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Abstract 

This paper provides original evidence about Chinese and Indian Outward Direct 

Investment in Italy. Firm-level data have been collected through survey interviews 

involving the whole population of Dragon and Elephant multinationals. With a response 

rate of 80%, we draw a detailed profile of the parent companies and investigate their 

main drivers, entry modes, and satisfaction with the local operations.  
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1. Introduction 

Recent years have witnessed the emergence of a new geography of Foreign Direct 

Investment (FDI) in which developing countries play a prominent role as home, adding 

to host markets1 (Goldstein, 2006; UNCTAD, 2006; Mariotti and Mutinelli, 2007, 2008; 

Giovannetti and Mazzeo, 2008; Mariotti, 2009). 

In this context, China2 and India figure out as leading global investors, due to the 

impressive growth rate of their outward FDI that tops 470 bln USD nowadays 

(UNCTAD, 2012). With outflows equal to 65 bln USD in 2011, China ranks 9th among 

the largest source countries worldwide, and 2nd among developing countries; with 

outflows equal to 15 bln USD, India is the 24th largest investor in the world, and the 7th 

among emerging economies (UNCTAD, 2012). Hence, the Dragon and the Elephant, 

traditionally considered as a destination for foreign direct investment, are increasingly 

becoming a source of multinational activity.  

As shown in Figure 1, Chinese and Indian Outward Direct Investment (ODI)  is a recent 

phenomenon that takes place only in the last few decades as a consequence of massive 

government intervention to promote globalization and growth (Athukorala, 2009; Singh 

and Jain, 2009; Yueh, 2010; Wei and Wang, 2009; Zhang and Liu, 2009). However, its 

rise is fast and dynamic: starting from virtually 0 ODI in 1990, China reaches the record 

stock of 365 bln USD in 2011, and India tops 111 bln USD during the same year. If we 

further dissect this evidence by country of origin, we see that the Dragon has a stronger 

attitude towards ODI, since Chinese internationalization occurs earlier, and volumes of 

outward direct investments remain larger for the entire period 1990-2011.  

On the contrary, if we look at the international network wideness and deepness, Indian 

multinationals reveal a better positioning than the Chinese ones, with more than 4500 

subsidiaries worldwide3. As for the geographical distribution, affiliates tend to cluster 

around North America, Asia and the European Union that account for 80% of total FDI 

from the two countries (Figure 2). As a matter of fact, the Elephant and the Dragon 

                                                 
1 Consistently with the IMF/OECD definitions, we call FDI an investment in a foreign company in which 
the investor owns at least 10 percent of the ordinary shares, undertaken with the objective of establishing 
a lasting interest in the country, a long-term relationship, and a significant influence on the management 
of the firm (IMF, 1993; OECD, 1996). In our terminology, multinational enterprises are those engaged in 
foreign direct investment. Moreover, “developing” and “emerging” economies are treated as 
synonymous. 
2 In this paper, “China” denotes the so called “Mainland China”, without Hong Kong and Taiwan. 
3 For more information regarding the globalness of Indian MNEs, see Pradhan and Aggarwal (2011). 
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prefer to invest in advanced (US, EU and Canada) or nearby (Asia) economies; 

moreover, Chinese FDI is directed primarily towards Asia, while Indian MNEs operate 

in North America the most. Across the broad array of feasible hosts, the European 

Union plays an important role as well, attracting 11% of Chinese and 26% of Indian 

foreign direct investments.  

Figure 1: Chinese and Indian Outward FDI stocks, 1990-2011, bln USD 
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Source: author’s elaborations from UNCTAD (2012) 

Within Europe, Italy is the 4th major recipient of Chinese and Indian FDI, after UK, 

Netherlands and Germany; in particular, it ranks 3rd among the most frequent 

destinations of Chinese Multinational Enterprises (MNEs) and 6th among Indian most 

preferred host countries (Orbis, 2012). This suggests that the Dragon and the Elephant 

are on the way to Italy.  

In light of the above discussion, the present paper investigates Chinese and Indian ODI 

in the Italian market, providing original evidence on the topic. Data come from a 

multiple-choice questionnaire designed by the author and submitted to the whole 

population of Chinese and Indian affiliates between 2010 and 2012. With a response 

rate of 80%, we outline the quantitative and qualitative features of 50 direct 

investments, making quite a new and detailed picture.  
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In particular, we ask: Who are Chinese and Indian investors in Italy? What drives their 

ODI? Which entry mode do they select? How do they evaluate the Italian experience? 

Our data allow us to answer these and similar questions, considering both the overall 

sample, including Chinese and Indian respondents, and the two sub-samples from 

individual countries. 

