain, and it is necessary to find a long-term survival of the enterprise. 


Therefore,  the  Chinese  manufacturing  enterprises  have  to  put  forward  higher 
 requirements on themselves, so in this case, the "Made in China 2025" strategy came 
 into being (The State Council The People’s Republic of China 2015). 


This  time, China seized the opportunity  and put forward the "Made in  China 2025" 


strategy  in  line  with  national  conditions.  This  is  the  first  ten-year  action  plan  to 
 implement  the  strategy  of  manufacturing  a  strong  country  and  aims  to  reach  2025. 


Ranked among the manufacturing powers. "Made in China 2025" adheres to the basic 
policy of "innovation-driven, quality first, green development, structural optimization, 
and  talent-oriented",  and  proposes  manufacturing  engineering  innovation  center 
(industrial  technology  research  base)  construction  engineering,  intelligent 
manufacturing engineering, intelligent manufacturing engineering, Five major projects 
of green manufacturing project and high-end equipment innovation project. It clearly 
points out the ten major areas of future manufacturing development, such as the new 
generation of information technology industry, high-end CNC machine tools and robots, 
aerospace equipment, marine engineering equipment, and high-tech ships. This policy 
was formulated by scientists through two years of careful research and combined with 



(8)China's  actual  conditions.  Through  the  deep  integration  of  informatization  and 
 industrialization, a smart manufacturing mainline is created. Moving towards quality 
 competitive advantage, innovation drives the creation of China's own brand. 


1.2 Research and Study of Chinese enterprises   


Over the past two decades, Chinese multinationals have made a huge amount of foreign 
 direct investments abroad, which was making China the largest outward investor among 
 top ten emerging countries. The peculiarities of Chinese investment are directed both 
 towards developing countries and also advanced economies and that they regard both 
 lower end industries and higher value adding activities (Parmentola, Adele 2011). In 
 the process of internationalization of Chinese enterprises, there are a large number of 
 enterprises  on  the  way  to  internationalization.  However,  in  terms  of  the  quality  and 
 scale of enterprises, there is still a large gap with others foreign competitors. Parmentola 
 believes  that  Chinese  companies  will  be  very  different  from  western  multinational 
 companies in their international strategies. He believes that the most important way for 
 Chinese  enterprises  to  enter  the  stage  of  development  and  transformation  of  the 
 international market is to make direct foreign investment. This can promote its strengths 
 and avoid weaknesses. They can not only by using domestic resources, but also can 
 take advantage of mature foreign strategic assets.   


As the American International Journal of Contemporary Research did the research with 
 Neuyen Kathy, Okrend Michael and Tang Linghui "Are Chinese Companies the Next 
 Generation  of  Multinational  Corporations?"  (Neuyen,  Okrend,  Tang,  2013).  This 
 research is doing comparing foreign direct investment data of Japan from 1965-1968 
 with  China  from  2003-2008,  focusing  on  similar  companies  like  Lenovo  and  Sony, 
 Haier  and  Panasonic.  By  comparison,  it  is  found  that  the  internationalization  of 
 enterprises  is  the  way  to  improve  the  competitiveness  and  profitability  of  Chinese 
 enterprises.  However,  China  needs  to  face  a  steep  learning  stage  when  companies 
 participate  in  international  competition.  Whether  they  can  have  a  place  in 
 internationalization  in  the  future  depends  on  whether  Chinese  companies  have  the 
 ability  to  build  global  companies  by  combining  the  actual  management  of  Chinese 
 enterprises with international corporate governance theories after transformation. 


In the multi-dimensional model of strategic risk system (Winfrey & Bud, 1997) believes 
that strategic risks can be divided into three types of risks: entrepreneurship, operation 
and  competition. And  the  causes  of  different  risks  are  also  different,  the  cause  of 
entrepreneurial risk comes from enterprises whether it can be integrated into the current 



(9)overall environment. The cause of operational risk comes from whether the company 
 can make full use of the current resources and environment. The cause of competition 
 risk is whether the products produced by the company can be recognized by the product 
 market environment. 


In the Behavioral Risk Management (BRM) theory divides strategic risk from another 
 perspective:  personal  subjective  bias  and  the  limitation  of  risk  cognitive  ability, 
 organizational  subjective  bias  and  the  limitation of  risk  cognitive  ability. These  two 
 risks  come  from  different  levels.  The  first  risk  is  from  the  level  of  individual 
 psychological prejudice, which can be improved through training and education, and 
 the second risk is the risk from subjective prejudice, which is not easy to change and 
 needs to be created risk assessment model (Shigeyuki Goto, 2007) 


In  summary,  through  the  study  of  the  above-mentioned  different  scholars,  it  can  be 
 found  that  different  scholars  analyze  the  status  of  internationalization  of  Chinese 
 enterprises  and  the  types  and  risks  of  internationalization  strategies  of  enterprises 
 through  different  research  angles  and  have  obtained  richer  research  results.  In  the 
 process  of  internationalization,  Chinese  enterprises  can  learn  from  these  foreign 
 research results. 


In the research on the internationalization of many domestic enterprises, many scholars 
 have  always  put  forward  a  lot  of  advices  on  how  Chinese  companies  "Going  Out" 


strategy by studying the development status of multinational companies and combining 
 domestic enterprises. 


Liang Neng (1999) mentioned in his related literature on enterprise internationalization 
 research that companies going international needs to explain from two aspects. On the 
 one hand, the internationalization of business means selling products from domestic to 
 foreign  countries;  and  another  one  is  the  internationalization  of  the  company  itself, 
 which  mainly  means  how  the  company  develops  from  a  domestic  company  to  a 
 multinational company. 


Boil Hui (2004) wrote that the internationalization of Chinese enterprises need to be 
 engaged in the use of factors of international production, international resources and 
 international management experience, combined with their own development to realize 
 transnational business economic activities, in order to achieve the transition from local 
 businesses to international companies. 


Li Jia (2014) believed that with the continuous development of China's economy and 



(10)the  gradual  deepening  of  the  global  division  of  labor,  the  environment  of  Chinese 
 companies facing is gradually spreading to the international direction. It is international 
 competition, not only domestic competition. Chinese enterprises should cultivate their 
 own  ability  to  fight  international  risks.  And  in  the  future,  they  can  continuously 
 accumulate the strength and experience of international operations so that they can not 
 only "Going Out" but also " Staying Stable."   


