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The Motives of Chinese MNC’s Outward Direct Investments, Taking Haiyer Acquiring GE Appliance as an example

Chak, Suet Ching Student Number: 2124403, UWDBA

Abstract
This paper studies the motives of Chinese MNC’s acquisition in cross-border acquisition including global brand building and accessing to the data base and information system of the acquired firm.  In addition to the basic requirements of resource-seeking and market-seeking, the acquirer would like to raise their brand worldwide especially in the advanced economy.  Using the criteria of the country-specific and firm-specific, the firm in the emerging economy is likely to achieve global brand building quickly by acquiring a well-known firm established in an advanced country.  Under these circumstance, the acquirer should prepare to pay a price premium for buying a ready-made organization who has already had a suitable organization structure, high-level employee, and a sound supply-chain system.  In other words, intangible assets value more than tangible assets. 
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Introduction
The aim of this study is to investigate the means and characteristics of business expansion in the form of acquiring an existing business by a Chinese enterprise.  The Chinese government started to encourage “going out” since 2000 after they has achieved a success in international trade.  They want not only improving its domestic employment and living standard, but also gain technology advancement and global recognition.  The accumulated foreign reserve and cross-border financing channels support the going out strategy.
    There are two types of foreign direct investment (FDI) from the viewpoint of investment target, one is making investment in the financial markets (the secondary market) and another in real economy.  Only foreign direct investment can really contribute to the host country and  help the acquirer achieve its aims.  This paper will focus on the later that is the FDI.  
    The open-door policy and investment opportunities makes China become a popular market attracting incoming funds.   China changes FDI-inflow policies over times.  At the initial stage, the municipal government accepted the low-skilled manufacturing operation for improving domestic employment.  It results that the cities and towns in the Eastern coast have become over investment and high living standard. Today, they give priority to FDI inflows supporting environmental protection and technology transfer.  In other words, most China’s FDI inflows change from cost-oriented to market-oriented. Interested party can see the preferred types of industries and locations shown on the website of Ministry of Commerce, China.   One thing remains unchanged, the share capital promised by foreigners must be in foreign currency and reach China within the time limit, usually two years.
    Strom & Nakamura (2014) found that Chinese enterprises’ acquisitions activities in Japan are carefully considerate before implementing overseas investment that aims to acquiring strategic assets and resources used to enhance the competitive advantage on the domestic markets in China. Under these situations, it is better for the entrepreneur to adopt the means of acquisition rather than newly setup a business if they can afford to pay high for goodwill of the foreign firms. 
    Today, China is ranked at the top of FDI outflow for the year 2020, reported by UN’s UNCTAD Handbook of Statistics 2021.  When Chinese enterprises go abroad, what do they expect from the foreign direct investment in overseas countries?  Do they expect the same as its FDI inflows?  An investor usually set specific targets on monetary and non-monetary returns from investment.  This paper will focus on the later one and discuss more on global branding, motives of acquistions and other non-financial objectives.

Research question: 
Discuss the strategic aims of the Chinese enterprises by acquiring an existing business in an advanced economy. 

