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The article examines the reasons and chances/

risks of Chineses Mergers & Acquisitions in Eu-

rope and mainly in Germany. It includes a study 

that examines the development of Chinese for-

eign direct investment in Europe, with the scope 

of identifying which factors contribute to the in-

creasing numbers of Mergers & Acquisitions 

between Chinese and European firms. Using 

data from a survey of 32 interviews with senior 

Chinese businessmen in Europe and in China 

which were executed between end 2015 and 

beginning 2017. Beside the survey, the analysis 

uses data of case study of three Hidden Cham-

pions (with companies: Waldrich, Kaeser and 

Lasco) all located in the 50.00 inhabitant city of 

Coburg, Bavaria, Germany. This paper seeks to 

provide an overview of the elements that moti-

vate both acquirer and acquirer to engage in 

these types of arrangements. The findings re-

veal that Mergers & Acquisitions between Chi-

nese and German firms, particularly between 

Chinese investors and German Hidden Champi-

ons, tend to be mutually beneficial, indicating 

that such partnerships will continue to grow in 

volume and impact in the future. Another out-

come of the survey is, that the majority of Chi-

nese investment decisions are influenced by 

many non financial indicators i.e. trust, reliabili-

ty, image, innovation, technology orientation 

etc. and put Germany in favor vs. UK, Nether-

lands and France.

Introduction

In an increasingly globalised world, internatio-

nal business co-operations with strategic in-

vestments, such as joint ventures, strategic al-

liances, foreign subsidiaries as well as Mergers 

& Acquisitions (M&A), become more and more 

frequent1. Such collaborations exhibit several 

challenges. Most notably, Mergers & Acquisi-

tions involve major adaptations from one or 

both of the organisations, in particular in terms 

of strategy, business processes, communica-

tion and corporate culture.2 In addition, mana-

gers tend to analyse internal organisational 

structures and environmental forces, but often-

times neglect socio-cultural and non directly fi-

nancial processes which also strongly influence 

decisions at all operational levels.3

Bradt4 even argues that every other factor of 

consolidation is merely a derivative of the cultu-

ral, relying to a large extent on the attitudes of 

doing business and a successful cultural integ-

ration. According to an Aon Hewitt study5, M&A 

fail to create value for the merging companies 

in 60-70 % of cases ,6 with 33 % of managers 

blaming the differences in the way of doing 

business for this failure and 50 % even arguing 

that these differences tend to become the main 

post-deal challenge.7 
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has already almost doubled the total volume 

achieved across the entire year of 2015 (ap-

proximately 40 billion USD)14.

Germany has become in 2016 the third largest 

recipient of Chinese OFDI within the EU, fol-

lowing Luxembourg and the United Kingdom15. 

As indicated by the data presented in Figure 4, 

the volume of Mergers & Acquisitions has 

grown exponentially since 2011, following a pe-

riod of intense Greenfield investment activity. 

Investments in Germany tend to be mostly fo-

cused on industrial sectors, including industrial 

machinery (69 %), automotive parts and tech-

nology (33 %), consumer goods (16 %), alterna-

tive energy technology (14 %) and pharmaceu-

ticals (13 %).16 In contrast, investments in the 

United Kingdom focused primarily on the real 

estate industry and energy sectors, with Lux-

embourg becoming a new star in recent years 

ferred investment vehicles for Chinese inves-

tors interested in acquiring European as-

sets13. Recent data indicates that the volume 

of investments in Europe will increase signifi-

cantly in the future. Passing 72 billion USD in 

IFDI and OFDI deal volume in the first half of 

2016, the deal value of mutual investments 

The goal of this paper is to survey with 32 inter-

views, Chinese influence factors on M&A’s in 

UK, Germany, France and the Netherlands. The 

study at hand seeks to identify which factors 

have contributed to the large number of M & A’s 

between Chinese and German firms in the past 

decade, most notably among Chinese compa-

nies and German Hidden Champions8. 