Figure 2: Geographical distribution of Chinese and Indian outward FDI, 2011, number 

of foreign affiliates 
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Source: author’s elaborations from Orbis (2012) 

If the choice of the topic positions our contribution within the burgeoning literature on 

emerging economies ODI4, we depart from the existing studies in many regards. First, 

this is a quantitative analysis, while most papers investigating Dragon and Elephant 

multinationals are qualitative, with lots of interesting questions but no definite answers 

(see, among others: Child and Rodrigues 2005; Deng, 2007; Kumar, 2008; Nicholas, 

2009; Ramapurti and Singh, 2009; Niosi and Tschang, 2009). Second, we take a micro 

rather than a macro perspective, differently from the majority of (the few) empirical 

studies on the topic that only provide a general overview of sector and geographical 

patterns (see, for instance: Schuller and Turner, 2005; Goldstein, 2006; Nicolas and 

Thomsen, 2008; Rabellotti and Sanfilippo, 2008; Stanca, 2009; Rajian, 2009; Singh and 

Jain, 2009).  Third, we employ original survey data, instead of anecdotal evidence, case 

                                                 
4 For a survey see Amighini et al. (2009b). 
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histories or sector analysis that fully exhaust5 previous microeconomic treatment of 

emerging economies ODI (see, for instance: Kumar and Chada, 2009; Duysters et al., 

2009; Spigarelli, 2009; Pietrobelli et al., 2010). Last but not least, to the best of our 

knowledge, this is the first empirical attempt at comparing Chinese and Indian ODI, 

giving protagonists direct voice on their overseas experience6.  For all these reasons, the 

present paper should be considered as highly complementary to the previous ones, 

completing their perspective through the micro view, and enriching their results with 

survey data. 

At the same time, we are aware of some limitations that should be carefully considered 

in evaluating our empirical findings. Indeed, despite the high response rate, the limited 

number of observations prevents us from conducting a proper econometric exercise; 

therefore, results are summarized through summary statistics and figures7. Moreover, 

the single-host/double-home nature of the analysis makes this study highly specific; so, 

we resist from generalizing results too much, and simply consider the present exercise 

as a first step in dissecting Chinese and Indian ODI at the micro level.  

The rest of the paper is organized as follows. Section 2 provides a brief literature review 

on emerging countries ODI, as a conceptual framework for the empirical analysis. 

Section 3 is entirely devoted to the survey methodology and results, with particular 

attention at the matching between empirical findings and theoretical expectations. 

Section 4 then concludes and sets future lines of research. 

2. Literature review 

In what follows, we review the main contributions about emerging countries ODI, 

organized according to the research questions, raised in Section 1.  

                                                 
2A few exceptions are due to Buckley et al. (2008a), Cui et al. (2008) and Zhang (2005). Buckley et al. 
(2008a) captures 17% of Chinese ODI in the UK by means of a brief questionnaire, focused only on 
strategic drivers. Cui et al. (2008) complements micro data from the Statistical Bullettin of China’s 
Outward Foreign Direct Investment, through questions about entry mode choices. Zhang (2005) 
interviews over 200 Chinese enterprises (not necessarily MNEs) to state their potential interest in 
investing in Canada. Compared with these papers, our takes a more accurate picture, due to the wider 
spectrum of topics included in the survey, the larger number of questions posed to the investors, and the 
higher response rate, that allow us to characterize the entire population. Moreover, considering both 
Chinese and Indian MNEs, this study allows for interesting comparisons among the two home countries. 
6 Milelli and Hay (2008) take a similar perspective, investigating Dragon and Indian FDI in Europe at the 
firm-level. However, the lack of information regarding their empirical methodology (questionnaire, 
population, sample, country coverage) makes their study hardly comparable with the present one. 
7 Unfortunately we cannot provide any explicit example since the surveyed enterprises asked to remain 
anonymous. Anecdotal evidence of this sort can be found in Spigarelli (2009) and Pietrobelli et al. (2010), 
limitedly to the Chinese case. 
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2.1 Characteristics of emerging countries multinationals 

As far as the portrait of emerging countries MNEs is concerned, many authors identify 

some typical features - in terms of size, industry, and type of ownership - that help 

characterize the representative investor.  

According to Amighini et al. (2009b) and UNCTAD (2006), multinational enterprises 

from developing countries are usually large companies, enjoying a leading global 

position in industries such as automotives, chemicals, electronics, petroleum refining 

and steel, transport and telecommunication. Moreover, they are used to operating in 

highly volatile environments (Fortanier and Tulder 2009), and they enjoy a high degree 

of state ownership, which explains the active role played by the government in 

promoting their global expansion (Athukorala, 2009; Singh and Jain, 2009; Yueh, 2010; 

Wei and Wang, 2009; Zhang and Liu, 2009; Yeung and Liu, 2008). 

If emerging economies multinationals are usually treated as a homogeneous group, vis-

à-vis advanced economies MNEs, Duysters et al. (2009), Niosi and Tschang (2009) and 

Kumar and Chadha (2009) explore cross-country differences between Chinese and 

Indian players. In particular, they find that firms from both countries receive notable 

state support, they are successful in creating new products and accessing new markets 

and make strategic asset seeking ODI. Nonetheless, Indian investors have a much 

longer history, a stronger preference for merger & acquisitions and they are used to 

targeting developed markets only after several decades of experience in developing 

countries, compared with their Chinese counterparts.  

2.2 Motivations behind emerging countries ODI 

Having summarized some typical features of emerging countries multinationals, in this 

subsection we discuss the main motivations underlying their ODI. 

Building on the seminal contribution of Dunning (1993), outward direct investments 

from advanced countries are traditionally explained as an attempt to capitalize abroad 

certain Ownership-Location-Internalization (OLI) advantages, owned before 

internationalization. Whether this “traditional view” on FDI is applicable to investment 

projects from emerging economies is still under debate. 