1.  Theoretical  Background
1.1 The objectives of FDI Outwards
Dunning (1993) proposed a comprehensive classification that divides FDI into four different types: Resource-seeking, Market-seeking, Efficiency-seeking and Strategic asset-seeking.  The resource-seeking FDIs aim to enlarge supplies of resources, natural, physical as well as intangible assets to meet needs of the home economy.  Market-seeking FDIs aim to explore new markets so they tend to look for overseas countries that people have higher purchasing power.  Efficiency-seeking and Strategic asset-seeking FDIs look around to search external operations that help them to sustain long-term strategic goals of competitive advantages globally.   Dunning’s efficiency-seeking and strategic-asset seeking motives look quite similar to Barney’s sustained competitive advantage (Barney, 1991).  
    Dunning (1993) did not differentiate between inflows and outflows.  There are some other scholars put efforts on this.  They are herewith summarized into three points:  
    First, Rugman and Li (2007) suggests that internationalization theories emphasizing country-specific advantages rather than firm-specific advantages.  The multinational corporation (MNC) coming from emerging or developing countries would like to set their target on country basis. 
    Second, Cai (1999) and Krug and Hendrischke (2007) argues that firm-specific advantages are also considered by firms with precise targets.  They think most of the Chinese FDI outflows are made by state-owned enterprises who have strong institutional support from the Chinese government and have specific motives on acquiring the target firm.
    The third one is quite different from the above two propositions.  Child and Rodrigues (2005), Mathews (2006) think the theories applicable on the western corporations may not reflect the Chinese investors’ thinking and patterns.  Mathews (2006) suggests a framework that can easily be applied for analysing individual firms: (i) learning abilities of the firm, (ii) its linkages in business networks, and (iii) the degree of leverage depends on the firm’s abilities to combine learning and linkages.  Mathews argues the importance of latecomer firms conducting international expansion through his three pillars.  However, Hung and Tseng (2017) think that the latecomers are not passive observers or recipients, they would be able to leverage their institutional linkages to acquire resources and learn from internationalization of business especially on transformation of management and innovation skills.   The growth-desire firm from developing economy tends to be young and prepare to learn and respond to the advanced markets.  Hung and Tseng (2017) have observed Acer from 1976 to 2014 and conclude that this Taiwan-based multinational was a success example of FDI outflows.  
    To gain a competitive advantage position in an overseas market, Strom and Nakamura (2014) think the private Chinese enterprises with growth ambitions would select a particular target firm that is situated at a target location.  This investment project meets both firm-specific advantages and county-specific advantages to achieve the strategic asset-seeking goal.  
    Strom & Nakamura (2014) found that Chinese enterprises’ acquisitions activities in Japan are carefully considered before implementing overseas investment that aims to acquiring strategic assets and resources used to enhance the competitive advantage on the domestic markets in China.  When the entrepreneur may be seeking for new markets, new resources and new technology from abroad, under these situations, it is better to achieve the targes by means of acquisition rather than newly setup a business if they can afford to pay for goodwill of the foreign firms. 
    One of the factors when making foreign investments is the closeness on geographic, cultural and languages between the countries (Alvstam, Strom & Yoshino, 2009).  For examples, Hong Kong and Taiwan investors were quickly attracted to make investments in China at the beginning of open-door policy in 1978.  At this moment, the Hong Kong and Taiwan entrepreneur took cost oriented as their key motive.  The investment projects got support by the regulations favourable to foreign investors.   
1.2  Effect on Brand image from Overseas Acquisition
From UN’s Handbook of Statistics 2021, we found the FDI outflows dropped a lot in 2020 from US$1220 billion to US$740 billion.  However, I found that the percentage of FDI outflows from developing economies (Asia and Oceania) increased from 30% to 52% for the same year.   It is likely that they wish to raise their global brand in the developed or western countries.  We are going to discuss about the effect of acquisition on the brands of host and home countries and to find out consumer responses to brands after acquisition as part of evaluating the effectiveness of cross-border acquisition.  The relationship between acquirer and acquired firms can be shown below:
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· Consumers’ response
· Brand position
Home country (Acquirer)
· Consumers’ response
· Brand position

