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1. Introduction

Cross-border acquisitions are traditionally categorized according to at least two signifi-
cant motives, viz. asset augmentation and asset exploitation (Chen & Young, 2010). If 
enterprises are motivated by asset augmentation, they pursue cross-border targets to en-
hance efficiency and competitiveness. If the latter motivation propels them, they would 
find ways to leverage the acquired target in a new setting, which in turn enables them to 
gain competitive advantage over domestic companies in the host nation (Caves, 1971; 
Neary, 2007). As such, a significant motive for firms to engage in cross-border acquisi-
tions lies in value-creation strategies through capitalizing expected synergies between 
two or more organizations (e.g., Larsson & Finkelstein, 1999; Schweiger & Very, 2003). 

Traditionally, leading firms from developed markets acquire cross-border targets so 
as to get a foothold in a foreign country (Rottig & de Oliveira, 2019). Recently, there is 
evidence that emerging market firms are often entering markets in developed countries 
by taking over firms in cross-border deals (Urbšienė et al., 2015). Researchers frequent-
ly assert that developing countries’ cross-border acquisitions are mainly led by strate-
gic-asset seeking motivation (Dunning et al., 1996). 

After experiencing decades of inbound investments, China’s opening to the out-
side world policy has entered a new stage of development, and foreign direct invest-
ment (FDI) of Chinese firms has become a global phenomenon (Tu, 2019). China 
has emerged as a new investor, albeit facing significant misperceptions abroad (Li et al., 
2019). Chinese acquiring companies have the image of a relatively weak technological 
competitive advantage in the international market, the aim of their acquisitions is, there-
fore, to acquire natural resources, brands or technologies. Their reputable are reputable 
brand names that can be sold in the home country for a high-profit margin in order to 
build their core competitiveness. This behavior is referred to as the “resource-driven ap-
proach” of taking over firms (Luo & Tung, 2007; Rui & Yip, 2008; Deng, 2009; Rienda 
et al., 2013; Alvstam et al., 2014). Such an approach can be illustrated by the Chinese 
acquisition of Renown, a Japanese apparel maker with a high brand name. The company 
enjoyed high-profit margins because Chinese consumers (in their own country) were 
familiar with its high brand image. A study conducted by Sun et al. in 2012 also showed 
that Chinese MNEs preferred to acquire natural resource-intensive firms. Also, Indian 
MNEs and Chinese MNEs prefer backward integration in cross-border acquisitions be-
cause China and India need to focus on controlling resources as latecomers to the global 
economy. Stroem and Nakamura (2014) also confirm that Chinese firms predominantly 
adopt a resource-driven approach while acquiring Japanese firms. On the other hand, 
Boateng et al. (2008) studied 27 Chinese cross-border acquisitions from 2000-2004 
and found that most of the Chinese cross-border acquisitions were seeking international 
expansion, international diversification, or ways to increase their market share. This ap-
proach is referred to as the “market-driven approach” (Boateng et al., 2008).
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In this study, we argue that since Chinese firms have conducted cross-border ac-
quisitions for around two decades, acquiring much M&A experience in the process, 
they are now changing to a more market-driven approach when taking over Japanese 
targets. Most previous studies focus on either China’s cross-border acquisition globally 
(Chen & Young, 2010; Boateng et al., 2008; Li et al., 2016), or China’s cross-border 
acquisitions in developed markets, such as the US or UK (Zou & Ghauri, 2008; An-
derson & Sutherland, 2015). There have not been many studies conducted on Chinese 
cross-border acquisitions in Japan (Stroem & Nakamura, 2014). To the best of the au-
thors’ knowledge, studies have yet to be conducted on recent Chinese bidders` motives 
in acquiring Japanese targets. In this study, by focusing solely on Chinese cross-bor-
der acquisitions in Japan, we are able to gain a better understanding of recent Chinese 
cross-border acquisition strategic changes and the driving forces behind them. 

This research combines the strategy literature on the ownership-location and inter-
nalization theory by Dunning with cross-border acquisitions of firms by a developing 
market (namely China) in a developed market (namely Japan). This study aims to pro-
vide some crucial evidence that the Chinese cross-border acquisition strategy in Japan 
has changed in recent times. For this, we examined 39 transactions in Japan by Chinese 
investors who had adopted market-driven and resource-driven approaches, and per-
formed a Fisher’s exact test on the sample. Our results indicated that the behavior of 
Chinese bidders had indeed changed recently. While early investments were predom-
inantly resource-driven, recently (at least since 2013), we have seen a more balanced 
approach of market-driven acquisitions. We believe that this change in behavior is due 
to the need for Chinese firms nowadays to get into the Japanese market to sell their 
products and services there, instead of taking brand names home to China.

The paper is organized as follows: the next section reviews the literature on outward 
FDI, in particular, cultural distance, the liability of foreignness, and Chinese FDI stra-
tegic behavior. Following that, a description of the sample is provided, and statistical 
analysis is presented. This is followed by case studies to analyze further how Chinese 
acquisition strategies in Japan are changing, showing mainly the industries that are af-
fected and the driving forces behind that movement. In the last section, concluding 
observations are made, including directions for further research on the subject.