By  the  above  research  and  study  of  domestic  and  abroad,  China  is  still  the  largest 
 developing  country  in  the  world  at  this  moment. And  its  domestic  enterprises  have 
 certain disadvantages compared with the multinational companies in some developed 
 countries  in  Europe,  America,  Japan  and  South  Korea.  It  is  difficult  to  have  the 
 monopoly  advantages  of  current  multinational  companies.  Furthermore,  China  ’s 
 system is a socialist system. And the market in which Chinese enterprises exist is an 
 economy market with Chinese socialist characteristics. Its market liberalization is far 
 from reaching the international free market. There is still a gap between the economy 
 and  international  liberalization.  Therefore,  in  the  process  of  internationalization, 
 Chinese  companies  need  to  continuously  change  their  development  thinking. 


Furthermore,  after  many  years  of  development  in  Chinese  manufacturing,  research 
 scholars  have  found  that  Chinese  companies  have  advantages  in  terms  of  scale. 


However, people still have controls on technology and core technologies. If Chinese 
 companies want to be and stay internationally. They need to summarize their experience 
 and vigorously develop innovation-driven, brand core and e-commerce development. 


1.3 Methodology   


There  are  kinds  of  main  research  methods  used  in  this  paper.  Firstly,  the  literature 
reviews  method  which  includes  article  collects,  classifies,  and  organizes  relevant 
literature on internationalization of enterprises, and forms a scientific understanding of 
the issues to be explored on the basis of in-depth research. Based on this, it explores 
and studies the frontier trends of issues. And explore the current domestic and abroad 
situation and policies related to issues. The second is comparative analysis which is 
using different figure to analysis Chinese foreign direct investment. For example 3.1 
we use data from Chinese foreign direct investment and USA foreign direct investment 
and Chinese investment in the overall GDP. Hereby we know that Chinese investment 
is increasing year by year and Chinese investment is around the world. But compare to 
USA there are still big gap in investment. USA invested amount more than China. The 
third is qualitative analysis which is including in the SWOT analysis. The analysis is 
based  on  government  published  documents  and  the  article  reviews,  and  different 



(11)resources and number. The fourth part of this paper explains the current international 
 environment  in  which  international  companies  are  located  through  in-depth 
 understanding and research of the international environment and analyzes the domestic 
 environment  in  which  Chinese  companies  are  located  and  puts  forward  the 
 implementation of Chinese companies' internationalization. In the process, we must pay 
 attention to the issues from the domestic environment to the international environment. 


Then,  analyze  the  current  status  and  existing  problems  of  domestic  enterprises,  and 
provide reference for the enterprises. The fourth is the case analysis method. This paper 
analyzes  several  cases  of  internationalization  of  enterprises  mainly  talking  about 
Huawei  company,  how  Huawei  company  is  succeed  in  the  long  run  of  being  well-
known  brand  with  its  company  strategy,  management  system  and  national  support 
which is on 3.6 case study of Huawei. But also some other Chinese companies such as 
Alibaba, Shuanghui etc. in the different part of this paper. as example of Shuanghui we 
have it at the beginning of third part of this paper which is talking about the expansion 
of Chinese companies going to do foreign investment and foreign investment mergers 
and acquisitions of Chinese companies have begun to move toward "global integration-
based mergers and acquisitions. At the end based on the research this paper puts forward 
recommendations  to  the  enterprises  from  the  government,  companies,  industry  and 
intermediary level. 
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2: Corporate Internationalization Strategy Theory 


International Trade Theory and Foreign Direct Investment Theory constitutes a major 
 international business theory. International trade theory attempts to explain how trade 
 occurs between countries. while foreign direct investment theory mainly explains why 
 a  country's  enterprises  look  for  overseas  investment  destinations  and  conduct  cross-
 border investment manufacturing in the international market and how to conduct cross-
 border operations. It also explains how international companies have adopted methods 
 to effectively manage and control these activities. It is related to business administration. 


International enterprises are closely connected with international trade and international 
 investment  in  their  production  and  operation  activities.  Therefore,  understanding 
 international trade and international investment theory is an important theoretical basis 
 for  explaining  the  internationalization  of  enterprises  and  changes  in  their  business 
 models. 


2.1 Foreign Direct Investment (FDI) Theory 
 2.1.1 Monopolistic Advantage Theory 


Monopolistic Advantage Theory was first proposed by Stephen Hymer in 1960. why 
 do firms engage in foreign direct investment? According to Hymer there are two reasons, 
 whether of which could apply, and both of which are expected to increase its profits 
 (Kogut, 1998). First, the firm removes competition from within the industry, by taking-
 over or by merging with firms in other countries. Second, the firm has advantages over 
 other firms operating in a foreign country. Examples of the latter are the ability of the 
 firm  to  acquire factors of production at  a lower cost,  the use of better distributional 
 facilities, the ownership of knowledge not known to its rivals or a differentiated product 
 that is now known in the other country. Both reasons stress the importance of ‘market 
 imperfections’  (Dunning  and  Rugman,  1985),  and  underlying  these  the  investor  has 
 direct control of the investment. Hymer pointed out that the most fundamental reason 
 for a multinational enterprises (MNEs) to make a direct investment abroad is that the 
 company has a specific advantage through which the company can obtain greater profits. 


The  theory  says  that  MNEs  prefer  FDI  because  it  gives  the  firm  with  control  over 
resources and capabilities in the foreign market and a scale of monopoly power relative 
to foreign competitors. In fact, the specific advantage that such a company has actually 
is a monopoly advantage. The key sources of monopolistic advantage include proprietary 
knowledge, know-how, patents, and sole ownership of other assets. The default is that a 



(13)company's foreign direct investment and its transnational operations will increase its 
 related operating costs, mainly including: (1) communication costs and transportation 
 costs; (2) Indirect costs due to host country discrimination against foreign enterprises; 


(3)  Costs  due  to  differences  in  cultural  language,  relevant  laws  and  even  the 
 environment or unfamiliarity with the local city. In this case, if the company wants to 
 win in international competition. It needs to have the necessary conditions for its own 
 advantages. Therefore, the company is unique or the industry in which the company is 
 located has certain advantages. Only international companies can break through various 
 lines  of  defense  and  occupy  a  certain  market  share  in  the  foreign  market.  The 
 advantages of international companies come from imperfect market competition. And 
 this advantage is essentially a monopoly advantage. Later generations improved on the 
 basis  of  Hymer  and  Gindelberg's  theory  of  dominance  and  extended  the  theory  to 
 oligopoly and monopoly advantages. 


2.1.2 Product Life Cycle Theory 


Product  Life Cycle theory was proposed by Harvard University  professor Raymond 
 Vernon in 1966. The theory was all the rage from the late 1960s to the mid-1970s. The 
 main point of this theory is that in technologically advanced countries they can often 
 use their technical advantages to create new products and then fill the domestic market 
 while expanding into the international market. However, access to such technological 
 innovation  opportunities  depends  on  the  situation  of  each  country  and  is  not  equal. 