                                                                      FDI outflow
                                                                                      
                                                                        Influence
· Concept combination - Brand image of acquirer and acquired brand
There is an extensive study by scholars on cross-border acquisitions and it impacts on brand of acquirer.  Lee et al. (2011) found that even a company has a inferior brand image, the acquirer’s brand equity was significantly enhanced after acquired a better global brand.
    Concept combination theory suggests that individuals combine two or more existing schemas (or concepts) form a new schema (Wisniewski, 1997).  Consumers transfer the associations of the existing schemas to the new one, the new one may induce a revised concept to the existing schemas.  The schema who has a stronger image will dominate the combined one.  Scholars in the field of concept combination has consistently found a strong dominance effect for the header (acquirer’s brand) in brand expansion (Jo, 2007), brand alliance (Li and He, 2011) and new product concepts (Gill and Dube, 2007).  The non-dominant takes the role of modifying the dominant schema.  In an event of FDI outflows taken by a Chinese MNC, Fang and Wang (2018) argue that the Chinese brand will serve as the dominant header and the acquired global brand as the modifier.  
    When a local brand acquires a global brand, consumers will try to form a new schema by combining the associations of brand of the related two parties. In brand alliance, the combination effect depends on the relative power of the two brands (Li  and He, 2011).  A brand acquisition is initiated by the acquirer, it is quite common that the consumers assume the acquirer has higher poser control in the management after acquisition.
    On the other hand, Lee et al. (2011) found that brand image strategy affects brand value after acquisition. They found that if a low-brand image acquiring a high Japanese brand or a medium Mainland Chinese brand, the brand equity of the low-brand acquirer improves a lot, its impact is better than that of a superior brand acquirer.
    It is quite common that that the brand origin is different from the country of manufacture.  Johnson and Tian (2016) this causes confusion to consumers who wish to pay a low price but get a product with well-known brand.  Their study found that a lack of fit between brand origin and country of manufacture can reduce consumer’ performance evaluation on the new product, even if the functions and capacities are indifference either manufactured in the country of origin or the country of the acquirer from an emerging country.
· Consumer attitude to cross-border acquisitions and brand after acquisiton
Jaju et at. (2006) investigated the response from customers after acquisition, they focus on the impact of two factors: brand similarity and perceived fit between two related firms, this is affected by the corporate brand redeployment strategies of the acquirer. They found that consumer shows negative responses if the merged brands have dissimilar brand attitudes and low fit.   Lee (2014) conducted a research to exam how the country-of-origin (COO) image and brand name redeployment strategies affect acquirer’ brand equity after acquisition, they found the brand equity of a low COO brand greatly increased after it acquired a high COO brand than acquired a medium COO brand.  Thorbjornsen and Dahlen (2011) investigated consumer reactions toward acquirer-dominant M&As from the consumers of host country.  They found that consumers tend to show negative attitude to the acquisition and even changed to other brand.  

1.3  Paying premium in large international acquisitions
The acquirer buys the physical facilities, takes over their human resources and management efficiency, customers and distribution networks, low-rent plant and privileged location of the plant (if any), all these will contribute to the future development after acquisition.  Of course, the acquirer has to appoint an auditor to investigate whether there is any off-balance-sheet liabilities, for examples, potential loss on guarantee agreements, court dispute, etc.  These are the factors that cause the acquisition price much higher than the market value of the company’s attributable bet assets.
    Making M&A in a foreign country is thought to a corporate action for getting ownership and control in a target firm.  This has become a popular strategy that helps a firm to grow and compete in an international business landscape (Yin and Shanley, 2008).  However, paying a lump sum to buy a business is still something risky, so most people think the corporation in the advanced economies are more able to do this in terms of both financial resources and managerial skills and attracted attentions of research (Krishnan et al., 2007).  However, Arsyad and Hwang (2014) found that firms from developing countries have become more active in outward FDI in recent years.  For instances, Zhejiang Geely bought Volvo for US$1.8 billion from Ford in 2010; Lenovo Group acquired the personal computer division of IBM in 2005 and its low-end server business in 2014.  
    Moreover, it was widely suspected that many acquirers pay a high premium even up to 50% above the real value of the targeted business.  On the other hand, some stock investors show trust to the acquirer’ decision makers that reflects on movements of the acquirer’s stock price.  They expect the synergistic and value-creating potential after acquisition (Hayward and Hambrick, 1997).  The high premium is viewed as a signal that the this is a strategic movement of the acquirer.  Moreover, it is believed that investors’ judgement on the risk level of the acquisition will be affected by two elements: (i) whether the transaction is a tender offer, and (ii) how long before the deal takes effect after announcement.  
    Referring to the case of sale of GE Appliance, GE’s management proceed this in the form of private auction through the investment bank.  Private auction gives privileges to the seller who has the right of accept or refuse offers without disclosure of reasons.  Therefore, private auction always makes the auction price higher than a public auction under the game theory.  In fact, GE management had reached an agreement of selling GE Appliance to a Sweden company at US$3.3 billions in 2014.  This deal was failed to complete because it was not stopped by the court order.       Two years later, the acquisition by Haier was completed in June 2016 at a price of $US5.4 billion, six months after the announcement of the deal.   It is no doubt that Haier’s top managers were extremely eager to buy GE Appliance by paying a high premium.  On the other hand, GE group management decided to sell the low-tech and low-profit product line and made use the money for other.  In fact, GE is the top MNC who attracted the highest amount of acquisitions accumulated to US$90 billion between 2010 and 2018 (World Investment Report 2019).
    2016 was a year that China reached a high outward FDI US$216.42 billion[endnoteRef:1].  Haier’s acquisition cost only owned 2.5% out of it.   The deal must have obtained China government’s approval as the amount of cash outflow was so high.  After the deal, Haier would have a heavy interest burden if he completed the GE deal by borrowing, the interest costs would be no less than US$400 million per year if Haier borrowed money at 5% per year.  How did the stock investors reflect to this deal? [1: ] 