2. Literature Review

2.1 Chinese outward Foreign Direct Investment (FDI)

With Chinese firms having been known for a long time as the workbench for first world 
countries (Rotting & de Oliveira, 2019), the acquisition of cross-border targets by Chi-
nese firms is a recent phenomenon. Urbšienė et al. (2015) observe that Chinese firms 
taking over European targets generally pay twice as much premium as domestic (Euro-
pean) bidders would for their targets. Chinese outward FDI is supported by the State 
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government and by local governments; such support offsets the competitive disadvan-
tages of Chinese firms facing global competitors (Luo et al., 2010).

There is evidence that the speed of Chinese cross-border acquisitions has acceler-
ated recently, especially from 2015 to 2017 (Kirby, 2019). In recent research on Chi-
nese and Indian cross-border M&A, Sun et al. (2012) found an increased tendency in 
changing from minority joint venture ( JV) establishments to majority JVs or to M&A. 
In other words, China is skipping the earlier stages before jumping into M&A. More-
over, the liability of foreignness (LoF) a foreign investor faces against domestic ones 
could be mitigated. For instance, a recent study by Schneider demonstrated that man-
agerial tactics of Chinese firms in the US offset their disadvantages (Schneider, 2019). 
It is also relevant, as Wan et al. (2020) find in a recent study, that liability of foreignness 
does not automatically decline with time. Chinese outward FDI started in 2000, when 
the Chinese government officially initiated the Going Abroad policy. At that time, ow-
ing to a lack of overseas acquisition experience, Chinese acquirers tended to be aimless 
regarding their post-merger strategies. This behavior is similar to some of the shopping 
behavior of Chinese tourists in Japan. A famous Japanese expression is “bakugai,” mean-
ing that foreign tourists buy Japanese products excessively on the assumption that they 
are of high quality. It seems that early Chinese acquirers in Japan were not quite sure 
what to do with their target companies after their acquisition. Nowadays, however, Chi-
nese companies have learned to make smarter purchases in high-value-added sectors 
(Wang & Zhao, 2017). 

According to Deng (2009), nearly half of all Chinese foreign direct investment in 
the past was via cross-border acquisitions, and the primary aim was to access and source 
strategic assets for their potential contribution to ensure a competitive edge. Hence, 
by doing so in past decades, Chinese acquirers invariably gained a somewhat negative 
reputation for their resource-driven acquisition strategy. By ignoring the development 
of foreign target companies, they were perceived as caring only about their develop-
ment in China. However, many previously prestigious brands of acquired Japanese 
companies are nowadays experiencing economic hardship. It is interesting to note that 
many Japanese firms of less popular brands have refused takeovers by Chinese investors 
owing to their reputation for being problematic in the post-merger integration peri-
od. In small-sized Japanese firms, managers consider employees as family members. In 
contrast, after such firms are acquired by Chinese companies, or sometimes even state-
owned firms, there is a different ambience within the company. Of foremost concern 
is whether the acquisition by the Chinese investor is an attempt to get into a foreign 
market, or whether it is just for the purpose of taking the branding and technology back 
to their home market. 

A market-driven acquisition strategy is perceived as a win-win situation for both 
the acquirer and target firm. First, the market-driven acquisition does not automatical-
ly lead to layoffs of the target employees because the acquirer needs these employees’ 
knowledge to enjoy sustained competitiveness in the Japanese market. Second, inves-
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tors bring much needed capital into established firms, especially Japanese firms that 
lack the budget to expand (Sun, 2018). With the investment, the target firms could 
make plans for more development.

In recent years, large numbers of tourists from China have been going to Japan not 
only for sightseeing holidays but also for shopping.  Having knowledge and access to 
Chinese customers, newly acquired firms in Japan (injected with Chinese capital and 
led by Japanese management) can serve Chinese clients in the Japanese market better. 
For example, Chinese Sunning acquired Laox in 2009 and turned the retail business 
into a mainly tax-free shopping store to attract tourists, especially those from China 
(Essence Securities, 2009). 

2.2 Increase in productivity and globalization

Cross-border acquisitions are a significant entry approach for FDI, usually driven by 
similar economic factors and prospective benefits which guide other choices such as 
managing the capital of a company, improving the firm’s competitive edge, and diversi-
fying its risks.

Studies have shown that M&A could be an instrument for creating value for acquir-
ers in emerging market economies. Cross-border acquisitions promote internalization 
of firms that find it either difficult to trade in the market or too time-consuming to be 
internalized (Gubbi et al., 2010). The group led by Gubbi showed that international ac-
quisitions did create value for Indian firms, as reflected in increased stock prices. Similar 
findings were seen for Chinese firms. According to Li et al. (2016), while cross-border 
acquisitions made by Chinese-listed companies create value for the acquirer’s stakehold-
ers on average, cultural differences negatively affect value creation. Only more prominent 
firms and those with more experience are able to take benefits out of cultural differences.