Generally  speaking,  most  of  them  are  developed  countries,  especially  those  with 
 absolute  technological  advantages.  There  are  more  such  opportunities  for  most  of 
 developed  countries  but  relatively  mush  less  opportunities  limited  in  developing 
 countries. Vernon (1966) positions product development in four stages:   


The introduction stage which is the stage of introduction of new product and the new 
 product first came to market. The objective of introduction of any new product is to 
 understand and meet consumers’ needs. Ideally there is a certain quality of new product 
 at the lowest possible cost in order to get the highest profit. The introduction of new 
 product can be broken down into five parts: 


1.  Idea  validation  which  is  the  company  does  serval  researches  of  the  market  and 
 looks for a market area where customers’ needs are not met or not fully met by the 
 current market product, and innovates a new product that could meet or potentially 
 fully meet customers’ needs   


2.  Conceptual design which is that when a idea is approved and can be created after 
the  company  did  study  of  design,  material,  technology,  price,  style  and 
manufacturing capability.   



(14)3.  Specification  and  design  are  when  the  new  product  is  about  to  put  forward  to 
 release. The new product can be created after all design questions. 


4.  Prototype and testing happen when the new product is finally created for the first 
 time  and  tested  by  the  experts  and  customers.  It  is  very  important  to  collect 
 feedback and responds from the different kind of test methods so that the company 
 can improve its new product in the future. 


5.  Manufacturing is last stage that the new product is going to full production to entry 
 the market area.       


The growth stage happens when a product has survived its introduction of new product 
 and is beginning to be knew in the market area. This is the golden time for any product. 


Production  grows,  unit  costs  is  getting  lower.  Sales  increasing  builds  as  advertising 
 image for the company. Competition grows as awareness of the product builds. At the 
 moment  more  feedback  is  collected  and  the  new  product  as  a  new  market  area  is 
 targeted. The objective for any company in the growth stage is to stay in this stage as 
 long as possible in order to get as much as possible profit. It is possible that the new 
 product cannot survival and where turns to move to last stage which is decline stage. 


The maturity stage which means sales are getting slow and slow but still keep growing 
 until reach the maximum point where decline stage will start to begin. At this stage 
 company has to come up with more and more idea on how to promote the product on 
 order to attract new customers to buy product  and keep old customers stay and buy 
 more products. Additionally, there will be more and more competition in the market. 


The  company  is  challenged  by  the  higher  quality  and  lower  prices  from  other 
 competitors  which  turns  out  that  there  will  be  more  costs  and  lower  profit.  In  this 
 situation  company  needs  to  look  for  a  certain  way  to  lower  unit  costs  as  much  as 
 possible so that the company can achieve maximum profit. Meanwhile, the company 
 needs to put efforts on research and development to innovate new ideas of product in 
 order to remain its profitable.   


       


The decline stage happens when the sales is going downside. Eventually, the revenue 
 and profit will drop to the point where no longer makes profits. At this point there is no 
 any sense to continue making the product.         


Because  the  consumption  structure  and  production  function  faced  at  each  stage  are 
different. International companies must make corresponding adjustments based on the 
theory when making decisions on product trade flows and foreign direct investment. 



(15)Source: https://www.toolshero.com/marketing/product-life-cycle-stages/ 


2.1.3 Kojima’s Theory of Foreign Direct Investment   


In 1977 Japanese economist Mr. Kiyoshi Kojima put forward a Japanese-style theory 
 of foreign investment in his book "Theory of Foreign Direct Investment." This theory 
 is  significantly  different  from  the  "American-style"  foreign  investment,  which  is  an 
 anti-comparative  cost,  relying  on  technological  monopoly  advantages,  oligopolistic 
 actions, and relying on the internalization of a large multinational company. Kojima 
 Kiyoshi  proposed  this  theory  is  a  "Japanese-style"  corporate  transnational  business 
 activity theory and based on in-depth research and exploration of Japanese international 
 enterprises  in  the  experience  of  Japanese  multinational  corporations.  This  theory  is 
 quite different  than the "American-style"  corporate transnational  activities described 
 earlier. Kojima believes that "Japanese-style" and "American-style" foreign investment 
 have the following differences: 


1.  The  center  of  direct  investment  is  labor-intensive  industries  with  standardized 
 production  such  as  resource  development  and  export,  textiles  and  parts  production. 


"Japanese-style"  foreign  investment  is  carried  out  in  the  order  of  large  to  small  by 
 comparing  different  costs. The  purpose  is  to  promote  the  development  of  a  foreign 
 country's comparative advantage. The products produced are mainly sold in Japan and 
 other countries in addition to the products sold in the producing country. 


2.  When  small  and  medium-sized  enterprises  make  direct  foreign  investment.  the 
 industries  in  which  they  first  invest  are  the  industries  with  the  smallest  industrial 
 technology gap between the country and the foreign country, and sequentially invest in 
 industries  with  large  technological  gaps.  In  addition,  fierce  competition  with  other 
 investors is required when investing, not using technological advantages as a means of 
 competition. 


3. Japanese enterprises' overseas investment is a joint venture with the foreign country 



(16)or a non-equity arrangement, which is not an "enclave" subsidiary with all shares.   


Kojima believes that the above characteristics constitute a Japanese-style foreign direct 
 investment method that is different than the American-style direct foreign investment. 


2.2 Dunning’s Eclectic Paradigm   


Since the end of the 1950s, John H. Dunning (1958) has formed his own theory, the 
 theory of eclectic paradigm, based on various theoretical bases provided by western 
 economists from various aspects for corporate investment decisions. Dunning proposes 
 that three conditions determine whether or not a company will enter a foreign country 
 via  FDI. This  theory  integrates  the  theories  of  ownership-specific  advantage  theory, 
 location-specific advantage theory, and internalization advantage theory.   


2.2.1 Ownership-specific Advantage Theory 


The firm must own some unique competitive advantage that overcomes the 


disadvantages of competing with foreign firms on their home turfs. This advantage 
 may be a brand name, ownership or proprietary technology, the benefits of economies 
 of scale and so on. The ownership advantage theory suggests that a firm owning a 
 valuable asset that creates a competitive advantage domestically can use that 


advantage to penetrate foreign markets through FDI. This theory is consistent with the 
 observed patterns of int’l and intra-industry FDI. Only partly explains why FDI 
 occurs. Ownership advantage theory doesn’t explain why a firm would choose to 
 enter a foreign market via FDI rather than exploit its ownership advantages through 
 other means, such as exporting its products, franchising, a brand name or licensing 
 technology to foreign firms. 


2.2.2 Location-specific Advantage Theory 


Location advantage means that international companies in different regions can make 
 full use of their regional advantages to obtain greater benefits than simply exporting. 