A first group of authors criticizes Dunning’s approach, claiming that the OLI theory has 

only limited power in interpreting developing countries ODI. This is because 

multinational enterprises from emerging economies generally lack the kind of 
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advantages that the theory denotes as a prerequisite for investing abroad. So, they 

engage in asset-seeking rather than asset-exploiting FDI, expanding overseas to access 

key resources that they were not able to secure domestically (Deng 2007; Luo and Tung 

2007; Athreye and Kapur 2009; Child and Rodrigues 2005; Zhang 2005; Buckley et al. 

2007).  

A second group of papers allows only for a modest reconsideration of the traditional 

view, showing that the old theory can be adapted to explain developing countries direct 

investments. For instance, through a longitudinal cross-country comparative study of 

256 large firms for the period 1990-2005, Fortanier and Tulder (2009) find that Chinese 

and Indian multinationals are not a completely new species of firms. Indeed, the OLI 

mechanism is still at work because they possess some ownership advantages, even 

though different from those of developed countries. While investors from advanced 

economies traditionally rely on human capital, reputation and technology, their 

counterparts from emerging areas rely on process capabilities, management and 

corporate entrepreneurship, parental networks, flexibility, social and networking skills 

(Fortanier and Tulder 2009;Yiu et al. 2007; Buckley et al. 2007; UNCTAD 2006). 

Despite the different positions on the applicability of Dunning’s view to emerging 

economies ODI, a variety of drivers seems to promote the global expansion of 

developing countries MNEs. They can be divided into pull and push factors: the former 

include market-, resource-and efficiency-seeking considerations (Athreye and Kapur 

2009; Fortanier and Tulder 2009; Duysters et al. 2009; Nicolas 2009; Yeung and Liu 

2008; Milelli and Hay 2008; Deng 2007; Schuller and Turner 2005; Zhang 2005), while 

the latter range from government support to the availability of capital to invest and the 

over-capacity in the domestic market (Kumar and Chadha 2009; Athreye and Kapur 

2009; Duysters et al. 2009; Berger and Berkofsky 2009; Nicolas 2009; Nicolas and 

Thomsen 2008; Milelli and Hay 2008; Yeung and Liu 2008; Deng 2007; Schuller and 

Turner 2005).  

2.3 Entry modes of emerging countries ODI 

As far as the entry mode is concerned, latecomer multinationals tend to operate abroad 

via Joint Venture (JV), Merger & Acquisition (M&A) or Wholly Foreign-Owned 

Enterprises (WFOEs) (Nicolas 2009; Nicolas and Thomsen 2008; Deng 2007; Child and 

Rodrigues 2005; Schuller and Turner 2005).  
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The first case identifies partnerships between foreign and local enterprises. They usually 

base on complementary skills between the two parties, and have a limited length of 

time. Under a joint venture agreement, by definition, the parent company has only 

partial ownership of the local affiliate.  

The second case applies to instances in which the foreign investor acquires or merges 

with a local enterprise. Ownership may be partial or total depending on the percentage 

of foreign acquisition. Notice, however, that partial acquisition differs from joint 

venture from a legal point of view, because it does not imply the birth of a new 

enterprise, but rather a reallocation of resources under the parent company. 

Finally, the case of wholly-owned enterprise consists of a 100% foreign direct 

investment, under which total ownership of the local affiliate rests with the 

multinational. Even if a WFOE may be the result of a greenfield investment or a full 

acquisition, the literature about emerging countries ODI tends to identify it with the 

former. Therefore, most contributions compare three entry modes, namely JV, WFOE, 

and M&A, instead of restricting attention to partial versus full ownership of the local 

affiliate.  

As mentioned in Amighini at al. (2009), past Chinese FDI was usually carried on via 

WFOE and it was directed towards emerging economies. Contrary to this, recent 

operations are mainly based on M&A and JV and they concentrate in advanced 

countries. This pattern is probably related to the type of ownership and the pull factors. 

Indeed, over the 1990s, the main protagonists of Chinese ODI were large state-owned 

enterprises, enjoying massive government support and expanding abroad for (natural) 

resource-seeking motivations. Hence, they targeted developing countries the most and 

decided to operate alone. One decade later, this scenario dramatically changed, and 

many private enterprises entered into the world stage, responding to competitive 

pressures and market stimulus. This is the type of investors that expand abroad due to 

over-capacity in the domestic market or availability of capital to invest and make 

(strategic) resource-seeking FDI. As a result, these players usually enter into developed 

countries through M&A or JV, to maximize potential links with local enterprises and 

overcome their liability of emergingness (Madhok and Keyhani 2012). 
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3. Empirical analysis 

3.1 Data 

The present study builds on a comprehensive survey conducted by the author between 

2010 and 2012 and involving the entire population of Chinese and Indian affiliates in 

Italy. All firms were contacted by phone, and then a multiple-choice questionnaire was 

submitted by email (70%) or fax (30%) to senior managers and CEOs. In some cases, 

the local affiliate also forwarded our material to the parent company to provide more 

detailed answers and reliable data. The questionnaire is made up of two sections: first 

we ask background information about the parent company, including balance sheet 

details, intangible assets and international experience; second, we investigate some 

strategic drivers behind their ODI, such as motivations, entry modes, and overall 

evaluation of the local experience. This helps provide an empirically documented 

answer to the questions raised in Section 1. 