    Wiles et at, (2012) found that acquiring a closely related brand with a higher price or quality positioning had a significantly positive effect on the acquirer’s abnormal returns from the stock market due to potential synergies expected by investors.
    The below graph showed that Haier’s public investors seemed not so appreciate the deal.  The green line (weekly average) showed that the price at the beginning of 2016 dropped from RMB32 to below RMB10 per share.  It takes a long time for Haier Smart Home’s price rebound, it reached RMB21 at end of 2017 but still lower than the price before acquisition.  
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    Paying high premiums is viewed an inferior acquisition decision that may induce negative reactions on the stock price of the acquirer.  This is a common thinking in the eyes of a western investor.   However, Tseng and Kuo (2018) found something difference.  The acquisition premium paid a Chinese acquirer in a large cross-border acquisition affects its stock price on the positive side after the announcement of the acquisitions based on the logic of behavioral finance and signaling theory.  

2. Issues Needed to be Concerned by investors in cross-border investment
The challenges encountered by multinational companies (MNC) are complicated that they are required to fit the practice and regulations of the host country including: 1. national culture, 2. local institutions, 3. local business environments and foreign exchange.  We will discuss these from the perspectives of strategic management.
2.1 National culture and language differences
Behaviour is shaped by the local culture, tradition, norms, political tendency that foreigner cannot ignore.  The managers of the home country should concern before implementing any new policies or making significant changes.  The concepts of individualism, power distance, risk attitude and discrimination will have impacts on the management style, employee style, organizational structure, remuneration scheme and code of ethics of the host country.  
2.2 Local Practice and Legal System of the Host Country
Power of labor unions, reward and incentive practice and reward method would affect human resource management and labor cost budgeting.  Simply speaking, the company of an MNC must be in compliance in the labor law, protection and benefits of the host country.  
2.3  Local Business Environments of the Host Country
Some countries welcome FDI inflows while some not, so it is important to investigate the macro environment of the host country.  For instances, the political risk, crime rate, international trade policy, tax and trade treaty signed with the countries of the target partners, transportion networks, banking system, interest rate, control on foreign currency, membership of international organizations (eg. WTO, Euro, OECD, APEC, etc.).  In addition, inflation rate, stability of currency and availability of quality labor and raw materials should also be considered.
    Hong Kong SAR and Singapore are ranked the third and fourth FDI inflows in 2020 and attracted US$119 billion and US$91billion respectively.  The characteristics of sound legal system, stable financing system, modern infrastructures, international transportation networks, and friendly people contribute to the success of these two economies.

3.  A Brief Description on Qingdao Haier Group and its Expansion to International Markets
In 2020s, Haier has become a widely-known multinational corporation (MNC) engaged in home appliance, consumer electronic and smart products.  It was formally founded in 1984 in Qindao, Shandong.  Tracked back to 1920s, It was a factory built in Qingdao for manufacturing and sale of refrigerators in the domestic market.  In 1949, the factory was taken over and turned into a state-owned enterprise.  Outdated facilities, poor management and quality made the factory fell into huge debt of over RMB1.4 million by the 1980s.  It was re-organized by the Qingdao municipal government and turned it into a city-owned companies in 1984. 
    We would understand more about Haiyer’s international mission from looking back its history and geographical location.  Haier was founded in Qingdao, an important seaport in the north-eastern coast of Mainland China.  Tsingtao, Qingdao’s traditional name, was forced to lease out to Germany during 1898 to 1914.  After taking control, the Germans turned this old fishing village into a German look district with wide streets, solid houses, schools, railway, port, electricity, water-supply and sewer systems, and also established the Germania Brewery in 1903.   These infrastructures refreshed Tsingtao become a major seaport, a naval base and a commercial and financial center.  These foreign and geographical backgrounds induce Haier people have the thinking of expansion across the sea and boarders.