The consequences of domestic M&A and cross-border M&A vary considerably, 
with studies suggesting that the cross-border acquirer can receive higher profits than 
the domestic bidder. Bertrand and Capron (2015) showed that cross-border acquisi-
tions could be very beneficial owing to increased productivity in the home country. 
Bertrand & Zitouna (2008) also noted that the efficiency of French firms was very 
much improved in cross-border acquisitions compared to domestic ones. A recent 
study showed that through cross-border M&A, firms increased their productivity levels 
by more than 15%, compared to companies that relied mainly on exports to the host 
country (Helpman et al., 2004).

However, while the benefits for the acquiring firms cannot be denied, it is contro-
versial whether cross-border acquisitions create value for target companies.  The previ-
ously mentioned study by Bertrand and Zitouna (2008) also showed that acquisitions 
did not increase the productivity of overseas target firms, not even in the long term 
(Bertrand & Zitouna, 2008). However, if bidder firms were generally considered to 
have superior knowledge-based assets, and if competitive advantages were transferra-
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ble among subsidiaries, target firms should be expected to increase their productivity 
levels in the long run. Foreign ownership also led to a significant level of productivity 
improvement in the Indonesian manufacturing industry (Arnold & Javorcik, 2005). 
This finding lent support to the idea of technological and managerial capability knowl-
edge transfers from a more experienced entity to a less experienced one, thus raising 
productivity levels.  

Meanwhile, studies are suggesting that companies from emerging market econo-
mies such as China are using M&A as their primary strategy to become globalized (Ku-
mar, 2009). According to Kumar, these emerging giants are not only cash-rich but they 
also enjoy value creation from their takeovers. Acquisitions such as joint ventures are 
known to perform well. The globalization process would eventually transform emerging 
giants into global leaders, either in market power or in efficiency. Gugler et al. (2003) 
suggest that to increase profits through M&A, large companies should increase their 
market power. As large companies lead most of the Chinese cross-border acquisitions, 
market-driven M&A is a more advanced strategy to increase globalization and profits. 
We opine that Chinese cross-border M&A will eventually become more market-driven 
acquisitions in order to benefit from cross-border M&A, especially with regard to pro-
ductivity and globalization.

2.3 Comparative ownership advantage

The comparative ownership advantage theory was introduced by Sun et al. (2012) 
based on the comparative advantage theory by Nearby (2007), both grounded on the 
ownership-location-internalization (OLI) paradigm of Dunning (1980). According to 
this theory, comparative ownership advantages can be internalized through two sourc-
es, viz. country-specific advantages (CSAs) and firm-specific advantages (FSAs). CSAs 
are composed of country’s unique factors such as labor force, natural resource endow-
ments, or culture, whereas FSAs stand for a firm’s unique characteristics such as tech-
nology, marketing, or distribution capabilities (Rugman & Li, 2007).

Common examples of comparative ownership advantages that nowadays drive even 
emerging economies’ acquirers to make resource-driven cross-border acquisitions in 
less developed (emerging) markets are lower labor costs, valuable natural resources, 
and broader underdeveloped capital markets, etc. Moreover, they also buy advanced 
technology to take it back to their home country so that products of similar quality 
can be manufactured at much lower costs. The same mechanism can be applied to the 
acquisition of brands and brand names. According to Sun (2018), the attractive Chi-
nese market and low cost of manufacturing makes Chinese companies ideal buyers of 
back-transferring brands and technology. However, previous studies seem to have ig-
nored discussions on comparative ownership advantages that drive firms from emerg-
ing market economies while acquiring targets from developed market economies.
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Chinese firms have been observed to be more future-orientated, possess a harmo-
nious culture, and show greater networking ability than firms of developed economies 
(Luo & Rui, 2009). Because of unique market characteristics and difficulty in gaining 
resources in their home country, Chinese firms are good at maintaining relationships 
with external stakeholders, such as suppliers or government administrators. Having 
struggled to grow under difficult times, China has made many Chinese firms more ex-
perienced and better prepared under institutionally challenging environments. As late-
comers to the global economy, many such firms are often more willing to assume risks 
to acquire new knowledge. 

Meanwhile, acquirers from emerging market economies are more likely to gain fiscal 
or strategic support from home countries, and thus have ample resources for further 
development. All the above could be seen as market-driven comparative ownership ad-
vantages for acquirers in emerging market economies. Making a comparison between 
China and Japan, Zhang et al. (2005) noted that the Chinese prioritize interpersonal 
harmony while conservatism is the least endorsed value. These unique characteristics 
enable Chinese firms to have better internal and external relationships, while coping 
with innovation ability and rapid development.

In order to realize long-term development and future market growth opportunities 
in M&A, we formulate the following hypothesis: 

Hypothesis 1: Chinese cross-border M&A motives have changed from a previously resource-
driven approach to a more balanced approach of resource-driven and market-driven acquisitions 
nowadays.

3. Methodology

Our data were retrieved from the Thomson Reuters Financials SDC database (Thom-
son ONE Bank), which has also been widely used in other M&A research settings 
(Chakrabarti et al., 2009; Sun et al., 2012; Cai & Sevilir, 2012). The advantage of us-
ing the SDC database was that it allowed us to distinctively compare collected M&A 
information between Chinese acquirers and Japanese target companies. We identified 
acquisitions in the SDC database as successful deals where there was more than 5% 
ownership after the deal. Although the first author of this paper is a Chinese citizen we 
were not able to collect trustworthy data from the Chinese government sources. 

