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1. INTRODUCTION 

This thesis presents a detailed and in-depth analysis of the role that geopolitics plays 

in shaping corporate strategies. Through a thorough investigation, it shows how 

global factors are redefining the rules of the game, significantly affecting corporate 

strategic decisions and the architecture of institutional governance. The work 

analyses the impact of the geopolitical context on strategic business decisions and 

the implications from a managerial and institutional perspective. It argues how the 

geopolitical element is becoming increasingly important in a new historical phase. In 

a geopolitical momentum characterised by deglobalisation, the redefinition of value 

chains, and friend-shoring, international strategies focused on supply chain 

efficiency, in line with what international trade studies indicate, appear to become 

more focused on minimising geopolitical risk. In this context, we have argued how 

various phenomena, both historical in nature (such as the pandemic and the Russian 

war against Ukraine) and the evolution of long-term decoupling strategies, concur. 

The thesis explores how increasing protectionism and geopolitical tensions are 

changing global supply chains. Particular emphasis is placed on the challenges 

companies face in managing increasing risks related to political and economic 

instability. It emphasises the importance of adopting strategies to mitigate the risks 

associated with these changes. 

We analysed the case of China as an exemplary case in this pattern. In particular, we 

looked at how Italy's role in China's international strategy has changed in terms of 

volume and strategy. To do so, we constructed a dataset of 319 transactions from 

1998 to 2022, analysing the strategic driver that motivated it and the historical 

pattern of the evolution of opening, development and redefinition of chains using the 

categories developed in the international business literature. Through this dataset, 

we also assessed the impacts on target companies. The Chinese example was 

identified as a primary actor and driving force behind the phenomena discussed. Over 

four decades, China's transition from a global manufacturing hub to a major 

geopolitical force has profoundly affected its global interactions, particularly with 
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Europe. We have described the political evolution of China, which in the span of 

twenty years has gone from being a country with an agricultural economy to 

becoming a leading economic power, through the development of an enormous 

industrial capacity. Precisely this overcapacity, as well as the redefinition of the global 

value chain, is among the decisive factors of the most ambitious plans launched by 

the Chinese government. Above all, the Made in China 2025 strategy to reposition 

China in the high value-added segment of the latest technologies, and the Belt and 

Road Initiative, the huge infrastructure development plan to develop global 

connectivity and find a secure use for the accumulated foreign currency reserves, 

favouring its enterprises through the rationalisation of export channels. Finally, the 

new phase of 'deglobalisation' described above has also led to a partial withdrawal 

of China's foreign exposure. This path is highlighted through a detailed analysis of our 

dataset, demonstrating China's strategic adaptation to capture value in a changing 

global economic environment marked by deglobalisation. China's approach during 

this period represents a nuanced shift to a strategic redefinition of its global value 

chains. The patterns observed indicate China's efforts to adapt to geopolitical 

changes without abandoning the pursuit of strategic economic policy objectives. 

China's strategic adaptation signifies a major realignment of the global economic 

order. The insights from the analysis provide a comprehensive view of how China has 

strategically adapted to capture value in different forms, highlighting the importance 

of adaptability in a rapidly changing global economic and political landscape. As 

Chinese policy has changed, so has Italy's position as a destination for Chinese 

investments. 

Literature and the analysis of original data collected shed light on the Chinese 

investment strategy in the Mediterranean country. On the one hand, market 

research, driven by the size of the domestic market, EU membership, the opportunity 

to develop a better capacity to respond to more sophisticated consumption, the 

improvement of brand reputation to open up new segments. On the other hand, the 

search for strategic assets such as design capabilities and technologies in mature 

sectors, operations that are significantly decreasing after the application of 
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protection instruments. For this reason, and due to the characteristics of the Italian 

economy, investments are increasingly market-oriented rather than focused on the 

acquisition of technological assets and they are developed with a geographical 

distribution consistent with the structure of production districts. Paradoxically, at the 

moment it is precisely greenfield investments (apparently of more direct benefit to 

the system's economy) that are the most sensitive from the security point of view 

due to the nature of the sectors involved, such as digital infrastructure. This 

phenomenon, as highlighted, has slowed down in recent years due to new 

investment approval regulations in China and the implementation of stricter 

screening systems in European countries. There are indeed risks of a strategic nature 

to be guarded against, including through the judicious adoption of recently 

developed golden power legal instruments. However, the impact on the companies 

involved in the transactions seems positive overall. In fact, it is intuitive to believe 

that the potential creation of synergetic value and the growth of the target company 

are an indispensable condition to proceed with an acquisition. The structure of Italian 

companies, on average very small and under-capitalised, is a further significant 

element to be considered when assessing the determinants and impacts of the 

phenomenon from a corporate point of view. As demonstrated, the performance of 

acquired companies in terms of dimensional growth, financial solidity, productivity 

and results improves. The research clearly shows the benefits on the financial and 

capital structure of the sample already one year after the entry of the new Chinese 

majority shareholders. At the aggregate level, the companies considered show a 

reduction in leverage. However, the non-linear effects on employment will require 

further investigation and may need careful consideration. Moreover, the 

reconstructed database does not yet allow for a full appreciation and assessment of 

the scale and effects of divestments. 

The analysis of the phenomenon through the Chinese case also provided an 

important methodological insight into the monitoring of these dynamics. The thesis 

therefore highlights the vital role of strategic intelligence in understanding and 

navigating this new economic environment. Strategic intelligence goes beyond simply 
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collecting data; it involves analysing, interpreting and applying information to make 

proactive and informed decisions. For Italian companies, this means actively 

understanding global changes, identifying potential risks and capitalising on 

opportunities, while protecting their values and competitive position. 

We then analysed the managerial and institutional implications of this new weight of 

the geopolitical element in industrial dynamics. On the one hand, the need for the 

State to develop those dynamic capabilities that are fundamental to strengthen a 

rapid and resilient system and protecting the national interest in the geo-economic 

scenario. This concept goes beyond the efficiency of public administration, extending 

to a broader perspective concerning the protection of national value and the 

industrial system. Dynamic State Capabilities represent the ability of government 

institutions to adapt nimbly and strategically to changing circumstances. It includes 

the ability to formulate effective public policies, coordinate the actions of various 

government agencies and take timely measures to protect and promote national 

interests. From this perspective, we assessed the role of a coherent restructuring of 

the intelligence system, the application of legal protection instruments and the 

crucial role of strategic economic intelligence. Adapting to deglobalisation and the 

reconfiguration of global value chains offers challenges and opportunities for the 

Italian economy and the country's Information and Security Agencies assume an 

exceptionally strategic role. This work highlights the link between robust governance 

structures and corporate resilience and argues the need for strategic collaborations 

to enhance dynamic public capabilities, going beyond the mere pooling of resources 

to include the sharing of knowledge, skills and diverse perspectives. 

On the other hand, there is the need for companies to structure new organisational 

processes consistent with the priority of managing geopolitical risk. The integration 

of geopolitical awareness requires a sophisticated approach to business 

management. This involves a rigorous and continuous analysis of global economic 

variables and their impact on business decisions. Companies need to be able to 

predict and react to economic fluctuations caused by geopolitical events, integrating 
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this understanding into their deep-seated strategies, affecting the training of 

managers, but also their operational life in terms of budgeting, investment and 

growth. Moreover, a deep understanding of geopolitical trends enables companies 

to identify new market opportunities and mitigate risks, while maintaining a 

competitive position in a changing global competitive landscape. In the Italian 

economic context, dominated by small enterprises, the concept of geopolitical 

management extends far beyond mere business management, becoming a crucial 

issue that also involves intermediate bodies and supply chains. In order to bridge the 

gap between business and the geo-economic dimension, the thesis therefore 

formulates a number of policy hypotheses aimed at creating institutional spaces that 

integrate the country's technological, scientific and industrial skills. It suggests ways 

to harmonise the national geo-competitive dimension with the geo-strategic 

business dimension. Deglobalization represents a significant shift in the global 

economic landscape, a move away from the interconnected, efficiency-driven model 

that has dominated the world economy for decades. This shift is reshaping how 

businesses approach their operations and strategies, prompted by various factors 

including economic uncertainties, environmental concerns, geopolitical shifts, and 

technological advancements. 

The first major impact of deglobalization is on supply chain management. For years, 

businesses have extended their supply chains across continents, leveraging global 

efficiencies and lower costs. However, recent global events, such as pandemics, trade 

conflicts, and environmental crises, have exposed the inherent vulnerabilities of this 

model. Extended global supply chains are prone to disruptions, leading to significant 

operational and financial challenges. In response, businesses are now prioritizing 

resilience over cost-efficiency. 

A key strategy in this new approach is the diversification and localization of supply 

chains. By reducing reliance on far-flung suppliers and focusing more on local and 

regional sourcing, businesses aim to mitigate the risks of global disruptions. This shift 

not only enhances supply chain resilience but also aligns with growing consumer 

demand for locally-sourced and sustainable products. However, this transition isn't 
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straightforward. Localizing supply chains often involves higher costs and challenges 

in maintaining the efficiency and economies of scale that global sourcing provided. 

Another significant impact of deglobalization is on production processes. There's a 

growing emphasis on sustainability and environmental responsibility. Regulatory 

pressures and changing consumer preferences are driving businesses to adopt 

practices that are economically viable, environmentally sound, and socially 

responsible. This involves using renewable energy sources, reducing waste, and 

implementing circular economy principles. These changes are not just about 

compliance or public image; they're a strategic response to a changing market where 

consumers increasingly make purchasing decisions based on a company's 

environmental and social impact. Technology is a critical enabler in this transition 

towards deglobalization. Digital technologies such as artificial intelligence, the 

Internet of Things, and big data analytics are becoming indispensable for businesses 

adapting to a less globalized world. These technologies offer deep insights into 

market trends, optimize resources, and manage risks effectively. Additionally, they 

enable businesses to maintain efficiency and connectivity in operations, even as 

physical supply chains become more localized. 