3.1 The Roadmap of Technological Development of Qingdao Haier
The German-style name “Haier” was originated from “Liebherr”, its joint-venture partner during 1980s and 1990s. 
    Qingdao Refrigerator Company was founded in 1984.  After the open-door policy, Tsingdao’s German background attracted Germany’s refrigerator company “Lieherr”, entered into the China market and operated in the form of joint-venture with the re-organized Qingdao Refrigerator.  The German partner brought in what the mainland needed at that moment including equipment and technology, quality control and management systems.  Refrigerators were manufactured and sold under the name of Qindao-Liebherr, this was the first brand name adopted by Qingdao Haier.  The joint-venture quickly achieving profitability two years after cooperation.  Haier’s revenue has reached billions before 2000. 
    Mr. Zhang Ruimin, was appointed the managing director of the factory in 1984 and is still the CEO of Haier Group today.  The Chinese management learnt a lot from the German partner.  They select a shortcut to achieve innovation and development including import of modern equipment, implementing western management skills, quality control, documentation, accounting and financial reporting, planning and budgetary control, and so on.   All these are necessary for development of a company.
    Since 1988, the municipal government asked Qingdao Haier to takeover other manufacturers in Qingdao, their operations were therefore combined including microwares, air-conditioners and washing machines.  
    In 1991, the company changed its name to “Qingdao Haier Group” and simplified to its current name “Haier” in 1992.  Since then, expansion become one of a corporate strategy of Haier.
After the business of electrical appliance has become mature with declining profit margin, its managers prepare moving forward to a higher technical level.  They perceives that consumers now demand multiple functions but smaller size home appliance. 
    In 2015, Haier began investigating how the Internet of things (IoT) integrated with its product lines.  Haier was not strong in electronic sector at that moment, so they asked for collaboration with Cogobuy Group (科通芯城), a technical service provider in electronics.  Haier integrated Cogobuy’s IngDan into their consumer and kitchen products and launched the concept of “smart” by installing the voice recognition device. 
    After acquired GE Appliance in 2016, Haier expected expanding to healthcare and industrial Internet. 
    To conclude, one of the most important elements for a consumer-product enterprise is maintaining awareness on the needs of consumers that keep changing time by time.  Huang and Ouyang 2012 found that Haiyer maintains operational agility by putting the most efforts on the effectiveness and efficiency of information processing.  Therefore, the group is always ready to sense and respond to market changes more quickly.  
    Qingdao Haier was ranked the eleventh R&D enterprise in 2017 in the World Investment Report 2019. Its R&D expenditures was US$739 million, this amount seemed quite high, but it was much lower than its domestic competitor, Midea, whose R&D expenditure was US$1218 million for the same year.
3.2  The History of Qingdao’s International Expansion
Based on Haier’s historical development, its corporate strategy is assumed to delivery its smart product all over the world.  A global branding strategy will also help to strengthen its domestic markets and other advanced economy.   This strategy would push Haier’s resource-seeking and strategic asset-seeking from outward foreign investments.
    The following is a summary of overseas expansion including in the form of acquisition and setting up operations in foreign countries:
(a) Haier in Asia
Haier established production facilities in Indonesia in 1996 and in the Philippines in 1997.  Haier made sizable investments in the important areas in India.   There are more than thirty operation units in India for manufacturing and marketing since 2004.
(b) Haiyer in Japan
 In 2002, Haier setup a joint-venture with Sanyo Electric called “Sanyo-Haier”.  The aim of Haier was for promoting Haier’ brand name and products in Japan.  Sanyo was the major shareholder and took in-charge of the management.  In 2007, the joint-venture business was disbanded.  Haier took over the business in Japan by its own subsidiary. In 2011, Haier acquired Sanyo’s sales business engaged in  home appliances. 
(c) Haier in the emerging and less-developed countries: 
Since 2002, Haier built more production plants and sales networks in Pakistan, Jordan, Turnisa, Nigeria, Eguypt, Algeria, South Africa, Venezuela.
(d) Haier in New Zealand
Haier Group acquired the appliance section from Fisher & Paykel in 2009.
(e) Haier in Europe: 
Haier acquired Italy based Candy Group’s appliance business in 2016.  Haiyer’s strategy is promoting its brand name and selling its consumer products in the European retail markets.
(f) Haier in the US
In 1999, Haier entered the US market by supplying the full-sized refrigerators in North American.   However, bulky products would cause increase in transportation cost and delivery troublesome.   Haier’s mangers would like to step forward from export to building production facilities in the US.
In 2000, Haier built its production plant at Camden, South Carolina. 
In 2002, Haier moved its regional head quarter to the midtown Manhattan, New York. 
In 2015, Haier cooperated with private funds to bid for a listed US company, Maytag Corporation. The acquisition was failed.  Haier’s bid was for US$1.28 billion while Whirlpool paid a total of US$2.7 billion, with $1.7 billion in cash the remaining to takeover Maytag’s debt.  This failure may cause Haier offering a huge price to acquire GE Appliance in 2016.