With the realization of WTO bonus effect and 

the strengthening of its RMB currency9, China is 

on its way to transforming from an FDI recipient 

into a net FDI capital provider, soon to become 

a net credit country, as illustrated by Figure 1. 

This will have a profound impact on the global 

economic landscape, as China does already re-

places in volume of FDI classical developed 

countries like Italy, France, Japan and Korea10.

Europe is particularly attractive to Chinese 

companies pursuing an internationalization 

strategy, primarily due to the economic bene-

fits of its single market and its single curren-

cy11. The lower market entry barriers and the 

lack of severe political disputes between Chi-

na and the EU have furthermore helped at-

tract increasingly more investors from China 

into EU countries12. As presented in Figure 2 

and Figure 3, Europe has now become the 

largest recipient of outbound M&A deals, sur-

passing even the Asian continent in terms of 

deal volume. Due to major deals involving 

companies such as Pirelli, SNS Reaal insu-

rance, Club Med, Louvre Hotels and NXP RF 

Power unit, the Chinese OFDI deal volume 

succeeded in surpassing 20 billion EUR in 

2015. As demonstrated by Figure 5, Chinese 

FDI into Europe has exceeded the European 

FDI into China since 2010, with Mergers & 

Acquisitions serving as the dominant and pre-

Figure 1: Total volume of yearly Chinese outward and inward FDI flow from 1978-2015 in $Million19

Figure 2: Chinese outward M&A deal volume by destination in percentage20

Figure 3: Chinese investments in the EU28 countries21
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factors. To each sub-factors, the survey parti-

cipants have to rate from 1 to 5, where 1 is the 

most favorable and 5 is the least favorable  

(favorable in terms of the benefit for the 

purchaser). The survey with the Chinese ma-

nagers was conducted in the time period of 4th 

December 2016 to 1st March 2017. The total 

number of respondents was 32, originating 

from a wide variety of senior managers in di-

verse sectors, including automobiles, high-

tech manufacturing, fashion and clothing, ban-

king, real estate, fund management and priva-

te equity. The stratified sampling method was 

chosen, as the survey focused on the sample 

population who are owners or directors of small 

and medium companies or investment related 

managers in large financial institutions and pri-

vate equity companies. This helped to filter the 

sample population to the core group who has 

the essential knowledge about M&A or could 

be a potential investor in EU. 

An analysis of three Hidden Champions  

in Germany

A large number of Chinese investments have 

targeted one of the most important growth are-

as of the German economy: Hidden Champi-

ons26. According to Hermann Simon27, Hidden 

Champions (HCs) are medium-sized companies 

that tend to be unknown to the general public, 

yet act as the worldwide market leader or a top 

3 supplier in their respective market niche. A 

2014 study by the German Federal Ministry for 

Science, Research and Economics revealed 

that there are at least 1,394 Hidden Champions 

Resarch Methodology

In order to fulfill the objectives of this study and 

determine the stance of Chinese investors on 

the business attractiveness of the four selected 

countries (United Kingdom, Germany, France, 

Netherland) within EU, the authors conducted a 

questionnaire of the Chinese business commu-

nity and several potential investors in Europe. 

A survey of Chinese investors in Europe

In the survey the authors have combined the 

economic performance and business efficien-

cy in IMD World Competitiveness Yearbook25 

into an economic dimension, while government 

efficiency and infrastructure were merged into 

the political dimension. Two other dimensions, 

culture and technology, were included in order 

to show the non business related M&A factors. 

In each dimension, there are three to four sub-

due to its highly attractive tax haven policies 

and financial- and private equity investments17. 

The figures for 2017 will indicate major increa-

se in volume for German OFDI from China and 

a decrease due to Brexit insecurity in the United 

Kingdom. The UK decrease will mainly be in 

real estate investments, which are on the other 

hand the strongest growth of Chinese OFDI in 

Germany.

Since 2011, Germany has become the most 

sought destination for M&A in the EU, attracting 

the most M&A deals within the region (Figure 5). 