This advantage can explain the location choice of enterprises when they make foreign 
direct investment. And why they choose a country or region for investment. Therefore, 
location  advantage  is  one  of  the  factors  to  be  considered  by  enterprises  in  overseas 
direct investment. There are numerous possible sources of Location advantages, some 
on the input-side (low factor prices, appropriate technology) and some on the output-
side (market conditions). Institutional and structural arguments include the system of 



(17)protection (trade barriers spur investment), infrastructure, etc. In his “Competitiveness 
 of  Nations”,  Michael  Porter  (1990)  formulated  Location  advantages  in  a  specific 
 industry-related framework. 


2.2.3 Internalization Advantage Theory 


This  implies  that  full  control  remains  with  the  investing  firm  -  a  wholly  owned 
 subsidiary is preferable to other entry modes such as joint ventures, licensing or export. 


The arguments in favor of full control by an FDI include transaction costs, uncertainty 
 and control of the distribution channel. Internalization theory, as developed by Buckley 
 and  Casson  (1976),  Rugman  (1981),  and  Hennart  (1982),  is  a  firm-level  theory 
 explaining why the MNE will exert proprietary control (ownership) over an intangible, 
 knowledge-based, firm-specific advantage (FSA). In internalization theory, all FSAs 
 are  efficiency-based.  The  knowledge  advantage  arises  from  a  transaction  cost 
 economics explanation, whereby the public good nature of knowledge (an externality) 
 is remedied through the hierarchy of a firm overcoming this situation of market failure. 


The  other  types  of  FSAs,  such  as  brand  advantage,  skills  in  management,  and 
 organizational  capabilities,  are  also  efficiency-based  and  are  compatible  with  the 
 resource-based view (RBV) and the value creation aspects of Penrose (Rugman and 
 Verbeke 2002). In short, internalization theory applies transaction cost economics and 
 the RBV to explain the efficiency aspects of MNEs. 


The  three  theories  described  above  have  explained  foreign  direct  investment  and 
 overseas operations from different aspects, but some phenomena have not been able to 
 give  a  reasonable  explanation. Around  1980,  Professor  Dunning  put  forward  three 
 decisive factors for foreign direct investment in enterprises based on the synthesis of 
 previous research results: (1) whether the enterprise has an ownership advantage; (2) 
 whether  the  enterprise  has  a  location  advantage  (3)  Whether  the  enterprise  has  an 
 internalization  advantage.  These  three  conditions  must  be  met  at  the  same  time. 


otherwise,  other  business  models  should  be  adopted,  and  foreign  direct  investment 
 should not  be adopted.  Dunning's compromise theory can be expressed  by a simple 
 formula:  ownership  advantage  +  location  advantage  +  internalization  advantage  = 
 foreign direct investment. Dunning called this model the "three-dominant model" and 
 named his theory the term "eclectic." 


Although Dunning's Eclectic Paradigm theory has been well received and highly valued 
in the West. it still has many shortcomings. For example: Wells believes that the reason 
why  developing  countries  can  invest  abroad  is  obviously  not  due  to  the  absolute 
advantages  of  developing  countries  in  terms  of  capital,  technology,  market  and 
economic level, but because they have relative advantages in terms of special products 



(18)and market access. However, Dunning's colleague Barkley pointed out that this theory 
 still has flaws. Firstly, there are three types of advantages among them. What kind of 
 interaction  and  how  they  develop  over  time  has  not  been  explained;  secondly,  it  is 
 reasonable  for  the  theory  to  separate  the  theory  of  ownership  advantage,  because 
 internalization theory has already made these questions clear. 


2.3 Transnational theory in developing countries and regions. 


In the 1970s and 1980s, the rapid economic development of developing countries, one 
 of  the  most  obvious  characteristics  is  the  internationalization  of  enterprises  in 
 developing countries and the rapid growth of foreign direct investment in developing 
 countries.  The  research  on  the  transnational  theories  of  internationalization  of 
 developing country enterprises carried out by the object has also gradually emerged. 


Among  them  are  representative:  Well’s  small-scale  technology  theory;  Rao's  local 
 technology change theory; Kentwell's technology accumulation theory. 


2.3.1 Small-scale Technology Theory 


The American  economist  Louis.T. Wells  (1977)  proposed  in  his  book  "Third World 
 Multinational"  that  developing  country  enterprises  have  a  specific  advantage  with 
 themselves compared with developed country enterprises. The theory emphasizes that 
 developing countries have competitive advantage on some products because of low cost, 
 similar  culture  and  approach  to  the  market  which  are  specifically  manifested  in  the 
 following three aspects: 


1: Most developing countries have small-scale production technologies that can serve 
 relatively small international markets, which are mostly labor-intensive. Based on its 
 own research on a group of representative manufacturing multinational groups, Wells 
 concluded that the core technology of most Indian companies ’manufacturing originates 
 from  the  technology  introduction  of  developed  country  companies,  and  the  modify 
 imported technology is combined with the actual situation of Indian companies. The 
 purpose of modified imported technology is to adapt to the local market and to meet 
 the needs of small-scale technologies in other developing countries. Such case it is not 
 in India. As well as in many other developing countries. The market pressure forces 
 developing country firms to modify imported technologies and make more flexible to 
 provide a greater variety of products to meet small-scale technologies. Such modified, 
 small-scale  technologies  become  developing  country  firm’s  special  advantages  in 
 making foreign direct investment. 


2: The second is to be able to do local purchasing the required equipment and obtain 



(19)special products. Compared with developed countries, transnational corporations and 
 transnational corporations in developing countries are more able to rely on local talents, 
 scientific  research  and  development  capabilities,  and  to  absorb  and  use  existing 
 technologies and equipment. This is of course a consideration from a cost perspective, 
 but it may also be considered from the perspective of similar economic development of 
 the two countries.   


3: The third are the advantages of inexpensive and high-quality products. Multinational 
 companies in developing countries do not have the advantages of well-known brands 
 and strong sales networks in developed countries. What they can rely on is their own 
 low-cost advantages. In developing countries firms are relatively lower than developed 
 countries  in  terms  of  production  costs,  labor  costs  and  sales  costs,  especially  in  the 
 labor-intensive manufacturing industry. 


2.3.2 Technology Localization Theory 


Sanjaya Lall’s “technology localization theory” emphasize that absorbing technology 
 is  also  innovation,  it  can  bring  competitive  advantage  to  enterprises  through 
 improvement and innovation of technology to make it more adapt to the demand of 
 demotic market and similar foreign markets. The theory holds that in the process of 
 internationalization,  companies  in  developing  countries  can  not  only  introduce  and 
 imitate advanced technologies of developed countries, but also adjust local links based 
 on specific needs based on imitation, and then within process of internationalization to 
 achieve its transnational development. Lall believes that its main advantages are mainly 
 reflected in the following aspects: 


1: The environment of developing countries in absorbing advanced technology and then 
 localizing the technology is quite different than in developed countries. 