3.3  The Rationale of Human Resource adopted by Qingdao Haier
The CEO, Mr. Zhang, said in his article “Raising Haier” 2007, “Confidence alone does not make for leadership”.  He descripted his leadership as “task-centered”  and  “authoritative” during a period of disorder in 1984.  At that moment, Qingdao was in a heavy debt of RMB1.47 million when he was newly appointed by the municipal government of Qingdao.  He said he did not have an MBA but understood human nature and society during the Cultural Revolution while ee was still a high school boy during the period.
    One element that Haier turned huge loss to profitability is employee discipline implemented during the period of employee fraud and inefficiency in 1984.  The managing director thought he must do something to stop the bad habit of stolen commonly occurred in the state-owned factory. 
    Haier started to expand to the foreign countries from the late of 1990s.  In 2015, Zhang (Zhang, 2015) changed the tune and said what Haier’s employees need is to be allowed to make decisions for themselves and not to feel that they are following his words.
“There is a wide gap between Chinese enterprises and major foreign companies – but it is not mainly a technology gap.  The key difference is in the management talent.” Zhang 2015.

4. Pre-acquisition and Post-evaluation on Haier’s acquiring GE Appliance
4.1  The timeline of sale of GD Appliance
GE has been running an auction for sale of the appliance business. It had reached an agreement with Sweden’s Electrolus at a price of US$3.3 billion in 2014.  However, the deal could not be completed because the US court raised objection on the reason of anti-trust.  GE therefore looked around to search another buyer but at the same asked for a breakup fee US$175 million from Electrolux.  It seems the bargaining power of seller is much stronger than the customer even if the object (home appliance) of the deal seemed not special.    
    Actually, Haier had started to talk with GE in 2008 to express its investment intention.  In 2010, Haier discontinued the negotiation because they thought the price was too high.  Since then, Haier has been trying hard to promote its’ brand name in the retail market in the US.  At the same time, it also planned to upgrade its production facilities in the plant in Camden, SC.
    Haier also offered a bid for Maytag in 2004 but lost to Whirlpool because of price issue  This might be one factor that induced Haier paying a high price for acquisition of GE appliance.
    With the determination to outbid other foreign corporate bidders, Haier proposed US$5.4 billion for the deal. It was valued 10 times that last 12 months of earnings before interest, taxes, depreciation and amortization, reported  by The Wall Steet Journal. 
    In 2016, Haier successfully acquired GE Electric with 90% ownership.  The remaining 10% was held by an investment.  It is reasonably guessed that Haier actually owns 100%   Haier let the existing GE team continues its control post-acquisition.
4.2  Findings on global brand of Qingdao Haier after acquiring the US brand GE
Let us read the comments made by Fang and Wang (2018) from the findings of conducting a research in 2016 focus on Qingdao Haier acquiring GE.  Data was collected by means of inviting interviews of customers randomly selected in the big shopping malls in three districts in Shanghai. Their findings were summarized as follows:
(1) Fang and Wang (2018) investigated the three image dimensions: functional, symbolic and global brand in the research of cross-border acquisition.  They found that both prior images of the acquirer and acquired brands influence the post-acquisition images of the acquirer.  In other words, they think Haier’s brand has a stronger effect then GE’s brand across all three image dimensions.  Acquirer’s brand is viewed as the dominance effect by the authors (Fang and Wang 2018).  Their post hoc analyses reveal that the global image perception could greatly raise both the low-equity and high-equity acquirer brands.
(2) They found that consumers’ attitude toward the acquisition has a significant spill-over effect on all three dimensions of the post-acquisition brand of the acquirer’s home market.  They also proposed that the prior image of the acquired brand has a greater impact on the post-acquisition image of the acquirer brand on the dimensions of functional and symbolic.  
    They suggest the strength of the acquirer’s product line-brand association only adjusts the spill over effect for the functional image dimension.  This is because most consumers are practical, they concern the function of a home appliance more than its brand after buying.  
(3) They found that micro-level fit (Brand- and product-fit) and Concept of country of origin (COO) have significant impacts on consumers’ attitudes toward acquisition.  Brand fit has a stronger effect then the COO fit.  However, they found no cultural differences to explain the cultural fit.  It is commonly thought that the cultural difference between China and the US are big.  Furthermore, there is no significant change in management or corporate culture after acquisition because the board of management of GE Appliance maintains the same American team.