3.1 Data description

We examined cross-border acquisitions from 2002 to 2016 as our total population. No-
tably, the acquirers or the acquirers’ parent companies were registered in China, and 
the targets were located in Japan. We first identified a total of 75 successful cross-bor-
der FDI transactions by Chinese MNEs. During the sample selection process, however, 
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transactions having the following attributes were excluded from our original popula-
tion: (1) capital increases of previous transactions; (2) undisclosed acquirer’s name or 
target name; (3)  transaction for forming a joint venture instead of an acquisition; and 
finally, (4) insufficient information either at the official target firm websites, or at any 
other databases such as “Bloomberg” or “CNINFO”, or the Chinese News Net. As a 
result, the final sample was reduced to 39 cross-border acquisitions of Japanese targets 
by Chinese firms. 

3.2 Data Analysis Tool

In order to classify our sample firms, we performed Fisher’s exact test on our sample of 
39 acquirers. This is a statistical test used to determine if there are associations between 
two categorical variables. For this, we checked the difference in the proportions of a 
market-driven or a resource-driven intention by dividing firms into two groups, ear-
ly versus late investors. We further split the Japanese target firms into two groups. We 
classified the first group as acquired by Chinese firms with a resource-driven intention, 
i.e. they were identified as being acquired by Chinese firms with the intention of trans-
ferring technology and brand names back to China. The second group comprised Chi-
nese firms which intended to enter the Japanese market through their acquisition. Our 
classification was based on the acquirer’s M&A report and the financial statement of 
the year of the transaction. We also took into consideration the acquirer’s public press 
releases that included the CNINFO Database and were designated for information dis-
closure by the China Securities Regulatory Commission (CSRC). We prioritized the 
acquirer’s disclosure information on the CNINFO Database for further analysis. For 
Chinese firms taking a resource-driven approach in their acquisition, we scrutinized 
specific statements in their official reports, looking out for sentences or nuances in the 
official reports like “… future development in China…” (Edifier, 2011, Dec 7, p.4), “…
acquiring the advanced technologies from Japanese target…” (Insigma Technology, 
2011, June 14, p.8), or to “…introduce the brand in the Chinese market…” (Dongx-
iang, 2009, p.3).

In cases where Chinese firms intended to enter the Japanese market, we detected 
words such as “…in order to gain market power in Japan…” (Haier, 2011, July 28, p.39), 
or “… to serve Japanese customers” (Talkweb, 2015, Aug 6, p.3). Additionally, when 
the market-driven approach was adopted, Chinese headquarters rather hesitated to lay 
off Japanese employees at the target firms since the acquiring firms needed the local 
employees’ accumulative knowledge in the Japanese target market. We classified such 
cases as market-driven; they also included instances where new service lines were ac-
quired.
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4. Results

4.1. Classification of market-driven and resource-driven investments

In Table 1, we see that early Chinese acquisition’s strategic motivations tended to be 
more resource-driven. For example, Shandong Ruyi acquiring Renown, and Haier ac-
quiring Sanyo can serve as examples of Chinese resource-driven acquisitions because 
Chinese acquirers aimed for advanced technology or brand names. At later stages, pre-
cisely since 2013, Chinese firms have become more market-driven. The Chinese firm 
Laox, e.g., serves as a typical market-driven acquisition by a Chinese acquirer targeting 
a firm in the Japanese retail market.

TABLE 1. Deals classified as market-driven and resource-driven investments

Year Number of investments Market-driven Resource-driven
2002 1 0 1
2003 1 0 1
2004 1 0 1
2006 2 1 1
2008 3 0 3
2009 3 1 2
2010 9 0 9
2011 5 0 5
2012 3 0 3
2013 1 1 0
2014 2 1 1
2015 4 1 3
2016 4 3 1

The classification of investments is done by separating earlier and recent investments 
(Attachment 1). Fisher’s exact test was then conducted to investigate its significance. 

Fisher’s exact test for separation of investments is presented in Table 2.

TABLE 2. Aggregated separation of investments

Investment 
Period/Approach Resource-driven Market-driven

Earlier investments 
2002–2012 26 2

Later investments 
2013–2016 6 5
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Fisher’s exact test results show that the proportion of resource-driven and mar-
ket-driven investments statistically differs between early and late investments at the 1% 
level (Attachment 2). The corresponding odds ratio of 9.97 showed the possibility that 
recent Chinese cross border investments which were market-driven were almost ten 
times as high as those which were resource-driven.     