The path towards deglobalization is fraught with challenges. Political factors such as 

protectionist policies and trade barriers complicate the transition to localized models. 

These policies can lead to increased operational costs and market fragmentation. 

Moreover, transitioning to a deglobalized model requires significant investments in 

new technologies and infrastructure. This shift can strain resources, especially for 

smaller businesses that may not have the capital to invest in such changes. Despite 

these challenges, deglobalization offers numerous opportunities. It encourages 

innovation and exploration of new markets. Local and regional markets, previously 

overshadowed by global markets, now present new avenues for growth. Companies 

are finding opportunities to develop new products and services aligned with the 

principles of sustainability and resilience. This shift is driving innovation across 

various sectors, as businesses seek new ways to remain competitive in a changing 

economic landscape. 
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Background 

Deglobalization represents a significant shift in the global economic landscape, 

marking a transition from an interconnected efficiency-driven model that has 

dominated the world economy for decades to an approach that prioritizes resilience 

and security. This shift is redefining how businesses approach their operations and 

strategies, driven by various factors including economic uncertainties, environmental 

concerns, geopolitical changes, and technological advancements. 

This study offers an interdisciplinary analysis that combines economic and 

institutional aspects to understand how the production system is responding to 

deglobalization and foreign investments. It provides a holistic view that integrates 

various perspectives to offer a comprehensive understanding of the dynamics at play. 

Deglobalization also has profound implications for global trade and economic 

dynamics. The shift from global to local supply chains is reshaping trade patterns. 

While this could lead to a reduction in international trade volumes, it might also spur 

the growth of regional trade agreements and partnerships. Economies that have 

been heavily reliant on exports may need to adjust their strategies and focus more 

on developing internal markets and capabilities. 

From an environmental perspective, deglobalization has the potential to bring about 

positive changes. Reduced reliance on global supply chains can lead to a decrease in 

the carbon footprint associated with transportation of goods across long distances. 

The focus on sustainable practices in production processes can contribute to a 

reduction in industrial waste and pollution. However, it's important to balance these 

environmental benefits with the economic implications, ensuring that the transition 

towards sustainability is both environmentally beneficial and economically viable. 

Deglobalization also has societal implications. As businesses shift towards local 

sourcing and production, there could be an increase in local employment 

opportunities. This could help in addressing some of the inequalities that have been 

exacerbated by globalization. However, there's also the risk of increased costs for 

consumers as businesses pass on the higher costs of localized production. 
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Looking ahead, the future of global business in a deglobalized world will likely be 

characterized by a balance between local and global strategies. Businesses will need 

to be agile, adapting their strategies to the changing economic, political, and 

environmental landscape. This may involve a combination of localized and global 

supply chains, sustainable production practices, and a greater focus on digital 

technologies to maintain efficiency and competitiveness. 

Deglobalization represents a complex and multifaceted shift in the global economic 

landscape. It requires businesses to rethink their strategies and operations, balancing 

efficiency with resilience. The production system serves as the backbone of the 

economy, and safeguarding it is vital for maintaining GDP, which significantly impacts 

societal well-being. Globalization has been a longstanding phenomenon, yet 

deglobalization remains insufficiently explored. In this context, securing global value 

chains becomes imperative, prioritizing not just corporate efficiency measured by 

reduced production costs but also fostering business relationships with trustworthy 

partners in non-hostile countries (the concept of friend-shoring). 

Italy has approximately 150 industrial districts needing protection against potential 

foreign predatory threats seeking to acquire technologies or disrupt the competitive 

balance between foreign and domestic firms. Some companies, not necessarily the 

largest or most technologically advanced, can generate cascading effects when 

attacked or distressed due to their central position in the value chain, creating 

bottlenecks that jeopardize the entire production system. 

In the future, the significance of a company's nationality will grow, reflecting an 

evolving relationship with the home state in international competition. Economic 

intelligence will become increasingly essential as part of national security and 

intelligence services, aligning with global best practices. Businesses and the state will 

rely on each other to access geopolitically sensitive information and protect the 

economic-production system while respecting corporate independence and 

economic interdependencies. 

Most small and medium-sized enterprises (SMEs) and only a few large ones could 

independently bear the costs and efforts required to protect their markets, 
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technologies, development projects, and competitiveness. It is crucial to elevate the 

strategic awareness of both institutions and businesses through practical initiatives, 

such as events and discussions. Establishing the Ministry of Business and Made in 

Italy sends a powerful signal. 

The 2007 intelligence services reform and the recent amendment to the Golden 

Power legislation (March 2022) follow the same trajectory, considering the new 

responsibilities granted to the Guardia di Finanza and its mission to safeguard and 

protect the economic system's health. In 2022, 608 notifications were submitted to 

the Presidency of the Council of Ministers under the Golden Power mechanism, 

reflecting a 22 percent increase compared to the previous year. Notifications 

predominantly involved defense, national security, 5G, energy, transportation, and 

communications sectors, but the legislation's scope is expected to broaden. 

The current situation calls for enhancing the administration and public capacity to 

bolster the country's economic resilience, with the Golden Power legislation serving 

as a strategic tool to protect national interests. The ‘shareholder state’ has evolved 

into the ‘regulator state,’ and the Golden Share has transformed into Golden Power. 

It is necessary to strike a balance between attracting investment and aligning it with 

national strategic objectives and interests. Understanding the geopolitical 

motivations underlying corporate developments and framing the issue in terms of 

national economic security is vital, although ambitious. The connection between 

Golden Power and industrial policy is a sensitive and intricate matter that requires 

reinforcement. The former should not be considered a tool of the latter but a means 

to protect national interests under specific circumstances. Institutional focus on this 

issue is commendable and should be set as a high priority, as it contributes to the 

enhancement of businesses, Made in Italy, and the robustness and resilience of 

economic development and growth. The concept of dynamic capabilities has 

primarily been applied to the field of strategic management to understand how firms 

successfully adapt to changing environments (Teece, Pisano, & Shuen, 1997). 

However, recent scholarship has extended the application of dynamic capabilities to 

public organizations and states, aiming to better understand how governments can 
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enhance their adaptability and efficiency in the face of complex challenges 

(Mazzucato, 2018; Schillemans & Smulders, 2020).  

Literature 

Literature in International Business 

To better analyze the movements and evolution of investments, and subsequently 

the role that our country plays in international strategy, it is necessary to deepen the 

concept of investment and interpretative models regarding the trajectories of 

internationalization elaborated in literature. Firstly, foreign direct investment is 

defined as an international investment made by an entity in countries other than the 

one where its business center is located. According to the WTO's definition (1996), 

this type of investment occurs when an investor from one country acquires assets in 

another country with the intention of managing them. The managerial dimension is 

what distinguishes FDI from an investment in a portfolio of financial instruments. As 

per the World Bank (2004), FDI is that foreign investment which establishes a lasting 

interest and active control of a company. Investing in foreign entities where the 

investor holds a minimum of 10% of the ordinary shares, aiming to establish a ‘lasting 

interest’ and exert significant influence on the company's management, is recognized 

as FDI. This includes not only investing in existing foreign companies but also the 

creation of new subsidiaries (greenfield investments). Such investments reflect an 

active role in guiding and managing the involved or newly formed company, marking 

a key aspect of global economic globalization. Historically, theories of foreign 

investment stem from studies in industrialized nations, as multinationals from these 

regions were pioneers. These theories aim to elucidate the spread of production 

activities across geographies and their ownership and organizational structures. 

However, this requires merging two principal economic thought streams: the theory 

of international resource allocation, which hinges on varying factor endowments 

among countries, and the theory of economic organization, which examines the 

distinctions between hierarchical (intra-industrial) transactions and market-based 

(inter-industrial) ones. Until the late 1950s, international economics paradigms were 
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dominated by traditional models like Smith's Theory of Absolute Advantages (1776), 

Ricardo's Theory of Comparative Advantages (1817), and Heckscher and Ohlin's 

Theory of Resource Endowment (1933). These models, pivotal for understanding 

international trade flows, had limitations due to their inherent assumptions. These 

included the market as a perfect exchange mechanism, the absence of transaction 

costs, immobility of resources across borders, and firms performing single activities 

under a decision-maker with boundless rationality. Consequently, they fell short in 

addressing questions about the proprietary and organizational structure of economic 

activities.  

However, during that period, two important changes occurred: some companies 

decided to carry out productive activities abroad, configuring themselves for the first 

time as multinationals, and at the same time, large capital flows began to move 

across national borders. These novelties led some scholars to recognize the existence 

of market imperfections and to consider their consequences on the methods adopted 

by companies to organize their economic transactions. Among these, the first were 

probably Williams (1929), who understood the need to change neoclassical trade 

models to justify the internationalization of some industries, and Iversen (1935), who 

formalized one of the first theories that classified the international movement of 

capital as portfolio investments. Later, Penrose (1956) and Bye (1959) tried to explain 

the investments made by companies to acquire production units abroad with the 

perception of potential gains due to horizontal and vertical integration, but their 

work only gained proper recognition a few years later, thanks to the publication of 

the theories of Hymer (1960) and Vernon (1966), which led to an epochal change in 

the study of the international behavior of companies. Hymer's work essentially 

consisted of refuting the theory of indirect capital transfer, which he considered 

insufficient to explain the productive internationalization of companies for three 

reasons. The first was that such a theory did not consider market imperfections, so 

by introducing variables such as risk, uncertainty, exchange rate instability, and costs 

related to information search and transaction completion, most of its predictions are 

invalidated. All these imperfections indeed alter the behavioral parameters of 
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companies and are particularly reflected in their international strategy. The author 

posits that foreign direct investments (FDI) encompass more than just the transfer of 

financial capital. They also involve imparting a bundle of resources such as 

technological expertise, corporate organizational routines, and entrepreneurial 

abilities. Hymer, contrasting with portfolio transfer theorists, believed that a 

company's motivation for overseas investment was driven by the prospect of earning 

economic rent from the entirety of utilized resources, including their organizational 

structure.  