2: Companies in developing countries are guided by local needs when designing and 
 producing products. 


3: The advantages of developing country companies in  participating  in  international 
 competition not only come from the close integration of product production with local 
 supply and demand, but also based on innovative activities in the production process, 
 which can bring higher levels of production in small-scale production Financial reward.   


4: According to the characteristics of products, international companies in developing 
 countries  can  produce  products  different  from  current  well-known  brand  products 
 through  research  and  development.  The  main  emphasis  here  is  that  companies  in 
 developing  countries  are  not  simply  passively  imitating  and  copying  technology  in 
 developed  countries,  but  are  actively  introducing,  absorbing  and  re-innovating. 


Through  this  channel,  the  competitiveness  of  developing  country  companies  in  the 
international arena will be continuously strengthened. 



(20)
3 "Made in China 2025" and Chinese enterprises   


3.1 Chinese Foreign Investment outflow 


With  the  rapid  development  of  China's  globalization  process, Chinese  enterprises' 
 foreign investment has maintained rapid growth for 15 consecutive years, reaching its 
 peak  with  over  196  billion-dollar  outflows  in  2016.  Despite  the  slight  decrease  of 
 China’s  direct  investment  outflow  in  2017,  China  is  still  one  of the  world's  major 
 foreign  investors,  ranking  after  the  United  States  and  Japan(2020  Statista  Research 
 Department). 


Source: June 2019 United Nations Conference on Trade and Development 
 https://unctad.org/en/pages/newsdetails.aspx?OriginalVersionID=2118 


Most of share of Chinese foreign direct investment was applied on foreign mergers and 
 acquisitions.  Foreign  expansion  of  Chinese  companies  is  also  encouraged  by  the 
 Chinese government. Beijing published a new set of foreign investment guidelines in 
 January 2019, intending to make M&A of Chinese companies more easy. At the same 
 time,  the  Chinese  government  is  also  increasing  oversight  on  foreign  investment 
 practices of Chinese companies to avoid money laundering and illegal capital outflows. 


Because the Chinese  government have the strong support for the  One Belt and  One 
Road Initiative, the One Belt and One Road countries are expected to benefit from the 



(21)direct investment from China. There are more than 60 countries get involved in The 
 One Belt and One Road Initiative, which are mostly developing countries and together 
 account  for  one-third  of  global  GDP  and  60  percent  of  the  world’s  population. The 
 investment  in  these  countries  includes  a  large  amount  of infrastructure 
 construction which also creates the need for China’s industrial capacity in turn. 


The challenges for Chinese foreign outflow investment are increasing. In the high-tech 
 sector, Chinese companies are facing stricter investment restrictions, which are mostly 
 from national security concerns and strategic asset protection. Due to political changes 
 in some invested countries, the prospect of China's investment based on governmental 
 cooperation  in  these  countries  also  becomes  unclear(Statista  Research  Department 
 2020). 


Source: CEIC Data. https://www.ceicdata.com/en/indicator/china/foreign-direct-investment 


Source: CEIC Data. https://www.ceicdata.com/en/indicator/united-states/direct-investment-abroad 



(22)As we can tell that the foreign direct investment in China and in USA. By comparison 
 the  data  from  both  countries.  We  know  that  there  is  still  big  differences  in  foreign 
 investment between USA and China. There is still big gap there. Although There are a 
 lot  of  investment  from  China.  Chinese  investment  is  widely  around  the  world  and 
 investment  in  overall  GDP  is  still  increasing.  China  still  need  to  be  more  attractive 
 investment  when  it  comes  to  foreign  direct  investment.  Meanwhile  Chinese  foreign 
 direct investment will not only focus on amount money invest but also the quality of 
 money invests. 


Source:  CEIC  Data.  https://www.ceicdata.com/en/indicator/china/foreign-direct-investment--of-
 nominal-gdp 


Since 2012, China has put more and more investment in overall GDP. China ’s efforts 
to manage overcapacity have marked the end of China ’s heavy chemical industry stage, 
and the center of domestic industrial development has begun to shift to  technology-
intensive  industries  that  require  more  new  regulations,  such  as  agriculture,  defense 
industry,  and  high-tech  industries.  Although  international  investment  mergers  and 
acquisitions in resources and energy are still the most focused areas, foreign investment 
mergers and acquisitions of Chinese companies have begun to move toward "global 
integration-based mergers and acquisitions." A study by The Economist in 2013 found 
that intellectual property, such as brands and technologies, has become an important 
driving force for the internationalization of Chinese companies, and it is approaching 
the  demand  for  product  exports  and  natural  resources.  The  most  typical  examples 
include  Shuanghui  Group's  acquisition  of  Smithfield  in  the  United  States,  BGI's 
acquisition of Complete Genomics in the United States, Wanxiang Group's acquisition 
of Fisco, and so on. On May 29, 2013, Shuanghui International Holdings Co., Ltd. and 



(23)Smithfield, USA announced that Shuanghui acquired all the shares issued by the latter 
 for  US  $  7.1  billion.  In  this  merger,  Shuanghui  International  is  the  largest  meat 
 processing  company  in  China,  while  Smithfield  is  the  largest  pig  farming  and  pork 
 processing company in the world, and the largest pork product supplier in the United 
 States. BGI acquired Complete Genomics, a US biotechnology listed company. It is the 
 first time that a Chinese company has acquired a US listed company and has become a 
 global leader in gene sequencing. Based on the acquisition of A123, the largest lithium 
 battery manufacturer in the United States in 2013, Wanxiang acquired Tesla's rival Fisco 
 in  2014,  forming  a  relatively  complete  industrial  chain  for  new  energy  vehicles, 
 achieving the leap from traditional cars to new energy vehicles. The internationalization 
 towards global integration may mean that China will soon move from capital importing 
 countries to capital exporting countries. Some studies predict that China will become a 
 net capital exporting country in 2017 (The Economist 2016). 


3.2 “Made in China” Introduction   


Prime Minister Li Keqiang launched “Made in China”, (MIC 2025) in 2015 which sets 
 to improve China’s industrial capability. This 10-year, comprehensive strategy focuses 
 heavily on intelligent manufacturing in 10 strategic sectors, which are New Information 
 Technology, Numerical control tools, Aerospace equipment, High-Tech ships, Railway 
 equipment, Energy saving, New material, Medical devices, Agricultural machinery and 
 Power equipment and has the aim of securing China’s position as a global powerhouse 
 in  high-tech  industries  such  as  robotics,  aviation,  and  new  energy  vehicles  such  as 
 electric  and  biogas. This  research  and  development  driven  plan  is  seen  as  a  critical 
 element in China’s sustained growth and competitiveness for the coming decades as it 
 transitions into a developed economy. It also seeks to ensure Chinese manufacturers 
 remain competitive with emerging low-cost producers such as Vietnam (June 2018). 