4.2 Industry separation

Industry separation helped us to validate our findings of the driving forces behind 
changes. According to the SDC database, the 39 acquirers belonged to 16 industry 
sectors, such as Electronic and Electrical Equipment, Business Services, Miscellaneous 
Manufacturing, etc. However, the authors were aware that the SDC database did not 
always classify the acquisition’s target industry correctly. For example, Fosun Interna-
tional acquired Idera Capital Management in 2014, and the industry sector was marked 
as “Drugs”. The first author carefully affirmed relevant management reports that were 
presented in Chinese and English. For instance, it was found that when Fosun Interna-
tional acquired Idera Capital Management, the official report stated: “…IDERA will 
become a platform for Fosun to invest in real estate in the Japanese market and continue 
to provide excellent real estate funds and asset management services for Western and 
Japanese investors…” (Fosun, 2014, Mar 26, p.22). Thus, we correctly classified the 
target industry of Fosun as “Business Services”. Since we were interested in categorizing 
target industries that adopted resource and market-driven approaches, we categorized 
them into six sectors: manufacturing, high-tech, pharmaceuticals, retail, business ser-
vices, and tourism. Table 3 shows our target sample industry classification.

TABLE 3. Target industry classifications

Industry/ Period Earlier investments 
(2002–2012)

 Later investments 
(2013 – 2016)

Target Industry Market-driven Resource-driven Market-driven Resource-driven

Business Services 0 1 1 0
High-tech 0 6 1 2
Manufacturing 1 15 1 3
Pharmaceuticals 0 3 0 0
Retail 1 1 0 0
Tourism 0 0 3 0
Grand Total 2 26 6 5

Table 3 indicates that acquisitions from firms in the manufacturing industry have 
decreased recently, while the ratio of acquisitions in the high-tech industry has in-
creased. For business services and retail, the ratio of market-driven acquisitions and 
resource-driven acquisitions was equally distributed. For the pharmaceutical industry, 
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all acquisitions were resource-driven. One interesting phenomenon discovered in the 
current research was that Chinese acquirers had started to target Japanese firms in the 
tourism industry. All three cross border acquisitions in the Japanese tourism industry 
happened recently and were all classified as market-driven acquisitions. In the follow-
ing we present short case studies of market-driven acquisitions. 

5. Case Studies

5.1 Tamadai Takeover by Dalian Jinwen

Dalian Jinwen Jinshu Zhipin (Dalian Jinwen) acquired Tamadai at the time when Chi-
nese acquirers were notorious for their resource-driven acquisitions in Japan. Chinese 
acquirers then were perceived as taking core technology and the brand names back to 
China without having any consideration for the target employees (Dasen International, 
2017). When Tamadai could not find any domestic ( Japanese) firm that was willing to 
acquire it because of the shrinking Japanese aluminum die-casting market, the Chinese 
investor Dalian Jinwen stepped in. It was the only firm willing to accept the challenges 
that came with the acquisition of Tamadai (Dasen International, 2017). Dalian Jinwen 
was engaged mainly in aluminum die-casting, aluminum product processing, riveting 
mechanical processing, import and exports of products and technology. Its main stake-
holder, Dalian Pengcheng Investment Group (Dalian Pengcheng), had already estab-
lished partnerships with several Japanese companies before the takeover of Tamadai.

The acquisition of Tamadai represented a turning point. When the Japanese target 
firm accepted the bid by the Chinese acquirer, it stipulated two conditions, viz. the in-
ternal management system of the company must be maintained, and employees’ safety 
should be guaranteed by providing stable working conditions. Dalian Metal accepted 
these conditions and acquired Tamadai. Accordingly, Dalian Jinwen transferred man-
agement responsibilities to the Japanese target, Tamadai. The capital invested in Tama-
dai saved the company from closing down. 

5.2 Idera Capital takeover by Fosun

The Japanese firm, Idera Capital Management Ltd (Idera), was acquired by the Chinese 
firm Fosun International Ltd (Fosun). It was Fosun’s first attempt at a cross border ac-
quisition in Japan. Idera’s business comprised mainly fund management and asset man-
agement. The target was mainly involved in stocks, bond market, and local real estate 
markets. In addition, the target also provided consulting services in the real estate mar-
ket. The Chinese Fosun group originally had investments focusing on the Chinese pow-
er plant industry. Before taking over Idera, Fosun had started to increase its overseas 
asset allocations. Its investment strategy was to focus only on industries and sectors that 
could benefit by China’s growth, the so-called “China power grafting global resources” 
(Fuxing, 2015 Mar, p.21). Fosun’s global strategy map designated IDERA as Fosun’s 
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real estate investment management platform in Japan (Fuxing, 2015 Mar).  At the same 
time, IDERA became a hub for connecting real estate investment opportunities and 
investors in China, Japan and even third countries. Hence, acquiring Idera further glo-
balized Fosun, opening doors not only to Japan but also to third countries. With Idera’s 
networking, Fosun could ease their liability of foreignness (LoF) by investing in the 
Japanese market.

The comparative ownership advantage of Fosun was its strong financial resourc-
es. With new capital injection by the Chinese firm, Idera became again a financially 
healthy firm.