Compared with investments into other target 

countries, Chinese M&A investments into Ger-

many exhibit a more stable pattern, furthermo-

re benefiting from the diversified industry port-

folio and a strong German economic boost 

since 2011. Notable M&A transactions in Ger-

many in 2016 and first half 2017 included the 

purchases of EEW Energy, KraussMaffei, Bilfin-

ger Water Technology, Compo Consumer and 

the Bigpoint GmbH.18 According to a recent stu-

dy by PwC, key reasons for Chinese invest-

ments in German firms include market entry 

(62 %), the acquisition of new technology and 

expertise (58 %), branding (36 %) and diversifi-

cation in general (17 %).

As indicated by a recent PwC study, 65 % of 

Chinese investors in Germany are privately ow-

ned companies, with the remaining 35 % ope-

rating under the control of the Chinese govern-

ment. In addition, more than half of the inves-

tors (62 %) originate from the southern regions 

of China, with only 36 % and 2 % of firms being 

based in the northern parts and central or wes-

tern regions, respectively24.

Figure 4: Chinese OFDI investments in Germany 2000-201622

Figure 5: Number of Chinese M&A deals by country 2005-201623
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2.  have business activities that are highly sus-

tainable – all three of the examined compa-

nies generated continuously rising profit 

margins over long periods of time

3.  ensure that the essential components of their 

value chain (innovation, research, produc-

tion, marketing and headquarters) are loca-

ted or take place at the company’s home 

base of operations – all three of the exami-

ned companies produce and develop all es-

sential elements in Coburg

4.  exploit international niches – all three com-

panies generate more than 65 % of their 

turn over abroad

5.  have strong ownership structures, often 

being family-run – only Waldrich Coburg was 

not family-owned but run by the Chinese 

company Beijing No1

6.  operate as the worldwide market leader or a 

top three company in their respective indus-

try/niche – all of the Coburg companies are 

worldwide market leaders in their niches.

Results

The following sections present the key fin-

dings of the two aforementioned studies, ana-

lysing in more detail the factors that contribu-

te to the increased levels of Chinese FDI in 

Germany and Europe as a whole, as well as 

the main drivers towards internationalization 

and Mergers & Acquisitions of German small- 

and medium-sized firms.

Reasons for Chinese-German Mergers & 

Acquisitions

The results of the survey indicate that Germany 

is clearly the most preferred investment choice 

for Chinese investors by the survey group in the 

categories of “Economics” and “Technology” 

among the four selected countries and was 

ranked very closely with UK in the “Political” di-

mension. As indicated in Table 1, Germany was 

only ranked less favorable to the UK with re-

gards to “Culture”, most notably in the “Lan-

guage” category.

An additional major finding from the survey re-

sult was that both “Compatibility with Chinese 

culture” and “Overall society feeling toward 

for metal forming, powder metallurgy, building 

materials (LASCO), precision centers and ma-

chines (Waldrich Coburg) and compressors, 

compressed air products (Kaeser GmbH). Un-

like LASCO, Kaeser and most German Hidden 

Champions, Waldrich Coburg is no longer a fa-

mily-run business, but was sold already in 

1986 for the first time to the American milling 

machine manufacturer Ingasoll, which was ta-

ken over in 2005 by the Chinese company Bei-

jing No1. Beijing No1 is wholly owned by Jing-

cheng Holding, which in turn is owned by 

Beijing’s municipal government. Nonetheless, 

all three companies exhibited a strong presence 

in China and Asia as a whole.

The three companies were chosen as examples 

because they exhibit all characteristics of a ty-

pical Hidden Champion in Germany – characte-

ristics that make them particularly attractive to 

Chinese investors. In line with the definition of 

Prof. H. Simon30, Hidden Champions tend to:

1. be located in smaller towns or on the out-

skirts of major regional centers – Waldrich 

Coburg is for example located in Coburg, a 

city of 40,000 inhabitants 90km away from 

the regional center of Nuremberg, so to say in 

the province31 

located in Germany (the highest national num-

ber of such companies in the world), that gene-

rate an average of over € 400 million euro an-

nually, achieving growth rates of almost 10 % 

each year (see Figure 6). Hidden Champions 

can be considered major drivers in both the na-

tional and regional economies, with just 221 

HCs generating for example 29 % of the Bava-

rian GDP and employing 26 % of the Bavarian 

workforce.28 

In order to understand what makes Hidden 

Champions in Germany so successful and in or-

der to determine why they are attractive targets 

for Chinese M&As, a second study on the suc-

cess factors and mindset of the HCs was con-

ducted in parallel to the aforementioned survey. 