A key distinction of direct investments, he noted, is the retention of ownership rights 

over transferred resources, unlike portfolio investments which are executed through 

market transactions. Hymer regarded direct investments as crucial tools for 

companies to control the use of property rights in their foreign subsidiaries. However, 

for a company to utilize this tool effectively and own international assets that 

generate added value, it must possess certain advantages (financial, managerial, or 

marketing). These advantages help overcome disadvantages against local 

competitors in the host country and are typically unique to the company (firm-

specific), arising from structural market failures. Hymer extended Bain’s theory of 

domestic market competition barriers to international contexts, suggesting that firms 

engaging in such activities must have a monopolistic edge. Yet, sometimes this 

advantage stems not from a monopoly but from the firm’s superior resource 

allocation and transaction organization compared to the market. Hymer also 

explored the territorial expansion of firms as a means to use their monopolistic 

power. He acknowledged the many imperfections leading to structural market 

failures but consistently compared the resource allocation outcomes of international 

hierarchies with those in a perfect competition scenario, from a welfare perspective. 

He emphasized the organization of economic activities to increase monopolistic 

power rather than as a means to cut costs, enhance product quality, or boost 

competitiveness.  

Thus, Hymer viewed the alternatives between FDI and other international 

involvements more in normative terms than through a cost-benefit analysis. On the 
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other hand, Vernon (1966) adopted the then-new trade theories of the 1950s and 

1960s, deeming them essential for understanding international business 

phenomena. He introduced the microeconomic concept of the product life cycle to 

explain the overseas operations of post-war American multinationals. This concept 

posited that a company's international trade capacity hinged not only on financial 

and human capital but also on their ability to innovate in processes or products 

through technology. Vernon linked the organizational capability of firms partially to 

their origin country (country-specific), believing, for example, that American 

companies had a competitive edge due to their innovative capacity, shaped by 

structural factors like political-economic institutions, market mechanisms, and 

resource availability in the United States. Vernon’s theory outlined that every product 

undergoes a life cycle with a predictable sequence of phases, initially produced 

domestically due to benefits from local demand and proximity to R&D facilities. As 

products become standardized, companies shift focus to minimizing production 

costs, often relocating production to countries with lower resource costs. His model, 

an extension of neoclassical theories on productive factor distribution, also 

considered strategic factors from market oligopoly. However, Vernon’s model, 

mainly explaining market-seeking FDI by American firms, overlooked other FDI types 

like resource-seeking, strategic asset acquisition, or efficiency-seeking. Thus, while 

insightful, it remains a partial theory, addressing only certain aspects of multinational 

activities. Hymer and Vernon’s revolutionary works attracted significant academic 

attention, prompting further research and refinement. Economists like Johnson 

(1970), Caves (1971), Horst (1972), and Magee (1977) followed Hymer’s ideas to 

identify advantages for transnational firms. Meanwhile, scholars like Wells (1972), 

Knickerbocker (1973), Graham (1975), and Flowers (1976) used Vernon’s approach 

to examine the impact of location on firms’ economic activities. By the mid-seventies, 

these two literature streams began converging, with economists like Magee and 

Knickerbocker playing pivotal roles. Magee incorporated the product life cycle theory 

into his model, focusing on the industrial technological cycle. This theory posited that 

firms owning advanced technology avoid licensing it due to potential revenue loss 
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and competition risks, shifting to licensing only when the technology matures. 

Conversely, Knickerbocker observed that value-generating activity localization was 

influenced not just by resource availability but also by firms’ strategic responses to 

market distortions and competitor actions, recognizing the impact of market 

imperfections on international expansion strategies, as Hymer postulated 

To summarize, therefore, while the industrial organization approach, focused on the 

possession of firm-specific competitive advantages as a necessary condition for 

international activity, began to recognize that the way resources were created, 

acquired, and organized also constituted a source of important advantages, the 

approach focused on trade and the localization of productive activities began to 

consider the influence of market imperfections on the proprietary characteristics of 

companies and their way of organizing cross-border activities. Despite these two 

examples, the two branches of literature continued to focus on different aspects of 

international business, so none of the theories developed was able to exhaustively 

explain all the international activities carried out by companies. Only at the end of 

the seventies were two attempts made to offer a holistic explanation of foreign 

operations, each of which received great attention in literature: the theory of the 

internalization of multinational companies and the eclectic paradigm of international 

production. 

In the late 1970s, economists, notably Buckley and Casson (1976) and Hennart (1977), 

independently developed the theory of internalization. Their objective was to 

elucidate why global transactions involving intermediate products were more 

efficiently managed within organizational hierarchies rather than through external 

market mechanisms. They posited that multinational hierarchies could effectively 

coordinate interlinked operations across different nations. According to their theory, 

firms opt for international investments when the gains from owning and managing 

assets domestically and abroad, including intra-subsidiary transactions, surpass the 

benefits reaped from conventional market exchanges. These economists revisited 

Coase's (1937) work, which argued that market flaws lead to various costs, such as 

those related to searching, information gathering, negotiating, and enforcing 
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contracts. In applying Coasian principles to international business, they determined 

that imperfections in cross-border markets, which escalate transaction costs with 

foreign entities, motivate firms to establish their internal markets via acquiring 

foreign activities. Nevertheless, the decision to internalize depends on a mix of 

factors related to the specific industry, the firm's country of origin, and the company's 

unique traits. This theory, by forecasting instances where firms replace international 

market transactions with direct investments, earned recognition as one of the initial 

international business theories. Despite its significance, Buckley (1990) saw it more 

as a paradigm, suggesting that various market imperfections lead to different types 

of international activities. For instance, if a market fails to assure a seller of 

intermediate goods enough control over the final product's quality, it may lead to 

forward integration. Conversely, the fear of supply disruption might trigger backward 

integration strategies. However, internalization theory primarily explains the 

dynamics of cross-border exchanges and the motives for firms to internalize 

intermediate goods markets rather than their ability to generate international value 

through coordinating multiple production activities. Therefore, it falls short of fully 

explaining a firm's production level and structure abroad. To comprehensively 

understand the scope and direction of a firm's international activities, it's crucial to 

blend internalization process variables with specific location factors. Dunning (1980) 

was the first to dynamically incorporate these diverse variables through the Eclectic 

Paradigm or OLI framework. Dunning's Eclectic Paradigm, blending macroeconomic 

international trade theory and microeconomic firm theory, encompasses various 

rationales for transnational corporate initiatives. It acknowledges the neoclassical 

models of international trade but argues that understanding the spatial distribution 

of production that requires diverse resources, capabilities, and institutions 

necessitates recognizing two types of market imperfections: structural and intrinsic. 

The paradigm suggests that for a comprehensive explanation of international 

economic activities, one must integrate market structure analysis with individual 

company studies, as firms differ in organizational structure, innovation capacity, and 

risk-taking approach. It postulates that a company's ability to internationalize 
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production in a foreign country depends on possessing or acquiring specific assets 

not readily available to local firms. These assets, known as ownership-specific 

competitive advantages, can be tangible, like natural resources, labour, and capital, 

or intangible, such as technology, managerial skills, and privileged market access. 

They may be tied to a specific location and its unique political, financial, cultural, and 

institutional environment, or they may be exclusive to certain companies in the home 

country, usable in conjunction with other resources and capabilities both 

domestically and internationally. According to Dunning, the propensity for foreign 

direct investment depends on the possession of ownership-specific advantages and 

the desire to exploit these advantages abroad. The Eclectic Paradigm also suggests 

that changes in a country's foreign investment patterns, whether incoming or 

outgoing, can be explained by shifts in the ownership-specific advantages of its firms 

relative to those in other countries, in its location-specific assets, and in companies' 

perceptions of the benefits of internalizing the market. The behavioural or processual 

approach to internationalization views it as an incremental evolutionary process, 

emphasizing learning and knowledge acquisition. This perspective, rooted in the 

works of Carlson (1975) and Johanson and Vahlne's (1977) U-Model, posits an inverse 

relationship between knowledge and risk perception in international business, with 

firms gradually increasing their foreign market involvement as they gain market 

knowledge. The U-Model outlines a sequential international growth process, with 

each phase influenced by the firm's accumulated market knowledge and experience. 

Firms initially rely on intermediaries, then progress to establishing commercial 

subsidiaries, and eventually production subsidiaries, as their foreign market 

knowledge and involvement increase. Cavusgil's (1980) innovation model (I-Model) 

also describes the internationalization process as starting with an initial pre-export 

phase, evolving into greater market involvement, and eventually adopting diverse 

market presence modes. The concept of psychic distance, encompassing language, 

economic, political, and sociocultural differences, plays a significant role in this 

model, impacting the firm's information gathering and interpretation about foreign 

markets. The eclectic paradigm combines the main insights of these theories, 
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providing a comprehensive model to explain the international activities of firms. By 

integrating the primary types of direct investment (resource, market, efficiency, and 

strategic-asset seeking) with the presence or absence of OLI (Ownership, Location, 

Internalization) advantages, it serves as an analytical foundation for assessing the 

industrial and geographical composition of international operations. Although 

foreign investments can have multiple different reasons over time and in historical 

contingencies, three strategic types can be identified concerning the nature of the 

advantage that firms intend to exploit or explore (March,1991): market-seeking 

investments, efficiency-seeking investments, and resource-seeking investments 

(Dunning 1998). 

Market-seeking investments are generally determined by the size of the market and 

the potential of the target country. Firms can undertake defensive actions to 

strengthen and protect distinct areas or offensive strategies to develop new markets. 