5.3 Tomamu takeover by Yuyan

Shanghai Yuyuan Tourist Mart (Yuyuan) announced the purpose of acquiring the Ho-
shino Resort Tomamu (Tomamu) in Hokkaido in 2015: “…in order to expand the 
company’s industrial investment, the company has been actively seeking investment 
opportunities in tourism and business based on our development strategy…” (Yuyuan 
Group, 2019, Mar 22, p.98). The Chinese acquirer Yuyuan operated commercial facili-
ties around Yu Garden, a famous scenic spot in Shanghai. The Japanese target Tomamu 
Resort was a comprehensive resort facility. In addition to the ski resort, there were fa-
cilities such as hotels and golf courses. After the acquisition, the resort continued to be 
managed and operated by the Hoshino Group. The primary purpose of the acquisition 
by Yuyuan was to attract Chinese guests to the Hoshino Ski resort owing to the increas-
ing popularity of Japanese ice and snow spots. According to the 2018 tourism report 
published by Hokkaido Tourism Bureau, the number of Chinese tourists arriving in 
Hokkaido had been growing steadily. From 2016 to 2018, the ratio of Chinese tourists 
increased by 21.8%; their number was the highest, country-wise.

In this acquisition, Yuyuan took advantage of its comparative ownership advan-
tage. There was no other competitor more familiar with Chinese tourists and closer 
to the Chinese tourism market than a Chinese tourism company. Yuyuan could use 
its resources in the home country, and its marketing experience to promote Hoshino 
Resort Tomamu in China. As a result, Yuyuan increased its presence in Japan through 
Tomamu, attracting more Chinese tourists, especially to Hokkaido.

Meanwhile, keeping Tomamu under the management of the Hoshino Group 
showed that Yuyuan respected Japanese management. The reason for Chinese tourists 
to purchase Japanese-made products was their high quality (Qiong & Chen, 2018). In 
other words, it was the cultural distance between the two countries that made the busi-
ness attractive and successful for both sides. We also argue that the decision to retain 
the management of the target firm was a result of the acquirer becoming more experi-
enced at addressing the liability of foreignness (LOF) since the main stakeholder of 
Yuyuan was Fosun Group, an investment group having vast experience in real estates 
and hotel acquisitions.
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5.4 Hotel Takitei takeover by Tui

Chinese Zhejiang Hangzhou Tui Group (Tui) acquired Hotel Takitei in Izu-shi (Tak-
itei) in 2016. The acquirer expected to “buy and operate local hotels in Japan, in order 
to provide better traveling products for Chinese tourists from the Yangtze River Delta” 
(Pinchain, 2016, p.1). Generally speaking, during a six-day tour in Honshu, Japan, Chi-
nese group tourists would not leave Japan without spending at least one night in a hot 
spring hotel. With the acquisition, Tui successfully reduced business costs in outbound 
services for Chinese tourists. Tui, already a globalized tourism firm, found a target to 
provide more value to their (mainly) Chinese customers visiting Japan. The acquirer, 
located in China, provided professional outbound travel services for Chinese citizens as 
well as inbound travel services for foreign visitors to China. Takitei was a Japanese-style 
hot spring hotel with 40 rooms. The hotel was close to Shuzen temple, a must-go local 
scenic spot, and on the street not far from the hotel; there were kimono rental, bubble 
pool, 60-year-old coffee shops, century-old tofu shops, etc. It must be pointed out, how-
ever, that this acquisition was closer to the previously traditional Chinese cross-border 
acquisition style, i.e. buying old, reputable firms that had low profitability. Takitei had 
been in deficit for a while before takeover talks started.

Unlike Yuyuan, which left Hoshino under the management of the Hoshino group, 
Tui decided to control the operative hotel management completely. The company had 
knowledge of what Chinese tourists expected to experience in Japan, and so Takitei 
had to undergo certain rectifications to meet the needs of Chinese tourists. Chinese 
waiters were hired so that there would not be language communication problems. The 
new menu included the famous Japanese crab dishes. In addition, Takitei started to 
provide bicycle rides and other tourism projects in order to satisfy the needs of tourists, 
especially those from China. The comparative ownership advantage of Yuyan to have 
access to Chinese tourists made up for the deficit, even turning Takitei into a profitable 
business, and that too was accomplished just in the first two months after the takeover. 
Thanks to Tui’s access to Chinese tourists, the occupancy rate of the hotel increased 
from less than half to almost 90%. Often (especially during peak seasons), there were 
more customers than Takitei could serve. The firm then decided to introduce these 
(mainly Chinese) customers to other local hotels. Subsequently, the acquirer began to 
build up a business network locally and was no longer perceived as an outsider in the 
Japanese hotel industry, especially at this tourism spot.

5.5 Sinewave takeover by iFLYTEK

iFLYTEK Co Ltd (iFLYTEK) acquired Japanese Sinewave in 2016 to become more 
globalized. The acquiring company was a Chinese information technology company 
established to focus on voice recognition software and voice-based internet / mobile 
products covering education, communication, music, and intelligent toy industries, etc. 
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Before the takeover, Sinewave was an information technology company in language ed-
ucation and developed related software for this industry (Sinewave, March 2017, p. 10).