3.3 Core Contents of “Made in China 2025” 


The core contents of the "Made in China 2025" strategy can be divided into five parts:   


1:  Innovation-driven.  It  insists  on  putting  innovation  at  the  core  of  the  overall 
development  of  the  manufacturing  industry,  improve  the  institutional  environment 
conducive  to  innovation,  promote  cross-sector  and  cross-industry  collaborative 
innovation, break through a number of key common technologies in key areas, promote 



(24)digital networking and intelligentization of manufacturing, and take innovation as the 
 driving force Development path.   


2: Quality comes first. It is very important to adhere to quality as the lifeline of building 
 a  strong  manufacturing  country,  strengthen  the  responsibility  of  corporate  quality 
 subjects, strengthen quality and technology research, and cultivate independent brands. 


The  government  planned  to  establish  a  system  of  laws  and  standards,  a  quality 
 supervision  system,  an  advanced  quality  culture,  create  a  market  environment  for 
 honest management, and follow the development path of winning by quality.   


3:  Green  development.  The  government  takes  efforts  to  adhere  to  sustainable 
 development  as  an  important  focus  of  building  a  strong  manufacturing  country, 
 strengthen  the  promotion  and  application  of  energy  saving  and  environmental 
 protection technologies, processes and equipment, and comprehensively promote clean 
 production. The government realizes that it is necessary for China to develop a circular 
 economy, improve the efficiency of resource recycling, build a green manufacturing 
 system, and follow the path of ecological civilization.   


4: Structural optimization. Adhere to structural adjustment as a key link in building a 
 manufacturing  power,  vigorously  develop  advanced  manufacturing,  transform  and 
 upgrade  traditional  industries,  and  promote  the  shift  from  production-oriented 
 manufacturing to service-oriented manufacturing. Optimize the industrial space layout, 
 cultivate a group of industrial clusters and enterprise groups with core competitiveness, 
 and follow the development path of improving quality and efficiency.   


5: Talent-oriented. Adhere to the talents as the basis for building a strong manufacturing 
 country,  establish  and  improve  a  scientific  and  rational  mechanism  for  selecting, 
 employing,  and  educating  people,  and  speed  up  the  training  of  professional  and 
 technical  personnel,  management  personnel,  and  technical  talents  that  are  urgently 
 needed for the development of the manufacturing industry. Create an atmosphere of 
 mass  entrepreneurship  and  innovation,  build  a  high-quality,  reasonably  structured 
 manufacturing  talent  team,  and  follow  the  talent-led  development  path  (The  State 
 Council The People’s Republic of China 2015).     


The “Made in China 2025” strategy combined with the “Internet +” and “Belt and Road” 


development strategies will bring a new round of development commanding heights for 
Chinese  manufacturing,  and  also  a  powerful  development  opportunity  for  Chinese 
companies to go global. 



(25)3.4 Goals of “Made in China 2025” 


Source: https://www.focus-economics.com/blog/china-taking-the-economic-center-stage-belt-and-road-
 made-in-china-2025 


China  is  looking  for  a  way  to  end  up  its  reliance  on  international  technology  and 
 upgrade its industrial capability and smart manufacturing by making sure that quality 
 of  product,  innovation,  efficiency,  and  integration  drive  manufacturing  through  ten 
 different key industries sectors. These industries include New Information Technology, 
 Numerical control tools and robotics, Aerospace equipment, High-Tech ships, Railway 
 equipment, Energy saving, New material, Medical devices, Agricultural machinery and 
 Power  equipment.  Further  objectives  involve  developing  brand  awareness  of 
 companies  and  gathering  green  development  targets.  Green  development  will  be  an 
 extremely important part to prove the government’s strategies to combat address the 
 health and climate change and environmental impact of China’s industrialization. Th 
 focus on branding and quality of product is with a picture to international expansion 
 and competitiveness. For example, in the agriculture sector, the goal is to determine up 
 to three distinguishable brands and up to five globally competitive firms.   


Decreasing  dependence  on  foreign  technologies  means  creating  and  developing 
 organizations that  can innovate  across development  and  research,  lead domestically, 
 and  produce  competitive  exports.  The  “goal  of  raising  domestic  content  of  core 
 components  and  materials  to  40  percent  by  2020  and  70  percent  by  2025”  will 
 contribute to self-sufficiency and the end goal of localizing the manufacturing process; 


however, such goals violate WTO rules. While China is intending to move up the value-
added chain, it also sees Made in China 2025 as a chance to fully combine the global 
manufacturing  chain  and  more  effectively  cooperate  with  industrialized  economies. 



(26)Even  if  fundamental  objectives  are  not  accomplished,  the  project  will  also  improve 
 China’s “overall economic governance’” and improve its sectors in a different way like 
 in financial, healthcare, education and manufacturing. 


3.5 How “Made in China 2025” will be achieved 


In order to build a strong manufacturing country, China will keep the advantages of the 
 system,  mobilize  all  forces,  further  deepen  reform,  improve  policies  and  measures, 
 establish  a  flexible  and  efficient  implementation  mechanism,  and  create  a  good 
 environment.  China  also  will  cultivate  an  innovation  culture  and  a  manufacturing 
 culture with Chinese characteristics to promote the manufacturing industry to become 
 stronger (Backgrounder 2018). There are the following supports and policies from the 
 government: 


1: Deepening institutional reform   


China will comprehensively promote administration according to law, accelerate the 
 transformation of government functions, innovate government management methods, 
 strengthen  the  formulation  and  implementation  of  manufacturing  development 
 strategies, plans, policies, standards, etc. China will make efforts to strengthen industry 
 self-discipline and public service capacity building and improve industrial governance. 


At the mean time China will try to simplify administration and decentralization, deepen 
 reform  of  the  administrative  approval  system,  standardize  approval  items,  simplify 
 procedures, and define time limits, revise the list of investment projects approved by 
 the government in a timely manner, and implement the status of corporate investment 
 subjects. China also will make steps to improve industrial safety review mechanism and 
 legal system. 


2: Create a fair competitive market environment 


China will keep deepen the reform of the market access system, implement negative 
list management, strengthen supervision after the event, and comprehensively clean up 
and abolish policies and measures that are not conducive to the construction of a unified 
national market. China will focus on effectively strengthen supervision, crack down on 
manufacturing and sales of counterfeit and shoddy products, severely punish market 
monopolies and acts of unfair competition, and create a good production and operation 
environment  for  enterprises.  China  will  speed  up  the  development  of  technology 
markets  and  improve  the  mechanisms  for  the  creation,  using,  management  and 
protection of intellectual property rights. 