Foreign investments can be made to cope with the imposition of tariffs or import 

barriers. Another case of defensive investments occurs when new subsidiaries of a 

firm are established in a foreign country with the aim of consolidating and improving 

customer relationships. Offensive strategies, on the other hand, occur when the 

strategic goal becomes serving new markets. Proximity to local markets can provide 

logistical advantages, for example, in reducing transportation costs, and 

informational advantages in cognitive flows to and from the market. In this regard, 

Pietrobelli et al. (2011), analysing a Chinese case, emphasize how FDI can be 

strategically undertaken in countries with sophisticated demand to improve 

marketing and process capabilities. With localized investments, a firm can increase 

control of distribution channels and strengthen its tangible and intangible resources. 

Efficiency-seeking investments, typical of the outsourcing phenomenon, occur with 

the objective of reducing production costs. In the case of integrated economies, a 

firm can centralize operations in certain regions to exploit reduced labour costs, 

particular institutional incentives, and economies of scale. However, the search for 

efficiency can also be related to optimizing the value chain, for example, by 

internalizing particular segments of the production chain. 
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Resource-seeking investments, as seen, are FDI undertaken to secure access to 

natural, technological, and strategic resources. The search for raw materials scarce in 

the domestic economy, or in some cases, constitutes the implementation of a 

national economic policy line. In the case of technology search, investment becomes 

a way to increase capabilities, acquire local know-how, or develop synergies with 

complementary industries. The search for strategic assets aims to acquire 

competencies, capabilities that cannot be developed in the country of origin in an 

adequate time or cost. This category includes investments for acquiring famous 

brands, better access to local distribution networks, or acquiring technical or 

managerial capabilities. To the extent that distinctive resources are difficult to 

replicate, firms can acquire them through these acquisitions. Contrary to what is 

theorized by the eclectic paradigm, investments can occur in the absence of 

ownership advantages to be exploited abroad, when the goal becomes precisely to 

access strategic resources to develop new ones. 

As an extension of the OLI model, Dunning (1981,1986) developed the so-called IDP 

framework, which establishes a relationship between the eclectic paradigm and the 

level of economic development. A fundamental premise of the model is the existence 

of structural change patterns related to development, which have a particular 

relationship with the development of foreign direct investments. Although not 

uniform, and varying depending on the country, economic structure, and policies 

adopted, the structural changes identified (Chenery et al. 1986) are: the increased 

weight in GDP of manufacturing and modern services, more skill-intensive and 

capital-intensive production, the development of new comparative advantages in 

international trade, and a shift in consumption towards more differentiated and 

sophisticated products. The model's ambition is to provide a framework that 

considers the influence of structural changes on international flows, the strategic 

behaviour of firms, and public policies. Schematically, Dunning identifies five main 

stages. 

In the first stage (countries with a GDP per capita below a thousand dollars), the 

absence of location advantages, infrastructural inadequacy, and the limited domestic 
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market make incoming investments unattractive. At the same time, the lack of 

ownership and internalization advantages for domestic firms makes outgoing 

investments highly improbable. 

In the second stage (countries with a GDP per capita between a thousand and three 

thousand dollars), economic growth and an expanding domestic market attract a 

greater number of incoming investments. Although ownership advantages begin to 

develop, outgoing investments remain irrelevant. At a later stage (with a GDP per 

capita between 3000 and $10,000), countries begin to decrease the growth rate of 

incoming investments and increase outgoing rates. Domestic firms develop 

ownership advantages to compete with foreign companies. Incoming flows are still 

greater than outgoing flows. 

In the fourth stage (GDP per capita over $10,000), outgoing investments exceed 

incoming ones, and firms compete not only in the domestic market with foreign 

companies but also in foreign markets. 

In the last phase, incoming and outgoing investments continue to grow, with a 

balance fluctuating around zero levels. 

The model appears extremely simplified and has been revised to include factors such 

as government policies and trade, resource endowment. Especially in emerging 

countries, foreign direct investments are perhaps more linked to governmental 

strategy than to the level of development (Duran and Ubeda, 2001). Not only 

liberalization and privatization policies but also direct promotion of foreign direct 

investments have a significant impact. Dunning et al. (2001), suggest that as the level 

of development increases, so do the interdependencies of trade and foreign direct 

investments. The literature is divided about the complementary or substitutive 

nature of FDI relative to trade. Camarero and Tamarit (2003), reconciling trade 

theories and international business theories, identify two cases, vertical integration 

and horizontal integration. 

In the former, different stages of production are decomposed and located in an 

international chain to exploit different resource endowments. In this case, foreign 

direct investments can have a complementary relationship with trade. 
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In horizontal integration, however, a firm establishes itself abroad to produce some 

products or provide the same services as in the mother country, and foreign direct 

investments are generated by improved market access and growth prospects and can 

therefore have a trade substitution effect. 

Public Dynamic Capabilities 

Public dynamic capabilities refer to a state's ability to sense, seize, and transform 

opportunities and challenges to achieve public value (Mazzucato, 2018). They 

encompass the skills, resources, and processes that enable governments to 

effectively adapt to the shifting environment and successfully implement policies 

(Schillemans & Smulders, 2020). Public dynamic capabilities, a pivotal concept in 

understanding how states navigate complex and rapidly changing environments, 

were extensively explored by Mazzucato in 2018. These capabilities are not just 

theoretical constructs but have practical implications for government effectiveness, 

policy formulation, and societal resilience. At the core of public dynamic capabilities 

is the state's ability to sense emerging trends, challenges, and opportunities. This 

aspect, as described by Davies in 2014, involves more than just passive observation. 

It requires an active, continuous process of monitoring, intelligence gathering, and 

foresight. By doing so, governments can anticipate changes in both their internal and 

external environments, staying ahead of potential developments and preparing 

adequately. Another critical aspect is seizing, which Mazzucato emphasizes as crucial 

for leveraging identified opportunities. This process isn't simply about recognizing 

potential but also about taking actionable steps. It involves formulating and 

implementing policies, programs, or interventions that capitalize on these 

opportunities. As Schillemans and Smulders explored in 2020, this includes strategic 

planning, resource allocation, and engaging with stakeholders. These actions are 

essential for turning insight into impact, ensuring that opportunities are not just 

identified but also acted upon effectively. Transforming, the third key component 

highlighted by Mazzucato, refers to the state's capability to adapt and reconfigure its 

resources, processes, and structures in response to changing circumstances. This 

aspect is particularly challenging as it requires a degree of flexibility and adaptability 
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that is not always inherent in governmental structures. It might involve organizational 

learning, fostering innovation, and developing new partnerships and networks, as 

discussed by Davies in 2014. This adaptability is crucial for states to remain relevant 

and effective in a world where change is the only constant. The importance of these 

capabilities, according to Mazzucato, lies in their contribution to enhanced policy 

effectiveness, improved resilience, and increased innovation. For instance, by 

effectively sensing and seizing opportunities, governments can design and implement 

policies that are more attuned to societal needs and challenges, as highlighted by 

Schillemans and Smulders in 2020. Additionally, well-developed dynamic capabilities 

enable states to respond more effectively to crises and disruptions, minimizing 

negative impacts, a point Davies made in 2014. 

Several factors influence the development of public dynamic capabilities. The 

institutional framework, as discussed by Pierre and Peters in 2020, plays a significant 

role. The design and structure of political and bureaucratic institutions can either 

facilitate or hinder the development of these capabilities. Leadership is another 

critical factor. Strong, visionary leadership, as Teece, Pisano, and Shuen noted in 

1997, is essential for fostering a culture of adaptation, learning, and innovation in the 

public sector. Furthermore, resources, including financial, human, and technological, 

are necessary for states to develop and leverage these capabilities effectively, a point 

Mazzucato emphasizes. 

Lastly, the ability to establish and maintain collaborations is essential. Collaborating 

with diverse stakeholders, including the private sector, civil society, and international 

organizations, can significantly enhance a state's dynamic capabilities, as Schillemans 

and Smulders discussed in 2020. This collaboration is not just about resource pooling 

but also about sharing insights, expertise, and perspectives, which are vital for a 

holistic approach to governance and policy-making in an ever-changing world. Public 

dynamic capabilities are critical for states to navigate the complex and ever-changing 

landscape of modern governance. By enhancing their sensing, seizing, and 

transforming abilities, governments can improve policy effectiveness, resilience, and 

innovation. To further develop and nurture these capabilities, states must consider 
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the factors that influence their growth, such as institutional frameworks, leadership, 

resources, and collaboration. Several examples demonstrate the importance of 

public dynamic capabilities in addressing contemporary challenges. Singapore's 

government has effectively sensed the potential of digital technology and seized the 

opportunity to transform the country into a Smart Nation. By leveraging 

technological advancements, the initiative aims to improve the quality of life for 

citizens, create economic opportunities, and build a more connected society (Smart 

Nation and Digital Government Office, 2021). New Zealand successfully navigated the 

COVID-19 pandemic by quickly sensing the threat, seizing the opportunity to 

implement strict and proactive measures, and transforming their healthcare system 

to cope with the crisis. As a result, the country has experienced relatively low 

infection and mortality rates (Baker, Wilson, & Anglemyer, 2020). Germany's 

ambitious energy transition strategy (Energiewende) exemplifies the country's 

dynamic capabilities in sensing the need for a sustainable energy system, seizing 

opportunities to invest in renewable energy and energy efficiency, and transforming 

their energy infrastructure to reduce greenhouse gas emissions and ensure energy 

security (Bruns, Ohlhorst, Wenzel, & Köppel, 2011). To enhance their public dynamic 

capabilities, states should adopt a multifaceted approach, as highlighted by various 

scholars and experts. According to Mazzucato in 2018, a crucial strategy is fostering 

a culture of learning and innovation within government institutions. This involves 

encouraging experimentation and tolerating failure, while also promoting knowledge 

sharing among public servants. Such an environment is conducive to the 

development of dynamic capabilities, allowing for more agile and responsive 

governance. Another key area, as Teece, Pisano, and Shuen suggested in 1997, is 

investing in capacity building. This means not only developing the skills and 

competencies of public servants but also providing them with the necessary 

resources and tools. These investments help government employees effectively 

sense, seize, and transform opportunities, enhancing their ability to adapt to 

changing circumstances and challenges. Embracing digital transformation is also vital, 

as noted by Mergel in 2016. States should leverage digital technologies to enhance 
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their capabilities in sensing emerging trends and seizing opportunities. A data-driven 

approach to decision-making and policy formulation can significantly improve the 

efficiency and effectiveness of government operations. Establishing collaborative 

networks is essential for enhancing public dynamic capabilities. As Schillemans and 

Smulders pointed out in 2020, governments should foster partnerships with a diverse 

range of stakeholders. These collaborations can provide access to new knowledge, 

resources, and capabilities, further enhancing the government's ability to respond 

dynamically to new challenges and opportunities. Such networks not only broaden 

the resource base but also bring in fresh perspectives and ideas, which are crucial for 

innovative and effective governance. Public dynamic capabilities are essential for 

states to effectively address the complex challenges of contemporary governance. By 

understanding the key components of these capabilities and the factors that 

influence their development, governments can better adapt and respond to the 

changing environment, ultimately enhancing their capacity to create public value. 