The original list of investors was obtained through a number of sources, such as the 

ICE-Reprint database8, ORBIS, Amighini et al. (2009a) and Spigarelli (2009)9. More 

precisely, the ICE-Reprint database provides micro-level information about inward and 

outward FDI in Italy. As far as the inward side is concerned, it displays the contact 

details of the parent company, by home country, and its Italian affiliate. Adding to this, 

ORBIS contains comprehensive firm-level information on companies worldwide, 

including balance sheet details, shareholders, domestic and foreign affiliates. Finally, 

Amighini et al (2008) and Spigarelli (2009) provide some anecdotal evidence on 

Chinese FDI in Italy, displaying a list of parent companies and local subsidiaries. For 

our purposes, we proceeded as follows: first, through the ICE-Reprint database, we 

extracted a tentative list of Chinese and Indian investors in Italy, identifying 14 MNEs 

from the Dragon, and 25 from the Elephant. Second, we looked at ORBIS and found 

other 10 Chinese and 7 Indian multinationals with affiliates in the same country; third, 

we added 2 examples of Dragon operations mentioned in Amighini et al (2008) and 12 

described in Spigarelli (2009). 

By comparison and merge of all the available information, at the end of this process, we 

identified a population of 38 parent companies headquartered in China, and 32 

                                                 
8 We thank Marco Mutinelli for access to the ICE-Reprint database. 
9 A comprehensive list of Chinese firms in Italy can be found also in Pietrobelli et al. (2010) that provide 
anecdotal evidence on the topic. 
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headquartered in India, whose local affiliates were all contacted by phone. At this stage, 

getting rid of firms without any contact details (11 for China, 6 for India)10, already 

closed (2 for India) or not responsible for direct investments (6 for China, 8 for India)11, 

we ended up with a population of 21 investors from the Dragon and 16 investors from 

the Elephant. With an exceptional response rate of 80%, this study documents the 

characteristics of 21 Chinese multinationals, running 28 affiliates in Italy, and 10 MNEs 

from India that are responsible for 19 FDIs. 

In what follows, we present the main survey results: (3.2) makes a portrait of Chinese 

and Indian multinationals, (3.3) discusses the motivations behind their ODI, (3.4) 

focuses on entry modes decisions and (3.5) presents the overall evaluation of the local 

experience. 

3.2 Characteristics of Chinese and Indian multinationals 

A preliminary look at the survey responses suggests that the profile of Chinese and 

Indian MNEs with FDI in Italy is very diverse.  

If we look at firms’ age, for instance, our database exhibits a good deal of variety, 

encompassing both very old and very recent companies. According to the year of 

foundation, the oldest firm dates back to 1900 while the youngest was born in 2007.  

Consistently with Duysters et al. (2009), Indian MNEs tend to be older than their 

Chinese counterparts. 

As for the type of ownership, the empirical evidence reported in Figure 3 supports by 

and large the theoretical expectation of Amighini and Chiarlone (2007), Yeung and Liu 

(2008), Niosi and Tschang (2009) and Kumar and Chada (2009) that state-owned 

enterprises are still the main protagonists of Chinese outward initiatives. Indeed, only 

25% of Dragon multinationals is private, against the whole Indian sub-sample.  

Figure 4 then displays the sector composition of the surveyed ODIs. In line with 

Buckley et al. (2008) and UNCTAD (2006), they mainly belong to industries such as 

textile, apparel and shoes (18%), industrial machineries (17%), electronics (14%), 

transport (14%), automobiles (11%), telecommunications (11%), pharmaceutical (4%) 

                                                 
10 The contact details displayed in the original data source were sometimes wrong or missing. In this case, 
we replaced them with correct ones by looking at the companies’ website. So, the label “firms without 
any contact details” used on top of this page refers to instances in which it was actually impossible to 
contact the local affiliate either because its contact details were not available anywhere, or because they 
were not working anyhow. 
11 Some firms appearing in the ICE-Reprint database, ORBIS, Amighini et al. (2009a) or Spigarelli 
(2009) as investors are actually managing only a representative office in Italy. 
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and motorcycles (4%). Dissecting this evidence by country of origin allows identifying 

interesting differences between the Dragon and the Elephant: while the former operates 

in all the above mentioned sectors, with a remarkable concentration in the transport, 

electronics and telecommunication industries, the latter belongs only to the textile, 

apparel and shoes (30%), industrial machineries (30%), automobiles (30%) and 

pharmaceutical (10%) ones.  