The study aimed to not only find out what ma-

kes the Hidden Champions successful, but also 

to examine the role that internationalization 

plays for such companies. The three participa-

ting companies, LASCO Umformtechnik GmbH, 

Waldrich Coburg GmbH and Kaeser GmbH are 

worldwide market leaders in their respective in-

dustries and have had a track record of interna-

tional success for years. The companies opera-

te in sectors that have been the main target of 

Chinese investments, particularly the produc-

tion of machines, tools, automation technology 
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The investment and acquisition are not only the 

culmination of bilateral business relationships 

but also the culmination of the deep and exten-

sive culture exchange between two countries37. 

A certain symmetry between investment level 

and cultural understanding can also be obser-

ved. Semi-business programs such as the Si-

no-European Sister City Relationship38 are a 

good starting point and communication channel 

between different countries, both at the busi-

ness level and the culture level.

“Porter’s Diamond Model for the competitive 

advantage of nations”44 analyses the competi-

tive position of a nation in global competition 

based on four interrelated factors in a self-re-

inforcing system. The German market is a 

geographically large and strong economical 

region within the EU, supported by a well set-

up political and system that ensures a fair 

competitive market. The government employs 

higher production standards, stimulates early 

demand for advanced products, and focuses 

on specialization and the creation of clusters 

that encourage competition. These positive 

reinforcement between all these interlinked 

factors has resulted in the attractiveness of 

German companies on the global market, es-

pecially in the mind of Chinese investors who 

are also in the critical stage of gaining a com-

petitive edge in their industry.

A clear vision as how to close the desired stra-

tegic competence gap, sincere and direct com-

munications, strong and solid financial results, a 

light touch on the acquired company’s manage-

ment and a proper interest alignment are all im-

portant factors to ensure a successful M&A 

deal. It is important to note that Mergers & Ac-

quisitions follow a process rather than a single 

transaction. This can be examined in “The Five 

Step Model” by Sudarsanam45, who examined 

two current Chinese M&A cases in Germany: 

Lenovo, an international brand of Chinese origin 

acquired Medion, a strong German company fo-

cused on Western Europe and Sany, a Chinese 

entrepreneur company focused on developing 

cost effective product lines, who acquired Putz-

meister, a high-end German brand with more 

advanced technology, know-how and better ac-

cess to sales networks for high-end products. 

The summarized critical success factors of the-

se two M&A cases are listed below in Table 2.

All of these are however deeply rooted in the 

business operations of the target company in 

EU and thus cannot be easily exported to China. 

Many recent M&A cases showed that Chinese 

investors actually expanded the business and 

especially the R&D facilities in the EU after the 

acquisition33. Germany plays a significant role 

in the improvement of Chinese technology, par-

ticularly in the context of the “Made in China 

2025“34 and the „One Belt One Road”35 Chinese 

national objectives. Provinces like Hessen and 

Bavaria in Germany have a strong first mover 

advantage in attracting Chinese investments36. 

foreigners” sub-factors were ranked rather 

neutral or even close to negative for all selec-

ted countries by the survey participants, even 

though statistics showed that Chinese invest-

ment in EU resulted in reasonable good social 

welfare and shareholder value32. Cases of va-

cuuming out the technology after acquisitions 

were rather rare, as the main objectives of Chi-

nese investment in the EU are the improve-

ment of technological know-how, the access 

to qualified international talent and the brand 

recognition in the market. 

Table 1: Summary of the survey results pertaining to the business attractiveness of the four chosen countries43
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mentioned study of HCs, to their high product 

quality, technical know-how, excellent custo-

mer service (oftentimes at the customers’ pre-

mises) and overall reliability. German enginee-

ring and craftsmanship enjoys an excellent re-

putation worldwide, making customers willing 

to pay a price premium for high standards. 