Public dynamic capabilities have become increasingly relevant in the context of 

strategic management, enabling governments to adapt to complex challenges and 

changing environments (Mazzucato, 2018; Schillemans & Smulders, 2020). One such 

challenge is the strategic screening of foreign investments to ensure they align with 

national interests and contribute to long-term economic development. This essay will 

explore the role of public dynamic capabilities in the strategic screening of 

investments, using the case of Chinese investments in Italy as an example. We will 

examine how Italy's public dynamic capabilities have influenced its approach to 

Chinese investments and discuss the implications for both countries. Public dynamic 

capabilities, as Mazzucato highlighted in 2018, are essential for governments to 

effectively adapt to changing environments. These capabilities are particularly 

relevant in the strategic screening of investments, allowing governments to 

effectively manage and benefit from foreign investment flows. For instance, these 

capabilities enable governments to identify potential investment opportunities and 

assess how they align with national interests and development goals, a point Davies 

emphasized in 2014. They also play a crucial role in enabling states to capitalize on 
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these opportunities through appropriate policy measures, regulations, and incentives 

to attract and retain investors, as Mazzucato discussed. In the case of China's 

increasing investments in Italy, particularly in sectors like infrastructure, energy, and 

telecommunications, these capabilities have been crucial. Italy has utilized its public 

dynamic capabilities to balance the economic opportunities presented by Chinese 

investments with national security and sovereignty concerns. For example, Italian 

authorities have closely monitored these investments, assessing their implications 

for national interests and economic development. Italy has also adopted measures 

to attract Chinese investors, including the signing of the Memorandum of 

Understanding on the Belt and Road Initiative in 2019, signalling openness to Chinese 

investments and aiming to foster economic cooperation. Furthermore, Italy has 

adapted its regulatory framework in response to growing concerns about foreign 

investments. The implementation of legislation like the Golden Power law illustrates 

this adaptability, granting the Italian government authority to oversee foreign 

investments in strategic sectors. This approach has enabled Italy to attract valuable 

Chinese investments while protecting its national interests. The strategic screening 

of Chinese investments in Italy demonstrates the mutual benefits and implications 

for both countries. For Italy, it has brought economic development and job creation, 

while necessitating a balance between economic gains and potential risks like 

dependency on Chinese capital. For China, it has encouraged the adaptation of 

investment strategies to align with Italian development goals, leading to a more 

constructive investment relationship. 

To further improve the strategic screening of foreign investments, states can enhance 

their public dynamic capabilities by strengthening institutional capacity, encouraging 

transparency and information sharing, collaborating with international partners, and 

adapting regulatory frameworks. These strategies can help governments ensure that 

foreign investments contribute to long-term economic development and align with 

strategic objectives, as seen in the case of Italy's approach to Chinese investments. 

Since the signing of the Memorandum of Understanding (MoU) between Italy and 

China on the Belt and Road Initiative (BRI) in 2019, Chinese investments in Italy have 
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been a focal point of attention.  The BRI, a Chinese-led initiative, seeks to enhance 

infrastructure development and economic integration across Asia, Europe, and 

Africa. Italy's decision to sign the MoU in March 2019 marked a significant move as 

the first G7 country to do so, indicating a keen interest in strengthening economic 

relations with China. Chinese investments in Italy during this period have been 

notable in various sectors. In infrastructure, significant Chinese investments have 

been made in projects like the Port of Trieste and the Port of Genoa, strategically 

positioning China as a gateway to European markets. The energy sector has also seen 

Chinese involvement, with acquisitions such as the State Grid Corporation of China's 

minority share purchase in Italian utility company Terna. In telecommunications, 

Chinese firms like Huawei and ZTE have formed partnerships with Italian companies, 

albeit facing regulatory challenges due to security concerns. Additionally, the 

manufacturing and automotive sectors have witnessed Chinese investments, 

exemplified by ChemChina's acquisition of tire manufacturer Pirelli. These 

investments have brought opportunities and challenges to Italy. On the one hand, 

they have spurred economic growth and job creation, especially in infrastructure 

development and the revitalization of vital industries. They also offer Italy a chance 

to diversify its export markets, reducing reliance on traditional trade partners. 

However, managing these investments presents several challenges. Concerns include 

potential risks to national security and sovereignty and questions about the 

transparency and governance practices of Chinese firms. Moreover, Italy's 

participation in the BRI has stirred apprehension among European partners and the 

United States, potentially impacting geopolitical relationships.  

Literature on Chinese FDI  

The inquiry into Foreign Direct Investment (FDI) motivations often refers to four 

categories as identified by Dunning in 1993. These are: resource seeking, efficiency 

seeking, market seeking, and the pursuit of strategic assets. Predominantly, FDI in 

resource-seeking targets nations abundant in natural resources, notably in Africa and 

Latin America. Chinese firms, up to now, have shown minimal inclination to search 

for inexpensive inputs overseas, especially in Europe. This is due to their ample 
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domestic supply of affordable labour, land, and capital, as noted by Buckley and 

colleagues in 2008. Consequently, their drive to pursue efficiency through economies 

of scale and access to less costly inputs has been limited. In the context of Chinese 

FDI in Europe, the first two motives are less pertinent. Our emphasis is therefore on 

the other two key drivers. The host market's size is a crucial factor influencing Chinese 

market-seeking investments, as indicated by Buckley et al. in 2007. This factor is 

expected to play a significant and positive role in European investments. Early 

Chinese FDI in the 1990s was primarily defensive, with FDI trailing trade.  

Multinational corporations have set up subsidiaries abroad to improve customer 

service and strengthen loyalty, a strategy detailed by Buckley et al. in 2008. These 

investments are increasingly designed to capitalize on advantageous market access 

in well-developed countries. For example, investments made in Turkey are 

strategically aimed at the European Union market, while investments in regions like 

sub-Saharan Africa are intended to leverage favourable import terms in mature 

markets, particularly in industries such as textiles. In the context of developed 

nations, foreign direct investments (FDI) are often utilized to navigate around trade 

restrictions. Motivations for such investments include circumventing quotas or anti-

dumping measures. One driver for such defensive market-seeking investments, 

particularly in the initial stages, was to mitigate the impact of heavy domestic 

competition. The proliferation of international corporations in China and the 

obligation to liberalize its market under WTO agreements resulted in shrinking profit 

margins and excess capacity in industries like textiles, according to the OECD's 2008 

report. This scenario prompted Chinese companies to pursue new international 

markets by creating overseas sales, distribution, and manufacturing operations. 

Subsequent market-seeking investments by Chinese companies have taken a more 

proactive approach, concentrating on entering new markets, improving brand 

visibility, customizing products to meet specific market demands, and bolstering 

operational capabilities in burgeoning markets. This shift in strategy was highlighted 

by Buckley and his colleagues in 2008. For Chinese firms, a major appeal of investing 

in developed countries lies in the acquisition of key resources such as advanced 
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technology, specialist knowledge, and management and marketing expertise, along 

with well-established brands and distribution networks. These investments are 

crucial for rapidly bridging the gap in technological and skill competencies, as 

discussed in the works of Amighini, Hong and Sun, and Luo and their respective co-

authors. This aligns with China's state-directed FDI objectives, as outlined by Deng in 

2009. UK studies, including those by Buckley, Cross, and Voss, support the 

importance of acquiring new managerial skills and accessing local knowledge as 

essential for China's global expansion. The increased activity in cross-border mergers 

and acquisitions (M&A) by Chinese companies, as noted by Cui and Jiang, highlights 

the significance of these asset-seeking strategies. These firms predominantly engage 

in cross-border M&A to rapidly gain control of strategic assets. However, concerns 

have been raised about their ability to effectively manage these acquired entities, a 

point made by Buckley and his colleagues. Recent years have shown progress in the 

integration and adaptation of these resources within Chinese enterprises, though 

empirical evidence is still developing. The foreign acquisition strategies, as analysed 

by Deng and Rui and Yip, focus on offsetting competitive disadvantages or capitalizing 

on production capacity strengths. The successful integration of Chinese business 

practices with Western management systems, exemplified by companies like Lenovo 

and Huawei, is critical to these ventures. In summary, Chinese companies are 

attracted to Italy for both market-seeking and asset-seeking purposes. Factors such 

as the size of Italy's domestic market, its inclusion in the EU, understanding local 

market needs, and enhancing brand reputation are significant draws. Strategically, 

seeking assets such as brands, design capabilities, and technology in established 

sectors is crucial. The rise in Chinese investment in Italy, especially following the 2019 

Belt and Road Initiative (BRI) Memorandum of Understanding, is significant for 

China's strategy to expand its global market influence and enhance its standing and 

perception in European markets, as observed by Brødsgaard in 2020. As Casarini 

observed in 2019, by engaging in mutually beneficial cooperation and adhering to 

international norms, China can showcase its commitment to being a responsible 

global player. This aspect of Chinese foreign investment strategy is critical for 
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maintaining and improving diplomatic relations and business ties within Europe. 