Figure 3: Type of ownership of Chinese and Indian investors  
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Source: author’s database 

As far as the host region is concerned, the sampled FDIs tend to cluster around the 

Centre and North of Italy, with peaks of 27% in Lombardia, 13% in Piemonte, 13% in 

Liguria and 8% in Veneto; Puglia is the only region in the South that attracts a notable 

19% of Chinese and Indian FDI, without any significant difference by country of origin 

(Figure 5). Considering the large body of literature about Italian industrial districts12, 

one may wonder if the geographical distribution of the sampled FDIs is somehow linked 

with regional clusters. To be honest, our evidence on this issue is quite mixed. As a 

matter of fact, Chinese and Indian investors locate in the top 10 Italian regions if we 

look at the number of industrial districts. Indeed, Veneto has 41, Lombardia 26, Emilia 

Romagna 13, Toscana 11, Piemonte 9, Marche and Campania 8, Puglia, Liguria and 

Friuli Venezia-Giulia 7, Lazio, Abruzzo and Sicilia 6, Sardegna and Umbria 5, 

Basilicata and Calabria 3, Molise and Trentino Alto-Adige 1. This would potentially 

allow for spillover effects due to specialized suppliers, high skilled labour force and 

                                                 
12 See, for instance, Becattini (1998). 
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established know-how. However, these effects are likely to materialize only if foreign 

investors operate in the same sector the industrial district belongs to. Our evidence 

suggests that this is rarely the case. As far as Chinese investments are concerned, only 

transport operations in Liguria and Lazio and production of home appliances and 

industrial machineries in Lombardia are somehow linked to regional clusters13. This is 

not surprising in light of our previous discussion about the sector distribution of the 

sampled FDIs. As mentioned above, Chinese operations mainly concentrate in the 

electronics, transport and telecommunication industries which are not the typical “made 

in Italy” activities run in the regional clusters. On the contrary, ethnic networks seem to 

play a more important role in attracting FDI, since the geographical distribution of 

Chinese affiliates shows a clear concentration where there is a well established Chinese 

community. As for the Indian investments, potential links between foreign operations 

and regional clusters are a bit easier since they belong to the textile, apparel and shoes 

sector the most, which is a typical “made in Italy” segment. Yet, production of textiles 

and industrial machineries in Piemonte by Indian enterprises is closely related with 

local industrial districts.  

Figure 4: Sector distribution of Chinese and Indian investors in Italy  

0 1 2 3 4 5 6

motorcycles

pharmaceutical

home appliances

telecommunications

automobiles

transport

electronics

industrial machineries

textile, apparel and shoes

China

India

 

Source: author’s database 

                                                 
13 On this issue, see also Pietrobelli et al. (2010). 
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Figure 5: Geographical distribution of Chinese and Indian investors in Italy 
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Source: author’s database 

In terms of firms’ size, Dragon and Elephant multinationals tend to be very large 

companies, with number of employees between 1000 and 220000. To be more precise, 

Chinese MNEs are usually larger, with average employment of 40000 units, against 

20000 employees of the Indian representative firm. Similar results emerge in terms of 

sales, far exceeding 500000 euro for the sample as a whole. Chinese average sales equal 

6 billion euro, Indian ones are about 2 billion euro, consistently with the theoretical 

framework due to Amighini et al. (2009b) and UNCTAD (2006), where large size is 

denoted as a typical characteristic of emerging countries MNEs. 

Not surprisingly, large size matches a huge amount of invested capital in most cases. As 

shown in Figure 6, for 70% of the respondents, the overall investment in Italy exceeds 1 

million euro. Notice also that Indian parent companies invest more than their Chinese 

counterparts, contradicting the general wisdom reported in Figure 1. Put another way, 

even though Chinese volumes of ODI worldwide are more consistent than the Indian 

ones, limitedly to the Italian case, the opposite occurs. In fact, the percentage of 

investments larger than 1 million euro is 85% for the Elephant, 60% for the Dragon. 

The questionnaire also explores human capital, technology and international experience 

of Chinese and Indian parent companies. Human capital is proxied by the percentage of 

employees holding a degree, which is equal to 30% on average, and reaches a maximum 

of 90% for the Dragon, and 60% for the Elephant. Differently from human capital, 
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technology is quite modest, with average R&D investments equal to 7% of sales, and 

never exceeding 20%, throughout the whole sample.  

Figure 6: Chinese and Indian investments in Italy 
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Source: author’s database 

As far as the international experience is concerned, our data confirm Kumar and Chada 

(2009), Niosi and Tschang (2009) and Duysters et al. (2009) in that export over sales is 

usually very high, especially for India, where it tops 70%. Figures 7 and 8 investigate 

this issue more deeply by looking at the type of international business, if any, 

established with European (Figure 7) and Italian (Figure 8) enterprises before the 

current FDI. As a matter of fact, Chinese and Indian direct investments usually ground 

on a good deal of experience in managing foreign operations. Indeed, 80% of the 

sample had some contacts with European firms before investing in Italy. These contacts 

range from import-export (30%) to FDI (23%), from franchising (10%) to licensing 

(10%) and representative offices (6%). Controlling for the country of origin, again, 

Indian MNEs turn out to be more experienced than the Chinese ones and they exhibit a 

stronger attitude towards FDI. Indeed, more than 90% of the Indian sub-sample had 

established some type of international business in Europe before the current investment 

in Italy (74% in the Chinese case), and half of that was running FDI (11% in the 

Chinese case).  