(27)3: Financial Support Policies 


The most important means is financial support for key sectors. China will  deepen 
 financial  sector  reform,  broaden  manufacturing  financing  channels,  and  reduce 
 financing costs. At the same time China will encourage state-owned banks to increase 
 loans and lower interest  loans  to  manufacturing companies, in  order that companies 
 have the enough  financial  means to  promote itself. And also  China will  support the 
 qualified  manufacturing  enterprises  in  domestic  and  overseas  listing  and  financing, 
 issuing various types of debt financing instruments.   


4: Support for fiscal and taxation policies 


The government will strengthen financial funds to support the manufacturing sector, 
 focus on investment in intelligent manufacturing and High-end equipment. China will 
 make efforts to look for a new way to its financial funding support. For example, from 
 funding  construction  to  funding  operation.  Therefore,  it  will  improve  the  use  of 
 financial funds. Regards of taxation the government will implement tax policies that 
 are  conducive  to  the  transformation  and  upgrading  of  the  manufacturing  industry, 
 advance the value-added tax reform, improve the calculation method for R&D expenses 
 of enterprises, and effectively reduce the tax burden on manufacturing enterprises. 


5: Improve multi-level talent-oriented training system 


On the way to Made in China 2025 strategy the state will need to build high-quality 
 professional  and  technical  personnel.  The  government  encourage  enterprises  to 
 cooperate with schools, cultivate scientific researchers, technical and technical talents 
 and compound talents that are urgently needed in the manufacturing industry, deepen 
 the reform of the enrollment and training mode for engineering doctoral  and master 
 degree graduates in related fields, and actively promote the combination of production, 
 education, and research. The local cities need to strengthen the forecast of industrial 
 talent  demand,  improve  various  types  of  talent  information  database,  and  build  an 
 industrial talent level evaluation system and information release platform. 


6: Improve policies for small, medium and micro enterprises 


There are more and more small and medium business getting popular in China. They 
play very important role in the state strategy. The government will keep taking measures 
to  implement  and  improve  preferential  fiscal  and  tax  policies  to  support  the 
development of small and micro enterprises and optimize the use of special funds for 
the development of SMEs. The government is trying to strengthen the construction of 
a comprehensive service system for small, medium and micro enterprises, improve the 
public service platform network of small, medium and micro enterprises, establish an 



(28)information interconnection and interoperability mechanism, and provide specialized 
 services such as entrepreneurship, innovation, financing, consulting, training, and talent 
 for small and medium enterprise (The State Council The People’s Republic of China 
 2015).   


3.6 Case Study -- Huawei 


Under  the  national  strategy  Made  in  China  2025  one  of  the  outstanding  examples 
 Huawei  company  in  new  information  technology.  Huawei  was  Founded  in  1987, 
 Huawei is a leading global provider of information and communications technology 
 (ICT) infrastructure and smart devices. Huawei is devoted to bringing digital to every 
 person,  home  and  organization  for  a  fully  connected,  intelligent  world.  Huawei  has 
 more than 194,000 employees, and operates in more than 170 countries and regions, 
 serving more than three billion people around the world (Huawei Web)   


Huawei  became  the  world’s  largest  telecommunications  company  over  three 
decades, with $100 billion in revenue in 2018, a 20 percent leap from the previous 
year.  This  success  has  helped  drive  suspicion  that  the  Chinese  government  has 
played a role in the company in recent years. Beijing explicitly supported domestic 
telecom companies like Huawei even more than others in order to prevent foreign 
domination  of  the  industry.  The  Chinese  government  ensured  Huawei  had  easy 
access  to  financing  and  high  levels  of  government  subsidies--$222  million  in 
government grants in 2018 alone (L Maizland & A Chatzky 2020). 



(29)Huawei won a key contract to build the first national telecommunications network 
 for the People’s Liberation Army of China in 1994. It was very first trust and help 
 from  government  level.  From  that  on  the  rise  of  Huawei  is  started. Another  key 
 setting point for the Huawei company came in 1996, when the Chinese government 
 implemented  an  unambiguous  policy  of  supporting  internal  telecommunications 
 manufactures  and  constraining  access to foreign competitors. Now with the new 
 national strategy Made in China 2025. There are many polices to help the  ten key 
 sectors  industries.  Huawei  is  one  of  them.  Especially  nowadays  the  new 
 information technology has  become one of the most important area in the future 
 developing. This cushion has allowed Huawei to price its network equipment below 
 other companies’ rates. Huawei itself reportedly had access to as much $75 billion 
 in Chinese government help which is including grants, loans and tax breaks. From 
 the government level China have a vested interest in the rise of hardware company 
 that could go head to head with the likes of Apple and Samsung. Huawei should 
 take the advantage from the perspective level of government support to expand its 
 corporation with other countries and stand in the international stage.     


Source: Huawei Corporate Governance   


https://www.huawei.com/en/about-huawei/corporate-governance 
      


The company only exists to serve its customers. The purpose of growing our harvest 
 and increasing the fertility of our soil is to better serve our customers. "Staying 
 customer-centric and creating value for customers" are the company's common 
 values. The conferment of authority is required to drive the facilitation and 
 implementation of the company's common values. However, without effective 
 controls in place, authority un-checked will ultimately hinder such common values. 


The company has a well-developed internal governance structure, under which all 



(30)governance bodies have clear and focused authority and responsibility but operate 
 under checks and balances. This creates a closed cycle of authority and achieves 
 rational and cyclical succession of authority. The company's fate cannot be tied to any 
 single individual and the governance bodies of the company shall follow a model of 
 collective leadership. This collective leadership model is created upon common 
 values, focused responsibility, democratic centralized authority, checks and balances, 
 and growth by self-reflection. In addition, the company stays customer-centric, 
 inspires dedication, and continuously improves its governance structure, 
 organizations, processes, and appraisal systems to sustain its long-term growth 
 (Huawei Corporate Governance). 


One  of  important  reasons  Huawei  can  succeed  is  that  Huawei  is  learning  the 
 management system from advanced country. Over the course of a decade, Huawei has 
 built out and continuously refined a strong business continuity management system. 


This system covers all of our end-to-end processes, from suppliers to Huawei, and then 
 on to our customers (Huawei Annual Report 2019). Huawei constantly push customer 
 requirements  and  expectations  up  the  industry  chain  to  align  quality  strategies  and 
 encourage further collaboration for mutual development. Huawei also call on suppliers 
 to build their own business continuity management (BCM) systems and lead our value 
 chain in the pursuit of high quality. Huawei actively works to capture the Voice of the 
 Customer  (VOC)  through  a  wide  array  of  channels  to  identify  and  consolidate  key 
 improvement points and continuously improve customer satisfaction. We are working 
 to increase quality awareness in all employees so the company can win with quality: 


We have continued to develop leadership in quality management, pursue a quality-first 
culture,  and  inspire  a  sense  of  responsibility  and  honor  towards  quality  among  all 
employees. This is achieved through the Huawei Quality Awards, internal and external 
audits and assessments, Top N Initiatives, Six Sigma and lean management initiatives, 
Quality Control Circle (QCC) projects, broad acceptance of improvement suggestions, 
and  research  into  new  approaches  to  improvement. All  aspects  of  Huawei’s  broad 
quality  and  relevant  management  systems  have  been  certified  by  leading  industry 
organizations, winning extensive recognition from customers. 