However, with Italy strengthening its regulatory framework and paying closer 

attention to foreign investments, particularly from China, there is a need for 

adaptation from the Chinese side. China may find it necessary to adjust its investment 

strategies to align with Italy's evolving regulatory landscape and concerns. Ensuring 

that investments are attractive and sustainable in the long term requires a nuanced 

understanding of the host country's regulatory environment and strategic interests. 

Overall, China's investments in Italy, targeting sectors such as infrastructure, energy, 

telecommunications, and manufacturing, have not only contributed to economic 

opportunities within Italy but also reflect China's broader strategy of increasing its 

economic presence and influence in key global markets. The COVID-19 pandemic has 

significantly impacted Chinese investments in Italy, causing a slowdown due to the 

global economic downturn and supply chain disruptions. This situation led Chinese 

companies to focus more on domestic recovery and scale back their overseas 

expansion efforts. Additionally, the pandemic brought a change in the nature of these 

investments, with a newfound emphasis on healthcare, pharmaceuticals, and digital 

technology sectors, marking a shift to industries gaining prominence in the post-

pandemic era. Furthermore, the pandemic has underlined the importance of global 

cooperation, particularly in public health crises. Joint ventures and partnerships 

between Chinese and Italian firms in vaccine development and medical supplies have 

been key in fostering mutual trust and cooperation. The Russian war in Ukraine has 

also influenced Chinese investments in Italy, raising new geopolitical considerations. 

The conflict has heightened tensions between the West and Russia, potentially 

making Italy more cautious about accepting Chinese investments, especially in 

strategic sectors. The war has also underscored the importance of energy security for 

Europe, creating potential opportunities for Chinese investment in Italy's renewable 

energy sector as the country looks to diversify its energy sources. Additionally, the 

conflict has caused further disruptions in global supply chains, affecting sectors like 

manufacturing and automotive. In navigating these new landscapes, Italy and China 

face challenges like increased scrutiny of Chinese investments and the need for 
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transparency and adherence to international norms. However, these situations also 

present opportunities for collaboration in healthcare, digital technology, renewable 

energy, and supply chain resilience, fostering mutual trust and contributing to long-

term economic development. As both countries adapt to these challenges, building 

trust through transparency and adherence to international norms becomes crucial. 

Diversifying and strengthening trade and investment relations, especially in resilient 

sectors, is key to mitigating future disruptions. Multilateral engagement in 

frameworks like the G20 and the World Trade Organization can also enhance their 

bilateral relationship and contribute to global governance. The COVID-19 pandemic 

and the Russian war in Ukraine have reshaped the landscape of Chinese investments 

in Italy, presenting challenges that require strategic adaptation and opportunities for 

deeper cooperation and mutual growth in a changing global economy. 

2. A NEW GEOPOLITICAL CENTURY 

At the onset of the 21st century, the world witnessed a confluence of globalization, 

interconnection, and interdependence, reshaping the global landscape in profound 

ways. Globalization emerged as a dominant force, seamlessly intertwining 

economies, cultures, and societies. This era saw the eroding of traditional 

geographical and political boundaries, making the world a more integrated and 

interdependent place. Economic activities, cultural exchanges, and technological 

advancements transcended borders, creating a mesh of global interconnectedness.  

In this context, interconnection played a pivotal role, largely fuelled by the rapid 

advancement in technology and communication. The Internet and digital platforms 

connected individuals and communities across continents, fostering a new level of 

global dialogue and collaboration. This interconnection not only facilitated business 

and commerce but also cultivated a shared global consciousness, where ideas and 

information flowed freely and swiftly. Interdependence, a direct offshoot of 

globalization and interconnection, became increasingly evident. Nations and 

economies found themselves inextricably linked, where events in one part of the 

world could have immediate and far-reaching impacts on another. This 



 

33 
 

interdependence was highlighted in global challenges such as climate change, 

economic crises, and health pandemics, requiring coordinated and collaborative 

global responses. Thus, the early decades of the 21st century stood out as a period 

where globalization, interconnection, and interdependence defined and directed the 

course of human progress, emphasizing the need for global cooperation and 

understanding in addressing the world's most pressing issues. 

In this business landscape, shaped significantly by the early 21st-century dynamics, 

the concepts of open value chains and the primacy of financial optimization have 

emerged as defining features, profoundly influencing corporate strategies and global 

economic patterns. These approaches, deeply interwoven with practices like 

delocalization and concentration, reflect a complex transformation in how businesses 

operate and compete on a global scale. 

Open value chains, a concept explored in depth in the scholarly work of Gereffi, 

Humphrey, and Sturgeon, represent a paradigm shift in the production process. 

Businesses have moved away from a vertically integrated model to a more 

decentralized approach, dispersing various stages of production across different 

geographical locations. This shift is primarily driven by the quest for financial 

optimization, a principle that dictates corporate strategies across industries. By 

leveraging regional advantages such as lower labour costs, specialized skills, and 

more favourable regulatory environments, companies aim to enhance production 

efficiency and reduce overall costs, aligning with Porter's theory of competitive 

advantage. Delocalization, a strategy analysed in Dicken's ‘Global Shift: Mapping the 

Changing Contours of the World Economy,’ is a direct outcome of this approach. 

Companies relocate parts of their operations, particularly manufacturing, to 

countries where they can benefit from cheaper labour, more lenient regulations, and 

favourable tax regimes. This not only cuts down operational costs but also opens 

doors to new markets and resources. However, while delocalization can yield 

financial benefits, it also brings challenges such as workforce displacement in the 

originating country and potential exploitation in the host country. Simultaneously, 

there's a trend towards concentrating certain critical aspects of the business, like 
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research and development or strategic decision-making, in the home country or in 

regions with advanced infrastructure and talent pools. This concentration is aimed at 

maintaining control over core competencies and innovation capabilities, while the 

more standardized production processes are outsourced. These strategies, while 

aimed at financial optimization, reflect a nuanced interplay between maximizing 

shareholder value and navigating the ethical, social, and political dimensions of global 

business operations. They underscore the evolving nature of global trade and 

economics, where the decisions of multinational corporations can have far-reaching 

impacts on global economic dynamics, labour markets, and international relations. 

The classic and neoclassical theories of international trade have laid the groundwork 

for understanding the mechanics and motivations behind international trade 

between nations. Developed between the 18th and 20th centuries, these theories 

continue to influence economic thought and policy-making in the realm of global 

trade. At the heart of classical trade theory is Adam Smith's concept of absolute 

advantage, which suggests that countries should specialize in producing goods where 

they have an absolute efficiency advantage. This theory, articulated in his seminal 

work ‘The Wealth of Nations’ (1776), posits that such specialization and subsequent 

trade lead to increased efficiency and wealth for all trading partners. Building on 

Smith's ideas, David Ricardo introduced the theory of comparative advantage in the 

early 19th century. Ricardo's theory, a cornerstone of classical economics, argues that 

trade can be beneficial even if one country holds an absolute advantage in all goods. 

Instead, countries should specialize in producing goods for which they have the 

lowest opportunity cost relative to other goods, thereby maximizing their efficiency. 

The neoclassical theory, emerging in the late 19th and early 20th centuries, added 

new dimensions to these classical concepts. It introduced factors like capital and 

labour into the analysis of trade, as seen in the Heckscher-Ohlin model. This model 

suggests that countries will export goods that intensively use their abundant and 

cheap factors of production and import goods that use their scarce factors. 

Additionally, the neoclassical approach brought attention to the role of increasing 

returns to scale and market imperfections in shaping trade patterns, diverging from 



 

35 
 

the classical assumption of constant returns and perfect competition. These classic 

and neoclassical theories form the bedrock of our understanding of international 

trade, explaining the dynamics of trade flows and informing trade policies and 

agreements in the modern global economy. 

In the landscape of global economics, the strategies encompassing economic policies 

for open finance and the nuanced dynamics between central and peripheral regions 

play pivotal roles. These facets, deeply analysed in academic literature, offer insights 

into the complexities of modern financial systems and the geographical distribution 

of economic power. Open finance, a concept integral to contemporary economic 

discourse, refers to a financial system characterized by its liberalized and globally 

interconnected nature. This system is underpinned by policies aimed at liberalizing 

financial markets, fostering the free movement of capital, and integrating diverse 

economies into a singular, cohesive global financial framework. The objective is to 

cultivate a financial ecosystem that is efficient, competitive, and seamlessly 

integrated on a global scale. Renowned economists like Stiglitz and Summers have 

extensively explored these themes, particularly the need for and impacts of financial 

market deregulation, the reduction of barriers to international capital flows, and the 

encouragement of foreign direct investments. Such policies, while promoting global 

economic integration and growth, also bring with them inherent challenges, notably 

the heightened susceptibility to global financial shocks and the imperative for robust 

regulatory measures to mitigate potential financial crises. 

Simultaneously, the relationship between economic centres and peripheries has 

been a focal point in the field of economic geography. Centres, often perceived as 

hubs of economic activity, are typified by advanced industrialization, cutting-edge 

technology, and dense economic activities. Conversely, peripheral regions tend to 

exhibit less economic development, frequently reliant on exporting primary 

commodities and low-technology goods to more developed central regions. 