Oftentimes the service offerings of HCs include 

individual solutions, services and personal cus-

tomer contacts, all presented in a manner con-

current to the attributes considered “classic 

German virtues”49. 

The companies consider their excellent image, 

the resistance of the core business to crises 

through geographic differentiation, the global 

proximity to customers, the international pre-

sence with local production plants, logistics 

centers, branches and sales offices, as well as 

the quality of downstream services are seen as 

the critical success factors. The companies 

however agreed that the constant, aggressive 

pricing and innovation-driven competition bur-

dens the margins of companies, forcing them to 

seek new ways to grow50.

Internationalization attempts are not driven by 

the need to grow and reinvent themselves 

Investments in German Hidden Champions

Hidden Champions like the Coburg companies 

attribute their success, according to the afore-

In both cases, critical factors in determining the 

success of a M&A deal would be: a clearly de-

fined strategic goal and agreed upon at every 

level and a clear vision on how to close strate-

gic competence gaps through the acquisition 

deal, sincere and direct communication in order 

to build the mutual trust, as well as assistance 

from professional M&A teams and professional 

M&A equity funds in order to solve some of the 

potential risks. A strong and solid financial ba-

lance sheet of the acquiring company would 

minimize the financial risks to a great extent 

and generate additional time for the whole 

post-acquisition and integration process. To re-

spect and understand the culture difference, a 

light touch on the current acquired company’s 

management and a proper interest’s alignment 

structure could help to ensure the trust and 

common goal between the acquirer and acqui-

red companies in the long run. Especially de-

monstrated in the M&A deal between Sany and 

Putzmeister, the new entrepreneurs and private 

owned companies from China are adopting a 

more universal business standard and there 

could be a good reconciliation between the two 

different cultures based on the commercial 

compatibility and the trust through sincere 

communications.

Table 2: Summary of the critial success factor analysis based on two Chinese M&A in Germany48

Figure 7: Main Reasons for the Internationalization of German Hidden Champions (Coburg companies)

Hidden Champions 



69

omnipresence in worldwide highly technologi-

cal markets such as machine building, chemi-

cals, solar energy, automotive supplies and IT 

products, as well as their tendency to meet the 

characteristics Chinese investors seek in Ger-

man companies: high technical standards, sta-

bility, quality of work, high market shares and a 

strong position in Europe and abroad.54 These 

factors indicate that German companies, most 

notably Hidden Champions, will continue to be 

attractive to Chinese investors for years to 

come.

Conclusion

In conclusion, Mergers & Acquisitions can be 

considered a complicated and risky business 

operation, especially when effectuated bet-

ween companies from two different cultures, 

such as those of China and Germany. Howe-

ver, German companies stand to benefit from 

Chinese investors’ large volume of investment 

capital, strong sales network and local market 

access in China. German companies may for 

example move non-core production lines to 

China to reduce unnecessary costs and con-

centrate more resources towards strengthe-

ning their competences in R&D and technolo-

gical development. 

In parallel, with the acquisition of high- valued 

European assets through M&As, Chinese com-

panies could speed up their transformation pro-

cess and make up for their weakness in global 

brand recognition and core R&D capabilities55, 

which would otherwise take decades to build 

up in a traditional market environment. With the 

rapid development of Chinese stock and capital 

markets, many Chinese listed and pre-listed 

companies are now also showcasing their suc-

cessful acquisitions of European upper-chain 

assets in order to improve their chances of a 

successful IPO or to quickly increase their mar-

ket capitalization56. 

With the soaring of their trading price and mar-

ket capitalization, these companies would also 

have a stronger ability to raise affordable capi-

tal on the stock market and thus further expand 

their business network in the whole global in-

dustry. So there do exist a virtuous cycle and 

both acquirer and acquiree could strike for a 

not surprising that a large number of invest-

ments of Chinese firms in the past years have 

involved German Hidden Champions, more so 

than any other type of company. Table 3 pre-

sents an overview of some of the most recent 

publicly-known deals between Chinese inves-

tors and German Hidden Champions.