    Strom and Nakamura (2014) think that Haier’s motive was for market expansion and resource-seeking, especially for acquiring patent and technology transfer.   
4.3  Discussion on Post-acquisition of GE Appliance by Qingdao Haier
Based on the data provided by National Bureau of Statistics of China, the amount for outwards was US$2.7 billion in 2000 and increased to US$153.7 billions in 2020.  This makes the overseas investments accumulate to US$2580.66 billion up to the end of 2020.  It is worth to identify the motives and post-acquisition management characteristics of these M&As.   Without the approval by the central government, it is impossible to complete acquisition by Haier.
· Aim to further development of global brand name
Haier selects GE Appliance because both of them are engaged in electrical appliance.  The logo “Made in US” may help Haier charge a price premium on the products manufactured in China.  I guess the promotion of brand name cannot really give benefit to its domestic market in China as the competition of the appliance product are extremely high there.    
    If we apply Dunning’s classification on Haier’s expansion roadmap, Haier started resource-seeking by building production facilities in the Philippines and Indonesia in 1996 and 1997 respectively.   Later on, Haier extends to India in 2014, that aims to resource-seeking and market-seeking, not only build more than 30 operations units there, producing more at low cost and selling more its appliance products in this highly populated country.   Furthermore, Haier’s brand was ranked one of the top 20 most trusted brands in India (Wikipedia).  It is no doubt that Qingdao Haier wish to build a higher brand name and extend it to the western countries.
    The action that Haier paid high amount to buy GE Appliance seems a big step for the aim of brand promotion in the US. I think Haier is confident in its ability to learn, link and leverage to achieve the aim of global branding in the smart appliance from this deal. 
    Can we conclude that Haier has a better brand name afterwards?   In fact, Haier was accused of fake award on its air-conditioner in 2018, it has to give apology to World Health Organization (WHO) one week after the release of the fake news.  This was made use by its competitors especially the foreign firms to attack its reputation.  The global name of Haier in the western countries and developed areas is still uncertain.
    From the viewpoint of an accountant, I think pricing and profit margin is more reliable to reflect the value of brand.  We can collect data from the market and make comparison of the same product line in the same market, taking accounts the difference in their functions, design and metal quality of physical appliance product.  Market data tell a true story of a product’s brand value.  In addition, the useful life of a home or kitchen appliance will affect the brand name, but it is difficult for a scholar to collect this kind of data, only the manufacturer can tell.
· Management and control after acquisition
Individualism potentially affects employee behaviour and design of remuneration scheme. American employees tend to be individualism that is quite different from the PRC employee.  Under these circumstances, Haier let GE Appliance’s original management team continue to control the business after acquisition at the early stage after acquisition. 
    Actually, Haier has already gained some practical experience with collaboration of foreigners and making investments in Japan before acquiring GE Appliance.  However, Haier ended its joint business with Sanyo and took over all the sales function in November 2011.  It reflects Haier’s management hope to take control its overseas business when the right time comes.  
· Possible motives of acquisition 
I try to sort out a list that the acquirer wishes to gain from the acquisition.
Tangible assets: 
    Physical facilities already owned by the acquired business
Intangible assets:  
   Efficiency of operations that the acquired business has already had.
   Good leadership and strong management team
   Loyal customers with good payment record
   Reliability suppliers with good credit terms
   Good distribution channel
   Ideal location of the plant for sustainable development
   Well-establish information system.
    R&D assets: patents right, knowhow, R&D professionals, etc.
    After acquiring GE Appliance, In the information age, data and information system become the most important assets of a company.   To access the data base and information system, I would try to gain the control of the GE Appliance with the assistance of the American managers.   However, it is sure whether it is allowed to do transfer of technology and data from the US. to China. 
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