Prior to the acquisition, iFLYTEK’s recognition software was widely applied in Chi-
na for conducting Chinese language proficiency tests, English listening and oral tests as 
part of the university entrance examinations (referred to as Gaokao), College English 
Test (CET) Band 4 / Band 6, and the Mandarin proficiency test (referred to as HSK). 
Through the Chinese investment, iFLYTEK opened up the Japanese market by making 
use of its technology and experience in language education as its comparative owner-
ship advantage, thus increasing the range of choices available to the Japanese smart edu-
cation market. In 2018, the Japanese computer-based English testing company (CBT), 
together with Sinewave, held a press conference at the University of Tokyo where CBT 
introduced the initial English proficiency test. At the conference, CBT showed that the 
AI automated score system innovated by Sineware was at a level of accuracy as manual 
scoring. In 2019, CBT introduced an AI-based automated scoring system in parallel 
with the usual manual scoring to improve the scoring accuracy and efficiency (Riben 
Xinxi Pingtai, 2018). It can be argued that by taking over Sinewave, iFLYTEK was no 
longer an outsider to the smart education business in Japan. Further, the Chinese ac-
quirer could not have cooperated with CBT without the acquisition of Sinewave to 
enable use of its networks.

5.6 Watanabe takeover by QPG

Qingdao Publishing Group (QPG) acquired Japanese Watanabe Junichi Bungakukan 
(Watanabe) located in Sapporo, Hokkaido. The bungakukan (literature museum) op-
erated under the Japanese firm Daio Paper Corporation (Daio) prior to the takeover 
in 2016. The Watanabe Museum of Literature was designed by the famous designer 
Ando Tadao, with three floors above ground and a basement with a total construction 
area of about 1,300 square meters. The Literature Museum, established in 1998, had 
a display of manuscripts, writings, and pre-natal materials of famous Japanese writers 
such as Watanabe Junichi. QPG described this cross-border acquisition as a strategy 
to obtain copyrights and to strengthen the publishing business of Japanese literature 
in China. Besides, there were recent tendencies to promote Chinese culture globally 
(Huaxia Jingwei, 2016). QPG had been focusing on publishing Japanese literature in 
the Chinese market for years and, through the takeover, QPG introduced Chinese lit-
erature into the Japanese market. The company was, thus, able to globalize their literary 
products through the takeover.

Moreover, there was high interest from the Japanese side to close the deal. In recent 
years, along with Watanabe Junichi’s passing, the number of visitors to the bungakukan 
had been on the decline. In contrast, the popularity of his literature in China had risen. 
QPG took advantage of its marketing experience and business network in China to at-
tract more Chinese tourists to the spot. As entrance to the museum had always been free 
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of charge, Daio probably sold the bungakukan to the Chinese acquirer to ease their finan-
cial burden. Since many of Chinese acquirers are generally cash-rich, it could be argued 
that, at least in the short run, they would not emphasize profits as their ultimate goal.  

6. Discussion

On the tenets of the ownership-location and internalization strategy by Dunning, we 
validated and empirically examined Chinese acquirers’ strategic motives to acquire Jap-
anese firms. Our findings indicated that their strategy had switched from a previously 
solely resource-driven approach to a recently more balanced approach that included 
more market-driven acquisitions, thereby validating our Hypothesis 1. In case studies, 
it was observed that Chinese acquirers enjoyed comparative ownership advantages 
and improved the performance of their Japanese targets. An examination of the de-
tails of Chinese acquirers’ comparative ownership advantages revealed that Chinese 
firms provided funds, global networking, marketing, and managerial knowledge – and 
in one case, even advanced technology. Hence comparative ownership advantages are 
no longer solely traditional resource-driven advantages, but are nowadays also mar-
ket-driven advantages.

Several observations were noted. First, the target industries of market-driven ap-
proaches were diversified. In our sample, the market-driven acquisitions covered target 
industries in manufacturing, business services, high-tech, retail, and tourism. Notably, 
we observed that the tourism industry is a new rising star of Chinese market-driven 
acquisitions in Japan. Many Chinese firms seem to promote Japanese tourist spots for 
Chinese tourists using resources and services. We predict that in future there will be 
more Chinese acquisitions in Japan, especially in industries where Chinese customers 
are the focal point, such as hotels or shopping centers. Similarly, Chinese real estate 
agencies and individual Chinese investors would also view Japanese targets as being 
attractive. 

Second, the change in Chinese acquirers’ strategic motive shows that these firms are 
getting more experienced in cross-border acquisitions, and also, as they begin to un-
derstand better the particularities of the Japanese market, they become more long-term 
oriented. Chinese firms seem to have learned how to get into a new market (e.g. Japan) 
to build business networks in order to ease their liability of foreignness and to make 
use of their comparative ownership advantages. In early research about resource-driven 
acquisitions, Chinese acquirers took technology or brand back to their home country, 
generating profit by using advantages of lower labor cost (at home) in China, natural 
resources, and a large and relatively underdeveloped capital market (in China). How-
ever, many Chinese firms have realized that labor cost also in China will increase. For 
instance, it is more profitable for a Shanghai travel agency to send their Chinese clients 
to Japan than to other regions in China. In order to realize stable long-term profits, 
Chinese firms, therefore, have started to optimize their global network by transferring 
operational and managerial knowledge to build global value chains. 
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Third, some Chinese acquirers enjoy their comparative ownership advantages 
through superior knowledge-based assets. As the high-tech industry in China is devel-
oping rapidly, iFLYTEK acquiring Sinewave, for instance, shows that the Chinese ac-
quirer can be superior in providing professional technology. Other examples are hotel 
acquisitions. Chinese acquirers often have better access to Chinese tourists, i.e. they 
are closer to the target tourist market which is located in China rather than in Japan. 
Furthermore, with Chinese acquirers’ global resources in the background, at least some 
of them are now fostering their targets to become more globalized after the takeover. 
Japanese firms should no longer be afraid of being taken over by Chinese firms. Unlike 
takeover investments many years ago, there is no doubt that Chinese acquirers nowa-
days are seeking a win-win situation, seeking to gain entry into the Japanese market.