Krugman's work on economic geography and trade patterns delves into these 

contrasts, highlighting how economic activity is concentrated in certain regions, 

leading to disparities in development and wealth. Policymaking in this domain often 
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grapples with balancing the growth of central regions while fostering development in 

peripheral areas, aiming to mitigate disparities and promote more equitable 

economic growth. These economic policies, both for open finance and in addressing 

the centre-periphery divide, are critical in shaping the current and future trajectories 

of global trade, finance, and economic development. They reflect the ongoing 

evolution of economic thought, acknowledging the interconnectedness of global 

markets while recognizing the need for strategies that address the disparities and 

challenges inherent in a globalized economy. 

In the discourse surrounding the new geopolitical century, a range of academic 

references offer in-depth analyses of the critical themes such as strategic autonomy, 

the minimization of political risk in vital sectors, and the intensifying competition 

among economic regions. These references provide a comprehensive understanding 

of the complex interplay of strategies shaping the current global political and 

economic landscape. The concept of strategic autonomy, especially in the context of 

entities like the European Union, has been extensively examined in academic 

literature. Scholars like Jolyon Howorth in ‘Security and Defence Policy in the 

European Union’ (Howorth, 2007) provide an in-depth analysis of the EU's approach 

to strategic autonomy, particularly in defence and foreign policy. This concept of 

strategic autonomy is further explored by Sven Biscop in ‘European Strategy in the 

21st Century’ (Biscop, 2019), where he delves into the implications of a more self-

reliant and strategically secure Europe in the realms of international relations and 

global security. On the theme of minimizing political risk, especially in critical sectors 

like energy and technology, academic discourse has focused on the strategic 

reorientations necessitated by global interdependencies and vulnerabilities. The 

work of Paul A. David and John M. Bessant in ‘The Economics of Innovation’ (David 

and Bessant, 2013) discusses the intricacies of managing political risk in technological 

advancements and innovation. Moreover, the energy sector's political risk is 

comprehensively analysed in works such as ‘The Geopolitics of Energy’ by Robert E. 

Ebel (Ebel, 2002), which examines the geopolitical implications of energy 

dependencies and strategies to mitigate associated risks. 
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The competition among economic regions, another critical aspect of the new 

geopolitical century, is explored in the context of regional economic development 

and innovation. Michael E. Porter's seminal work, ‘The Competitive Advantage of 

Nations’ (Porter, 1990), offers foundational insights into how regions compete and 

develop economic strategies based on their unique capabilities and resources. This 

competition is further elaborated upon by Richard Florida in ‘The Rise of the Creative 

Class’ (Florida, 2002), where he investigates how regions attract investments and 

talent, contributing to their development and global economic standing. 

These academic works collectively paint a picture of the new geopolitical century as 

one characterized by strategic realignments, risk management in critical sectors, and 

a competitive landscape where regions vie for economic and political influence. They 

provide a nuanced understanding of the strategies and challenges that nations and 

regions face in navigating this complex global order. 

The concept of a 'phygital' future, a blend of digital and physical realities, presents a 

transformative vision of how our world might evolve. This future is characterized by 

the merging of digital and physical realms, reshaping our understanding of proximity, 

connectivity, and economic and urban development. The compenetration of digital 

and real environments is altering how we interact with the world around us. The 

digital realm offers a form of proximity that transcends physical distances, redefining 

relationships, businesses, and social interactions. This digital proximity creates 

opportunities for connections and collaborations that were previously unimaginable, 

leading to new forms of community and commerce. As we witness a shift towards 

deglobalization, there's a growing emphasis on localism, influenced by both the 

digital revolution and global uncertainties. This trend suggests a move from global to 

regional competition, where local and regional entities, acting as subdomains of the 

state, gain prominence. These entities are increasingly pivotal in shaping economic 

and political landscapes, blurring the lines between the global and the local. In this 

future, the concept of the periphery and centre is fluid. Peripheral areas, with the aid 

of digital technologies and infrastructural investments like drone technology, have 

the potential to transform into centres of activity and innovation. This transformation 
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is further bolstered by trends in urbanization and the revaluation of peripheries, not 

just as residential spaces but also as industrial and commercial hubs. The 'hybrid 

disorder system' characterizes this future, where traditional orderings are disrupted 

and redefined. It's a system where global and local elements are intertwined, 

requiring a balance to be struck between the two. In this system, the need for 

equilibration is constant, as global influences are embedded within local contexts, 

and vice versa. This 'phygital' future envisions a world where the boundaries between 

the digital and physical, the global and local, and the central and peripheral are 

continually redefined, creating a dynamic and ever-evolving landscape of human 

interaction, economic activity, and societal development 

From international trade categories to minimization of geopolitical risks 

The evolution in corporate localization strategies from prioritizing operational 

efficiency to emphasizing geopolitical risk minimization is a critical adaptation in 

response to an increasingly unpredictable and complex global environment. This 

strategic shift is a direct consequence of recent geopolitical upheavals, such as the 

US-China trade tensions, the COVID-19 pandemic, and more recently, the war in 

Ukraine, all of which have underscored the vulnerability of global supply chains and 

the importance of geopolitical stability. 

In the late 20th and early 21st centuries, companies focused on leveraging 

globalization to enhance operational efficiency. This involved optimizing supply 

chains, reducing production costs, and exploiting market opportunities. Key studies 

like Porter’s (1998) ‘Clusters and the New Economics of Competition’ highlighted the 

advantages of geographical clustering for operational efficiency. Similarly, Dunning’s 

(2000) ‘The Eclectic Paradigm as an Envelope for Economic and Business Theories of 

MNE Activity’ emphasized the role of strategic asset seeking in multinational 

enterprises' location choices. Recent global events have drastically altered this 

landscape. The US-China trade war, analysed in depth by Bown (2019) in ‘The US-

China trade war and phase one agreement,’ showcased how geopolitical tensions 

could disrupt well-established trade relationships and supply chains. The COVID-19 
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pandemic further catalysed this shift, as detailed in Verbeke's (2020) work, 

emphasizing the need for more resilient and adaptable supply chain structures. 

The war in Ukraine, starting in 2022, serves as a stark reminder of the fragility of 

global supply chains in the face of geopolitical conflicts. The conflict, which has had 

far-reaching implications for global energy markets, food supply chains, and broader 

economic stability, is examined in studies like Smith’s (2022) ‘Economic Impacts of 

the War in Ukraine on Global Trade and Investment Flows.’ This conflict has 

prompted companies to reassess their localization strategies, placing a greater 

emphasis on geopolitical risk assessment and mitigation. 

In response to these developments, companies are increasingly adopting a balanced 

approach that considers both efficiency and resilience. This is reflected in the works 

of scholars like Sheffi (2021) in ‘The New (Ab)Normal: Reshaping Business and Supply 

Chain Strategy beyond Covid-19,’ which advocates for a dual strategy of efficiency 

and resilience. Furthermore, the concept of ‘regionalization’ as an alternative to 

globalization is gaining traction, as discussed by Mudambi and Puck (2021) in ‘The 

Janus-faced nature of the 'China shock': It's not all about the economics!’ Looking 

ahead, it is evident that companies must navigate a landscape where geopolitical 

risks are an integral part of strategic decision-making. This involves not only 

diversifying supply chains but also investing in technologies and practices that 

enhance adaptability and resilience, as outlined in KPMG’s 2022 report ‘Geopolitical 

Risk and Corporate Strategy.’ 

The transition from efficiency-driven to risk-mitigation-focused corporate localization 

strategies is a reflection of the changing global business environment. This shift, 

necessitated by recent geopolitical events like the war in Ukraine, underscores the 

need for businesses to adopt more flexible, resilient, and geopolitically aware 

operational models. The ongoing academic and professional discourse highlights the 

importance of this strategic evolution in ensuring long-term sustainability and 

success in an increasingly uncertain world. 

For many years, the narrative of globalization has been a constant element in both 



 

40 
 

our social and economic discussions, often linked to a diverse array of phenomena 

that differ significantly in both their nature and characteristics. In contrast, we find 

ourselves less familiar with the emerging and still ambiguously defined concept of 

deglobalization. This term, along with various English neologisms like 

‘deglobalization,’ ‘slowbalisation,’ and ‘glocalisation,’ suggests a shift or deceleration 

in the globalization process. This process is traditionally understood as the way in 

which businesses or organizations engage at an international level, for instance, 

through trade, or exert international influence in political or economic realms. Even 

setting aside the specific notion of deglobalization, it's evident that our current 

historical context is shaping a new form of globalization. This new form considers not 

only the efficiency of production costs but also the security of global value chains. It 

emphasizes the importance of establishing trade and partnership relationships with 

dependable entities located in countries that are not considered adversarial. 

According to the Geneva Security Policy Centre, globalization is a comprehensive 

process that includes the reasons, progression, and outcomes of global integration. 

The international and cross-cultural expansion of both human and non-human 

endeavours has been a defining characteristic of globalization. Commonly, 

globalization is identified by its emphasis on openness and interconnectedness, 

leading to the integration of national economies into the global economy. This 

integration manifests through various channels, including trade, multinational 

corporations' foreign direct investments, short-term capital movements, 

international labour migration, general human interactions, and technological 

exchanges. However, since the late 2000s, a series of unforeseen events like the 

global financial crisis, imposition of import tariffs, climate change, pandemics, and 

conflicts have increasingly contributed to a shift towards 'deglobalizing' trends. 