If we narrow down our perspective and zoom on Italy, rather than Europe, these values 

tend to fall. In particular, half of the sampled multinationals had consolidated some 

business in Italy before their current involvement, and FDI looks definitely less frequent 
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than import-export (33%), licensing (7%) and franchising (7%). Last but not least, 

Indian direct investments tend to be more recent than the Chinese ones: if the Dragon 

has opened its first subsidiaries in Italy in the late 1990s, the Elephant has followed only 

one decade later.  

Figure 7: Chinese and Indian investors’ experience in Europe before the current FDI in 

Italy  
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Source: author’s database 

Figure 8: Chinese and Indian investors’ experience in Italy before the current FDI  
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Source: author’s database 
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3.3 Motivations behind Chinese and Indian ODI 

Having briefly described the characteristics of Chinese and Indian MNEs, we now turn 

to the motivations underlying their investments.  

According to the related literature, reviewed in Section 2, Figure 9 identifies three 

potential push factors, namely government support, the availability of capital to invest, 

and the stagnancy of the domestic market. Our survey suggests that the availability of 

capital to invest is a key driver for 70% of the respondents; on the contrary, just a 

minority of firms mentions government support (20%), and the stagnancy of the 

domestic market (10%), without remarkable differences by country of origin14.  

Figure 9: Push factors of Chinese and Indian ODI in Italy 
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Source: author’s database 

Adding to pull factors, Figure 10 summarizes the main pull forces behind Chinese and 

Indian ODI, completing the picture about FDI motivations. Compared with Dunning 

(1993)’s classification of market-, resource- and efficiency-seeking considerations, we 

adopt a rather richer taxonomy here. Broadly speaking, the possibility to exploit Italy as 

                                                 
14 To interpret these findings, it is worth spending a few words about the questionnaire structure. As it is 
mentioned in the main text, it has a multiple-choice nature, to speed up interviews and favour 
comparisons among respondents’ answers. When multiple answers were allowed (for instance in the case 
of push, pull factors, main problems and future plans) firms simply selected all the interesting items listed 
in the questionnaire, without indicating any ranking or grading them anyhow. Of course, those items were 
directly inspired by the theoretical literature reviewed in Section 2, and the alternative “other” was always 
included to allow for more flexibility. Given this structure, the way we construct Figures 9, 10, 12 and 13 
is to count all the selected items and rank them according to the most frequently answered. Having the 
possibility to run the survey again, we could improve our empirical findings, by asking firms to express 
an evaluation of each item or, at least, to give an order of importance among the selected ones. 
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a strategic platform to Europe and the business potential belong to the first category; the 

availability of established brands and advanced technology, together with the abundance 

of high skilled labour force and specialized suppliers belong to the second, while 

efficiency considerations are exemplified by the possibility to avoid trade barriers. 

Figure 10 reveals that Chinese and Indian ODIs are mainly driven by market-seeking 

considerations: Italy is perceived as an important destination, both as a strategic 

gateway to the European continent, and because of its business potential. In addition, 

the hunger for intangible resources plays a key role as well, differently from efficiency-

seeking motivations that are not very relevant drivers, in line with the general overview 

of Stanca (2009), Amighini et al. (2009a), Rabellotti and Sanfilippo (2008), Milelli and 

Hay (2008) and Pietrobelli et al. (2010). 

Figure 10: Pull factors of Chinese and Indian ODI in Italy 
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Source: author’s database 

3.4 Entry modes of Chinese and Indian ODI 

As far as the entry mode is concerned, Figure 11 disaggregates Chinese and Indian ODI 

into merger & acquisition, joint venture, and wholly foreign-owned enterprise. 

According to our survey, M&A represents the main gate into the Italian market. Indeed, 

66% of the respondents selected this mode, instead of a WFOE (17%) or a JV (17%). At 

this stage, it is worth mentioning that Chinese players entered the Italian market through 
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any of the three modes, while Indian MNEs operate exclusively through merger & 

acquisitions of local enterprises.  

Figure 11: Entry modes of Chinese and Indian ODI in Italy 
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Source: author’s database 

These data confirm some of the predictions put forward in Madhok and Keyhani (2012) 

and Amighini et al. (2009a) about Chinese ODI. If past operations were usually carried 

on through WFOE in developing countries, present ones tend to involve M&A and JV 

in developed economies. This trend is not surprising in light of the previous discussion 

about the type of ownership and the strategic motivations underlying foreign direct 

investments. Indeed, 1990s parent companies were state-owned enterprises, enjoying 

massive government support and driven by hunt for natural resources. On the contrary, 

today players are mainly private firms, used to operating in a competitive arena 

according to the market stimulus. This is the type of actors described in Figures 9 and 

10 that invest abroad pushed by the availability of capital to invest or the stagnancy of 

the domestic market, and pulled by (intangible) resource-seeking considerations. 

Obviously, these actors prefer to operate in developed, rather than developing countries, 

through JV and M&A, rather than WFOE, to maximize the possibility to gain intangible 

resources through intense contacts with the local enterprises.  

Based on our interviews, the main arguments supporting merger & acquisitions include 

cutting advertising (22%), marketing (22%) and manufacturing (20%) costs, 

diversifying the product (16%), smoothing potential conflicts with the local affiliate 

(16%) and gaining local support (4%). Moreover, Indian investors turn out to be 
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primarily concerned with cost considerations, while Chinese ones with relational and 

cultural aspects15.  