(31)Source: Huawei Annual Report 2019 www-file.huawei.com 


Huawei  understands  that strong  brands  drive  innovation and  this  is  reflect  in  its 
 worldwide  operations. Innovation  has  been  fundamental  to  Huawei’s  survival  and 
 development over the past three decades. In this time we have continuously invested 
 over  10%  of  our  annual  revenue  back  into  R&D.  In  recent  years,  our  spend  has 
 exceeded 14%. And it’s with long-term R&D investment that we have been able to lead 
 the pack in multiple technology domains, and continue to earn the respect and trust of 
 our customers despite significant external pressure. Huawei itself is shifting from an 
 Innovation 1.0 model to Innovation 2.0. In Innovation 1.0, we focused on innovation in 
 technology,  engineering,  products,  and  solutions  to  meet  our  customers’  needs. 


Innovation  2.0  means  breakthroughs  in  basic  theory  and  developing  new  basic 
 technologies, driven by our shared vision for the future. To help smooth the transition 
 into a fully connected, intelligent world, we need to break through the theoretical limits 
 impeding ICT development, as well as bottlenecks in basic technology (Xu Zhijun 2019) 


Source: Bloomberg. Huawei filings 



(32)According to a report from Bloomberg, Huawei has spent more around $15.3 billion 
 on research last year. This figure is roughly a double of what the company has spent 
 five years ago, a mark was only attained by Amazon Inc. This is the effect of 


Huawei’s pursuit on the fifth-gen networking (5G) and related technologies. Also, the 
 company is making a fast approaching to cover everything from mobile and cloud 
 services to semiconductor and network equipment (John H Junior 2019) 


In the analysis of Huawei company, we can tell that the success of Huawei contains its 
clear  company  strategy,  brand  building,  external  management  learning  and  internal 
management system improvement and national  supports  and so on. There are many 
other  Chinese  companies  like  Huawei.  They  are  seeking  a  position  in  the  world 
competition. Chinese enterprises need to clearly realize the company’s situation, keep 
its  own  special  advantage  and  improve  its  lack  of  management  system  and  brand 
awareness. And  take  advantage  of  different  support  in  order  to  success  in  the  cruel 
competition environment.     
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4 SWOT analysis of Chinese enterprises' internationalization  under the background of "Made in China 2025" 


A SWOT analysis is a compilation of strengths, weaknesses, opportunities and threats. 


The  primary  objective  of  a  SWOT  analysis  is  to  help  organizations  develop  a  full 
 awareness of all the factors involved in making a business decision (Skye Schooley 
 2019).  This  method  was  created  in  the  1960s  by Albert  Humphrey  of  the  Stanford 
 Research  Institute,  during  a  study  conducted  to  identify  why  corporate  planning 
 consistently failed. Since its creation, SWOT has become one of the most useful tools 
 for  enterprisers  to  start  and  grow  their  companies.  Here  we  use  SWOT  analysis  to 
 understand Chinese enterprises in the process to be international based on the sources 
 we have those are government policies support, international reports, global ranking 
 and article reviews. From aspect of internal factors which are strength and weakness 
 and external factors which are opportunities and threats furthermore make analysis. 


4.1 Strength 


4.1.1 Domestic economic advantage 


Source: CEIC Data. https://www.ceicdata.com/en/indicator/china/nominal-gdp 


After the financial crisis in 2008, along with the economic recovery for nearly 10 years, 
the economies of all countries in the world are still in a state of slow growth. On the 
way to economic recovery, China is the country in the forefront of the world. When the 
financial  crisis  broke  out,  the  Chinese  government  decisively  adopted  proactive 
measures  and  implemented  a  4  trillion  economic  stimulus  plan,  which  successfully 



(34)removed the Chinese economy from the quagmire of the economic crisis. Since then, 
 the  Chinese  economy  has  emerged  to  the  position  of  the  world's  second-largest 
 economy in the world (OECD 2000). With the support of a strong national economy, 
 Chinese companies have continuously improved their business status in the world, and 
 their steps in acquiring overseas assets and foreign direct investment have gradually 
 increased.  Due  to  the  strength  of  the  Chinese  economy,  the  popularity  of  Chinese 
 companies  investing  abroad  has  clearly  increased,  and  even  in  developed  countries, 
 they are doing everything they can to attract Chinese investment. 


4.1.2 The  size  and  strength  of  Chinese  companies  have  gradually  strengthened 
 their advantages 


After decades of development, Chinese enterprises have evolved from a state-owned 
 economy mainly dominated by state-owned enterprises and collective enterprises to a 
 market-oriented  economy  where  state-owned  and  private  enterprises  coexist.  The 
 geometric multiple growth appears in the long history of China's economic reform and 
 opening. 


At  this  moment,  the  scale  and  strength  of  Chinese  enterprises  are  unprecedented. 


According to  the latest  Fortune Global  500 list released by the US  media magazine 
 Fortune, the number of Chinese companies on the list has reached 110 in 2016 and has 
 the  big  potential  to  continues  to  grow. With  such  a  large  scale  and  strength,  it  will 
 facilitate more Chinese companies to go international in the future (Zhu Lingqing 2016). 


Driven  by  the  "Made  in  China  2025"  strategy,  Chinese  enterprises  will  vigorously 
 change  their  current  position  in  the  international  market,  after  undergoing  industrial 
 upgrading, independent innovation, and intelligent manufacturing. As a result, China 
 will become a manufacturing power in the true sense. 


4.1.3 Information industry companies are at the forefront of the world 


In traditional manufacturing, Chinese companies are at the low end of the world, but in 
 the latest information technology industry, China is indeed at the forefront of the world. 


For example, in the field of e-commerce, Chinese company Alibaba is in the leading 
position in the world's  e-commerce field. This  is  one of the cases in  which Chinese 
companies are using information technology to achieve success. One of reasons that 
Alibaba can be success is that unique business model. Alibaba provides services mainly 
to small enterprises and individuals. This defines a unique business opportunity which 
emancipates  the  productive  forces  of  small  enterprises  and  offers  more  diversified 
consumption choices for consumers (Xavier Pavie 2018). Together, they are a complete 
e-commerce ecosystem. By focusing on small enterprises, a large selection of goods is 
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