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Workshop on

CHINESE AND INDIAN MULTINATIONALS IN EUROPE

Courmayeur, 27 January 2006

Hotel Gallia Gran Baita

9.30 a.m. – 6.00 p.m.

The value of outward FDI stock from developing countries rose from $129 billion in 1990 to $859 billion in 2003. The nature of such “emerging multinationals” (EMNCs) has dramatically changed in the most recent period. In the past, foreign direct investment (FDI) flows from developing countries were often portrayed as an extension of political commitments, rather than as an exploration of business opportunities. Investors and governments in recipient countries seemed to find it beneficial to enter into business deals from which more established firms shied away. In most cases, these deals involved direct investment in other developing countries. However, in recent years, deals such as the merger between South African Breweries and Miller, the takeover of International Steel Group by Mittal of India, or the acquisition of the IBM PC business by Lenovo of China, as well as the attempts to take over US multinationals, leaders in the oil and domestic appliances sectors, bear testimony to the rapid emergence of true global players capable of competing head-on for global market supremacy with companies headquartered in OECD countries. The tools of these and other prominent emerging multinationals (MNCs) are the same as those deployed by any global company – production, marketing, financial, and networking skills – and they are often supplemented by a superior knowledge of the specificities of doing business in non-OECD countries. 

These developments could have important policy implications. For one thing, South-to-North investment opens new possibilities and challenges for recipient countries. What are the main pull and push factors for Southern companies to invest in OECD countries? Is there a difference between FDI from developing countries and from developed countries? For instance, are there differences in terms of the motivation for FDI (market-, resource- or efficiency-seeking), industrial mix, in terms of capital intensity, technological know-how, employment generation, facilitating access to markets, and/or in the transmission of managerial skills? What are the main obstacles to increased flows of investment from developing to developed countries? Moreover, countries that have until now positioned themselves as recipients of investment, have to factor in the emergence of a domestic direct investor community that can choose between investing at home or abroad. 

The experience of Chinese and Indian multinationals has attracted particular interest, not least for the political ramifications of their outward investment activities. The Beijing government has made it a goal to have at least 50 mainland firms in the Fortune 500 list by 2010. Manufacturing production quality and capability are growing rapidly, many firms will get cash, create joint ventures, become suppliers and later purchase the company they are supplying to. While most won’t become huge MNCs, they will still be real businesses with global positions. In keeping with the policy of encouraging selected “national champions” to compete against global firms, the mainland’s overseas investments have been galloping by over 50% since the beginning of the new century. Some, such as Haier, Huawei and Lenovo, are positioning themselves to become global brands. Other Chinese firms in energy and non-oil mining, such as China Shenhua Energy, CNPC (China National Petroleum Corporation), Sinopec and Chinmetals, are active bidders in international deals to secure additional and secure sources of raw materials of which China is an avid consumer. They often find themselves competing with Indian state-owned energy groups such as ONGC (Oil and Natural Gas Corporation) Videsh, Indian Oil Corporation (IOC) and Oil India. In information technology and pharmaceuticals, listed firms such as Dr. Reddy, Indosys, Ranbaxy, TCS, and Wipro have also made sizeable overseas investments.

This Fondazione Courmayeur workshop, which will take place in Courmayeur on 27 January 2006 and will prepare the ground for an important International Conference to be held in June 2006,  takes a close look at both macro and micro data on the activities of Chinese and Indian MNCs. The focus is on their behavior and activities in Europe – how much have they invested so far? In which sectors and countries? Which modes of entry have they chosen? How does Europe fit into their global strategies? What have they achieved so far? Does their behavior differ from those of Northern Atlantic and Japanese MNCs, and from the Korean groups that made their first inroads into Europe more than a decade ago?

Apart from Mr. Andrea Goldstein of the OECD Development Centre, in close collaboration with whom this workshop is organized,  the following experts have already accepted to participate:

· Giovanni Balcet, professor of international economics, Turin University, on Chinindian MNCs in the automotive industry
· Stefano Chiarlone, Unicredit, Milan, on Chinindian MNCs in Italy
· Marcello De Cecco, Professor of economics, Scuola Normale Superiore di Pisa, on Chinese and Indian economic policy regarding FDI 

· Seema Desai, Foreign Policy Centre, UK, on Chinindian MNCs in Great Britain
· Françoise Hay, CREREG, Université de Rennes I, on Chinindian MNCs in France

· Anne Miroux, United Nations Conference on Trade and Development, Geneva, on Chinindian MNCs in the global economy
· Cino Molajoni, Chief Economist, Techint  
· Carlo Pietrobelli, Professor of international economy, Roma 3 University, on MNCs in Taiwan
· Giorgio Prodi, Professor of applied economics, Ferrara University, on Chinindian MNCs in Italy

· Roberta Rabellotti, Professor of Economics, Piemonte Orientale University, Novara, on the presence of Korean MNCs 

· Guido Reger, Professor of Business Administration and Innovation Management, Potsdam University, on Chinindian MNCs in Germany 

· M. Subbarayudu, First Secretary, Indian Embassy, Rome 

· Daniel Van der Bulcke, Director of the EU-China Centre for Management, University of Antwerp, on Chinindian MNCs in Belgium
· Godfrey Yeung, Lecturer in Human Geography, Sussex University, on Chinese MNCs in the UK
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