Differently from M&As, wholly foreign-owned enterprises ground on the wish to 

strengthen own brand credibility (80%) and to protect production secrets or intangible 

assets (20%), while joint ventures are primarily motivated by the hunt for local support 

(40%), technology (30%), reputation (20%), and the possibility to share risks and costs 

with an Italian partner (10%). 

3.5 Overall evaluation of Chinese and Indian ODI 

To conclude this brief presentation of the survey results, it is worth spending a few 

words about the main problems faced by Chinese and Indian respondents (Figure 12) 

and their future plans in Italy (Figure 13). We believe this is a precious exercise to 

evaluate the attractiveness of the Italian market, as a FDI host, and to derive some 

policy implications. 

Figure 12: Main problems faced by Chinese and Indian investors in Italy 
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Source: author’s database 

Based on Figure 12, less than 10% of the sample did not face any problem in carrying 

the local operations. On the contrary, most firms were plagued by cultural distance 

(32%), linguistic difficulties (17%), slow bureaucracy (16%), unfair working (14%) or 

living conditions (9%), and lack of infrastructures (2%). At this stage, it is interesting to 

see that players of both nationalities substantially agree on these shortcomings however 

                                                 
15 For more information about acquisitions by emerging countries MNEs, and their effects on the acquired 
firms, see Buckley et al. (2010). 
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Dragon multinationals are primarily concerned with living conditions and Elephant 

MNEs with linguistic difficulties.  

To better evaluate the overall satisfaction with the local operations, Figure 13 displays 

the surveyed investors’ future plans in Italy. Data show that Chinese and Indian 

multinationals are quite cautious: if less than 5% plan to exit the Italian market, the 

large majority simply intends to keep the current activities (53%). Among the most 

optimistic, 16% is considering the possibility to invest more in already existing plants, 

and 27% to open new ones. Notice also that Elephant parent companies are, on average, 

more satisfied that their Chinese counterparts. Indeed, none of them is wishing to exit 

the Italian market, and half are either planning to invest more in already existing plants 

(8%) or to open new ones (42%). On the contrary, 6% of Chinese MNEs will exit the 

Italian market in the near future, and only 16% intend to open new plants.  

Figure 13: Future plans of Chinese and Indian investors in Italy 
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4. Conclusion 

The popularity of China and India as important recipients of FDI, over the past three 

decades, has been recently mirrored by their impressive performance as global 

investors. In particular, the Dragon and the Elephant are on the way to Europe, and on 

the way to Italy, which is quite an important host within the EU (Orbis, 2012)16.  

                                                 
16 See Section 1 on this issue. 
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This, in turn, raises interesting questions about the characteristics of Chinese and Indian 

investors, together with their motivations, entry mode choices, and overall satisfaction 

with the local operations.  

The present study aims at providing an empirically documented answer to all these 

questions, through an original census of 50 Chinese and Indian ODIs in Italy. Data have 

been collected at the micro level through survey interviews, and they cover 80% of the 

entire population.  

Our results suggest the existence of interesting analogies and differences between the 

Dragon and the Elephant. Analogies include parent companies’ large size, low level of 

technology, high skilled human capital and deep international experience, adding to 

push, pull factors and the main problems encountered in the host market. Differences 

mainly involve parent companies’ type of ownership, timing of investment, entry mode 

choice and their evaluation of the local business. 

Although the present analysis is just a starting point in comparing Chinese and Indian 

FDIs, we believe these findings are promising enough to trigger more advanced 

research on the topic. If the present study suffers from data limitation, its natural 

extension could be an improvement in the database to allow for a more rigorous 

empirical exercise. To be quite honest, our data limitations are of two types, regarding 

the number of observations that does not allow for an econometric approach, and the 

number of countries involved that potentially bias results given the single host/double 

home nature of the study. One possible solution against these weaknesses is to extend 

the survey to embrace more economies receiving Chinese and Indian FDIs and/or more 

emerging countries adding to the Elephant and the Dragon. For instance, it would be 

challenging to collect data about all BRIC investors in the EU to correct both for the 

limited number of observations and for the country fixed effects. At the same time, 

having the possibility to run the survey again, it would be interesting to update the 

current information and potentially improve the questionnaire structure, as to better 

measure the multiple-choice answers. Last but not least, the survey could be thought as 

a starting point to identify some interesting case studies to be deeply analyzed in the 

future. Yet, a balanced mix between statistical analysis and case histories will certainly 

improve our current understanding of Chinese and Indian foreign direct investments. 
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Despite these data limitations, we believe some final remarks are worth making, based 

on the survey results. In particular, Chinese and Indian investors’ main problems and 

low satisfaction with the Italian experience confirm some previous concerns about the 

host market’s capability to attract foreign direct investment, already identified in the 

existing literature. 

As it is widely known, inward FDI is a precious vehicle of growth, given its 

contribution to local development through direct effects - such as training, employment 

and R&D - and indirect effects - including knowledge spillover, backward and forward 

linkages17. However, if we look at the number of FDI projects, Italy ranks only 5th 

among European most preferred hosts, after France, Germany, UK and Spain (Mariotti 

and Mutinelli, 2007). Moreover, there seems to be a huge gap between the potential 

attractiveness of the country, and its real capacity of receiving foreign direct investment. 