Lastly, despite the fact that many Chinese acquisitions are becoming market-driven, 
resource-driven acquisitions may still be the preferred choice for some industries. For 
example, in our data analysis, we could not detect any recent market-driven acquisition 
in the pharmaceutical industry. It is not difficult to understand the mechanism behind 
this phenomenon. China’s core advanced technologies in drug R&D are still lagging 
behind those of other developed countries such as the US or Japan. In a previous call 
by the Chinese government to forge so-called strategic partnerships, some Chinese 
pharmaceutical firms have aligned with other foreign firms from developed countries. 
However, these other firms are (understandably) not interested in sharing their core 
technologies with Chinese firms that want to gain core technologies fast and seemingly 
effortlessly through cross-border mergers and acquisitions. Thus, we are still expecting 
more acquisitions in industries where Chinese firms themselves have not yet mastered 
core technologies.

7. Concluding Observations

On the grounds of the ownership-location and internalization theory, this study shows 
preliminary evidence of a change of strategic motive by Chinese acquirers in Japan. For 
this, we conducted Fisher’s exact test on 39 cross-border acquisitions made by Chinese 
listed companies in Japan. The results show that Chinese acquirers’ strategic motives 
are no longer solely resource-driven; they have also become market-driven in their ap-
proach recently. We have examined six market-driven acquisitions by providing back-
ground in the form of small case studies. Notably, the tourism industry is becoming a 
popular way for Chinese acquirers to get into the Japanese hotel and recreational sector. 
In future, it seems likely that there will be more Chinese acquisitions in service indus-
tries to cater to Chinese tourists in Japan. The change in the strategic motive also shows 
that Chinese acquirers have acquired greater acumen in cross-border acquisitions after 
many years of experience. Most investment these days are long-term orientated. In our 
small case studies, we note that Chinese acquirers have led their Japanese targets to 
productivity improvement and wider globalization.
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Our study has some managerial implications for both Chinese acquirers and Japa-
nese targets. First, Japanese targets should no longer resist Chinese acquisitions as long 
as they are market-driven and friendly in their intent. With a plenitude of resources of-
fered by many Chinese firms, we expect Japanese targets to be better off in the long run. 
Second, since Chinese acquirers are still reluctant to take over cross-border firms, they 
should consider negotiating with their targets about the organizational structure after 
the takeover. Third, Chinese firms which attempt pure resource-driven acquisitions 
should develop a long-term target strategy and consider the necessity of an integrated 
strategy that combines both resource-driven and market-driven approaches.

Our study has several limitations that can be addressed in future research. First, we 
looked only at Chinese acquisitions of Japanese target firms. Future studies should in-
vestigate whether strategic motives change when targets are located in other countries. 
Second, our data source only contains Chinese listed-companies, and we have to con-
tend with a small sample size which prevents us from categorizing the companies as 
state-controlled or private firms.

Furthermore, Chinese medium and small-sized companies are becoming active 
players in Chinese outward FDI. It would be interesting to study the strategic motives 
of such companies. Also, some acquisitions which we classified as resource-driven had 
at least some market-driven aspects and – from a different mindset – could be classified 
as market-driven. 

Finally, the cut-off of our Fisher test was the year 2013, as we saw many Chinese 
firms behaving in a different pattern from this point in time. Taking a different year for 
grouping our sample might affect the results. 

In spite of all these limitations, we hope that this study will serve as a first step to-
wards discovering and understanding much more about Chinese investment behavior. 
It will most likely become an important topic in future business research as Chinese 
investments are increasing worldwide.
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Attachment 1. Timing and count of investments

Timing Count Resource-driven Market-driven Total

Earlier investments 
(2002–2012) Count 26 2 28

☐ Expected Count 22.3 5.7 28
Later investments 
(2013–2016) Count 5 6 11

☐ Expected Count 8.7 2.3 11
Total Count 31 8 39

Attachment 2. Chi-Square test, including Fisher`s Exact test

Chi-Square Tests Value df
Asymptotic 
Significance 

(2-sided)

Exact Sig. 
(2-sided)

Exact Sig. 
(1-sided)

Pearson Chi-Square 10.883a 1 0.001 ☐ ☐

Continuity Correction 8.17 1 0.004 ☐ ☐

Likelihood Ratio 10.011 1 0.002 ☐ ☐

Fisher‘s Exact Test ☐ ☐ ☐ 0.003 0.003
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