According to a recent survey by Ernst & Young, 

a total of 36 German SMEs were the target of 

Chinese investments or purchases in 2015 

(also 36 in 2014), maintaining Germany’s posi-

tion of the main target of Chinese investments 

in Europe.53 Unsurprisingly, a large number of 

these investments involve German Hidden 

Champions. This can be attributed to both their 

however, but primarily by the companies’ wish 

to be closer to their customers, unlike large 

companies which tend to move abroad in low-

wage or low-production cost areas. Even 

though the companies operate primarily in Eu-

ropean and North American countries, the 

Asian markets are very close, on second 

place, in terms of interest and level of invest-

ment. Figure 7 presents an overview of the 

main reasons for the Coburg companies’ inte-

rest in internationalizing51.

Taking into account the nature of the Hidden 

Champions, the sectors in which they operate 

and the high standards to which they adhere in 

order to remain worldwide market leaders, it is 

Table 3: Examples of investments or acquisitions of German HCs by Chinese firms in recent years52
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Gütersloh; 55 Sudi Sudarsanam 1995; 56 Sudi 

Sudarsanam 1995; 57 World Bank 2013;  
58 World Bank 2013
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China Mergers & Acquisitions Association and 

German Federal M&A Association have re-

cently announced the launch of a special joint 

fund with an initial capital of 1 billion Euros to 

better serve M&A activities between the two 

countries. 

The reasons for Chinese investors selecting 

German SME and Hidden Champions as poten-

tial acquisition in favor to British or French and 

Dutch companies is interesting, as one of the 

key reasons on acquiring these companies is a 

long term perspective in Image, Innovation and 

special know how. The survey showed that in 

many cases the financial aspects do play a mi-

nor role for Chinese investors vs. so called soft 

skills. Which are image and long term perspec-

tive and know how (admiring) of the acquired 

brand or company. German and Swiss hidden 

champions and innovation/technology leader 

are major image factors for Chinese compa-

nies. While 1a investments in real estate in the 

last decade were the major image giver mainly 

in Chinese OFDI in the United Kingdom. With 

the strong growth and price increase of the 

German Real Estate market since 2013 and the 

Brexit vote in the UK, the Chinese Real Estate 

investment shifts from England to Germany. On 

the other hand leads the strong German manu-

facturing basis and innovation and technology 

leadership of major industries in Germany to an 

increasing interest of Chinese investors. This 

trend is underlined by the strategy 2030 of 

Building a Modern, Harmonious, and Creative 

High-Income Society57 in China with a strong 

emphasis on innovation and technology leader-

ship in manufacturing and (environmental) sus-

tainability.58 

All of these factors provide a solid foundation for 

the optimistic growth and development of further 

Mergers & Acquisitions deals in the future.
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Vor 40 Jahren: Aus dem Controller Magazin 5 / 1978

Das Personalwesen in aktueller Sicht

von Dr. Ernst Zander, Hamburg

Im wirtschaftlichen Bereich ist das Personalwesen kein Selbstzweck, 

sondern von zahlreichen Einflüssen geprägt (...). 

1.  Die Zukunft verlangt neue Produkte; die Betriebe müssen neue Produk-

tionsprogramme aufstellen, die vor allem marktgerecht sein müssen.

2.  Die Zukunft verlangt neue, produktivere Verfahren in der Produk-

tion (...).

3.  Es werden neue Verfahren im Vertrieb, im gesamten Marketing, 

desgleichen im Rechnungswesen und in der Planung, in der Verwal-

tung – alles aufeinander abgestimmt – praktiziert. Innerbetrieb-

lich wird der Betrieb genauestens informiert durch elektronische 

Datenverarbeitung, ... 

Quelle: Controller Magazin 5/78, S. 185ff. Den vollständigen Artikel 

sowie das komplette Archiv des Controller Magazins finden Sie auf 

einen Klick unter www.controllermagazin.de.