As mentioned in Basile and Mantuano (2008), Italy occupies the 29th position 

worldwide in terms of potential attractiveness, but only the 112th for the number of 

projects actually implemented.  

Why is it the case? Our study suggests the existence of some features of the Italian 

marketplace that make it very appealing as a destination of foreign direct investment. 

They range from business potential to high skilled labour force, from the availability of 

intangible assets to the existence of specialized suppliers. These aspects are all stressed 

by Dragon and Elephant respondents and they explain why Italy is a potentially 

attractive host for FDI. At the same time, the surveyed enterprises systematically agree 

on a number of shortcomings of the Italian economy that plague multinational activity 

and discourage foreign direct investment. Shortcomings of this sort include 

bureaucracy, infrastructures and cultural distance, and they crucially affect the country’s 

real capacity of receiving FDI.  

What actions should Italy take to cope with this situation? In what follows we derive a 

few suggestions, based on the empirical evidence commented in Section 3. First, in our 

opinion, the country should take whatever action as soon as possible, since the last few 

years have seen an increasing competition among governments to attract FDI18. If Italy 

will not be proactive in the near future, it is likely to loose further positions. Second, it 

should possibly arrange a harmonic set of policies, organizing central and local 
                                                 
17 For a detailed survey about direct and in direct effects of FDI see Castellani (2006). 
18 See Mariotti and Piscitello (2012) on this issue. 
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initiatives in a unitary framework. This would help maximize efficiency and minimize 

costs, correcting for the actual overlapping of competences and proliferating of 

provincial agencies. Third, it should aim both at keeping current FDI and attracting new 

ones, as key ingredients of the above mentioned set of policies. Keeping current FDI 

means to support past investors and avoid them leaving the country in favour of another 

host. Attracting new ones requires strengthening the country’s investment climate as to 

make it an attractive domain for future operations. If these considerations make a 

general sense, irrespective of the country of origin, they are particularly important if we 

look at emerging economies. Indeed, since they are at the early stages of their arrival in 

the Europe, they will presumably enlarge their presence in the future. Hence, they 

should be treated with special care and any effective FDI attraction policy should be at 

least partially tailored on their specificities and needs. Moreover, as commented in 3.2, 

ethnic networks play an important role in orienting emerging countries operations since 

they tend to cluster around a well established community of expatriates. Thus, in the 

case of Chinese and Indian FDI, keeping current investments and attracting new ones go 

at the same pace. Put another way, if Italy succeeds in enhancing its reputation towards 

current investors it is very likely to encourage new ones in setting local subsidiaries. 

This is a precious opportunity the country should definitely take.  

How? We suggest paying particular attention at the weaknesses identified by the 

surveyed enterprises, namely bureaucracy, infrastructures and cultural distance. In our 

opinion, they are particularly stressed by Chinese and Indian respondents since 

problems of the same sort plague their domestic economies as well, making them suffer 

from a severe liability of emergingness (Madhok and Keyhani 2012). If Italy succeeds 

in healing its diseases, making Dragon and Elephant MNEs feel comfortable in 

investing there, it will probably be rewarded by a steadily increasing presence of 

multinational enterprises from the two countries.  

In the respondents’ answers, the main problem with bureaucracy rests with visas. It 

seems extremely hard to get them for Chinese and Indian workers employed in Italy and 

wishing to spend some time in their native countries, for instance during holidays. The 

process is so lengthy and intricate that some local affiliates even decided to hire 

dedicated personnel to take care of it. This is something the policy maker should 

definitely consider, in order to ease and speed up the entire procedure.  
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Adding to bureaucracy, the lack of (social) infrastructures is another major complain of 

Chinese and Indian firms that are concerned with the living conditions of their 

expatriates. For instance, international schools are quite rare in the whole country, 

which makes it difficult for Chinese and Indian employees to bring children with them. 

This, in turn, discourages foreign presence of people with families. Moreover, our 

survey documents that it is hard to get a bank account and to deal with people in general 

since English is still spoken by a minority of the population, even in the information 

desks, hospitals and public counters. Last but not least, cultural distance is lamented by 

a notable group of respondents, suggesting that Italy is still perceived as a difficult and 

faraway country. This aspect is closely related to the previous one, since improving 

mutual understanding certainly passes through communication, but communication is 

rather impossible if (at least) English is not widely spoken. Notice also that the negative 

reaction of the public opinion often exacerbates this problem, inducing expatriates to 

live within their own community. To partially alleviate this problem, we believe the 

Italian government should try to integrate the foreign population as much as possible 

with the natives. This could be achieved with simple initiatives such as managing 

adequate training for young graduates in Chinese and Indian studies, promoting 

common cultural events with music, arts and food, and providing some intercultural 

sessions on foreign literature, history and traditions as part of the primary and secondary 

school programmes. Doing this way, Italian people will have the chance to know 

Chinese and Indian players more and form their own opinion independently from 

common biases. This would surely enhance mutual understating which is quite a 

valuable task, with or without FDI plans. 
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