Observers suggest that deglobalization might address some of globalization's flaws, 

such as the weakening of territorial, cultural, and trade connections between nations 

and the rising tendency of governments to adopt tariffs and protectionist strategies, 

potentially mitigating the adverse impacts of the global economy. To assert 

unequivocally that globalization is in decline would be an overstatement. Instead, 
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deglobalization signifies a shift in perspective regarding global interactions. Italian 

firms, especially those producing local goods and services in specialized niches, must 

be equipped to function in global markets to surpass geographical limitations 

restricting their expansion. The strategy of empowering companies through 

nurturing their inception, success, and global reach has been successful in terms of 

growth. Today, almost every country is wealthier compared to three or four decades 

ago, marking the onset of the globalization era, with some experiencing significant 

growth. The invasion of Ukraine by the Russian Federation has heightened concerns 

about globalization and deglobalization, with rising geopolitical tensions leading to a 

revaluation of trade and strategic relations. Some experts predict a fragmentation in 

global trade and a diminishing role of the dollar as the leading reserve currency, 

raising concerns about the possibility of a bifurcated world that might complicate 

global governance. Politically, the Russian Federation's estrangement from strategic 

partnerships, confirmed by recent NATO and G7 summits, may lead to NATO's 

expansion with the inclusion of Sweden and Finland, and the European Union 

potentially welcoming Ukraine and Moldova. Economically, high inflation levels and 

challenges in sourcing critical raw materials like wheat and gas are causing a food 

crisis in developing nations and an energy crisis in Europe. The table illustrates the 

dependence of some poorer countries on grain imports from Ukraine and Russia.  
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Moreover, China's stringent lockdown policies are testing the endurance of its 

population and disrupting global value chains, particularly in the electronics and 

computer component sectors, affecting the supply of products to the global market.  

The political divide between the few rich liberal democracies and the rest of the world 

has become evident in 2022: even a former pacifist such as NATO Secretary General 

Jens Stoltenberg has pointed out the risk of ‘a more dangerous and competitive 

 world in which authoritarian regimes such as Russia and China are openly challenging 

the international order’. A strategic consequence is the increase in military 

expenditure and exercises, also in the EU. The crises resulting from the geopolitical 

framework add to the difficult economic situation dictated by two years of fighting 

Covid-19: the borders imposed to cope with the pandemic have sometimes 

prevented supply along the value chains. Consider, in this respect, how the accident 

of the cargo ship Ever Given, which blocked maritime traffic in the Suez Canal for six 

days in March 2020, resulted in a 5% rise in the price of oil.  Hence, the need to reduce 

risks by shortening production chains and reallocating production steps. As a 

consequence, the internationalisation of companies may proceed at a lower and less 

uniform pace across different sectors and along global value chains, so that the 

deglobalisation process may accelerate due to both reinvigorated geopolitical 

tensions and the macroeconomic effect of recent fiscal stimuli.  The geopolitical split 

between affluent liberal democracies and other global regions became starkly 

apparent in 2022. Even traditionally peace-oriented figures like NATO Secretary 

General Jens Stoltenberg have acknowledged the emergence of a more perilous and 

competitive global landscape, where authoritarian states like Russia and China are 

openly defying the established international order. This has led to escalated military 

spending and exercises, including within the EU. In Italy, for instance, specific 

legislation related to Ukraine has been enacted to support NATO's efforts on its 

eastern boundaries. Compounding these geopolitical tensions are the economic 

challenges wrought by two years of battling the Covid-19 pandemic. Pandemic-

induced border restrictions have at times disrupted supply chains. A notable example 
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of this was the Ever Given cargo ship incident in March 2020, which obstructed the 

Suez Canal for six days, leading to a 5% surge in oil prices. This situation underscores 

the need to mitigate risks by shortening and reorganizing production chains. 

Consequently, the pace and extent of companies' internationalization may vary 

across sectors and along global supply chains, potentially accelerating the process of 

deglobalization due to renewed geopolitical strains and the macroeconomic impacts 

of recent fiscal policies. Data presented in Table indicates a stabilization in the ratio 

of global exports to GDP since the 2008 financial crisis, particularly for tangible goods, 

marking a departure from a lengthy period of significant growth. Emerging 

economies, 60% of which are facing financial difficulties, are likely to bear the brunt 

of a potential downturn in global trade. In regions such as the Sahel and West Africa, 

severe food insecurity has escalated dramatically, as noted by the FAO. The conflict 

in Ukraine has exacerbated global price hikes for essential commodities like fuel, 

fertilizers, and certain food items, intensifying the crisis in places like Kenya, Somalia, 

and Ethiopia. Political unrest and supply crises have sparked widespread civilian 

discontent in countries like Sri Lanka, Tunisia, Libya, and Lebanon. Sri Lanka's political 

upheaval led to the resignation of the ruling Rajapaksa brothers, but the country 

remains burdened with significant debts to China. Tunisia is grappling with 

authoritarian tendencies in its leadership amidst deteriorating economic conditions. 

Libya faces multiple crises, including power shortages, oil production decline, and 

political rivalry between governments in Tripoli and Tobruk, with international 

backing from various countries. Turkey's role in this geopolitical landscape is 

particularly precarious, given its intricate ties with Moscow, soaring inflation, and 

looming presidential elections. The ongoing conflict in Europe, though not directly 

involving the US and China, signals a growing 'decoupling' – a term originally from the 

energy sector – between Chinese and Western economies. The mutual dependence 

has increasingly become a tool in geopolitical strategies, promoting a shift towards 

economic decoupling and heightened national security pursuits. This divergence is 

evident in US-China trade, particularly in sectors impacted by additional tariffs. The 

increasing independence of value chains globally could amplify this trend. Table 
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showcases the 'decoupling' phenomenon through the disparity between projected 

trade patterns and actual data in sectors affected by import tariffs. 

A shift towards a bipolar world could intensify pressure on Europe, potentially 

diminishing the EU's influence in geo-economic and regulatory spheres. This could 

delay critical reforms, such as combating energy poverty through reduced energy 

taxes and faster adoption of renewable energy sources. The Chinese behemoth is 

navigating a balance between domestic economic deceleration and expanding its 

foreign investments. As the G20's second-largest economy, China's GDP stood at 

nearly eighteen trillion dollars by the end of 2021, trailing the USA and ahead of the 

Eurozone. The country has experienced extraordinary growth, averaging about +9% 

annually since the 1980s, a result of its 'open-door' policy. This policy propelled China 

into the upper middle-income country category, lifting over eight hundred million 

citizens out of poverty and contributing to 15% of global merchandise exports. In 

2022, China faces internal challenges such as a declining housing market, youth 

unemployment nearing 20%, and a slowdown in GDP growth, partly due to post-

pandemic restrictions. Despite these domestic issues, China's foreign policy, 

particularly the Belt and Road Initiative aimed at enhancing connectivity between 

Asia and Europe, continues unabated. This initiative is seen as a global infrastructure 

endeavour central to China’s economic strategy. Within Central Asia and Africa, China 

 Figure 2 Source: Oxford Economics 
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has become a crucial funding source for technology and infrastructure projects. This 

has raised concerns among Western nations regarding potential political hegemony 

pursuits, financial sustainability, and adherence to social and environmental 

standards in global markets. Despite increased Chinese involvement in Sub-Saharan 

Africa, resulting in more investment and trade, the region faces growing debt and 

limited support for local businesses. The Indo-Pacific region has emerged as a focal 

point in the resurgence of global power competition. China's expanding influence in 

this region has prompted traditional powers like the US, Australia, New Zealand, and 

Japan to deepen their engagement with Pacific countries, focusing on regional 

alliances, maritime security, financial aid, diplomatic relations, and military 

cooperation. Despite the region's countries preferring to avoid geostrategic 

competition, current global rivalries have transformed the Pacific into a contested 

and somewhat unstable area, potentially impacting regional cooperation and 

international law adherence. EU-China diplomatic relations have seen a downward 

trend in recent years. In 2021, tensions escalated due to Chinese sanctions and 

European Parliament criticism of Hong Kong's democratic oppression and human 

rights violations in Xinjiang. In 2022, China's non-condemnation of Russia's invasion 

of Ukraine and non-participation in sanctions further strained relations. The potential 

dominance of China in strategic technologies is a growing concern for the EU. The 

influx of inexpensive Chinese products has fuelled globalization, culminating in 2016 

when Chinese foreign investments in Europe surpassed EU investments in China. 

These investments, reflecting a long-term economic strategy, have increasingly 

influenced enterprise management. The EU, recognizing the job creation and 

resource optimization benefits of foreign investments, began scrutinizing their 

political-strategic implications in 2017. It is crucial for European companies to 

integrate into global value chains, as foreign investments bring capital to smaller 

companies and open up distant markets, enhancing competitiveness through 

innovation, capital, technology, and novel working methods. However, increased 

foreign interest in EU equities, particularly from China, has prompted a unified 

regulatory response from the EU. The US has also heightened scrutiny of Chinese 
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investments based on national security threats. These measures aim to protect 

national interests without retreating from the principles of a single market, 

particularly for export-oriented countries like Italy that rely on investment 

attractiveness. Italy's strict regulations on foreign mergers and acquisitions in 

strategic sectors serve as a government oversight mechanism, ensuring the 

protection of national interests. 

Foreign enterprises in Italy have contributed significantly to the country's added 

value over the past decade, involving thousands of companies with substantial 

turnover and employment figures. Yet, the surge in foreign investments in high-tech 

sectors, either through takeovers, mergers, or new 'green-field' investments, raises 

concerns. China's strategy in industrial automation and digitalization fields aligns with 

its 'Made in China 2025' plan, aiming for technological self-sufficiency and 

manufacturing dominance. 

Italy's participation in the 'New Silk Road' initiative, the first G7 country to do so, 

could lead to a stronger presence of Chinese entities in Italy, backed by financial 

cooperation agreements. However, Italy's robust legal framework, as an EU member 

and individually, mitigates risks associated with strategic investments and loss of 

control over sensitive activities. Italy's 'golden power' legislation allows the 

government to exercise special powers to protect national interests, including the 

right to veto or oppose acquisitions in strategic sectors by foreign entities. 

 

Italian 

company 

Type of activity Chinese actor Description 
of operation 

Outcome 

Verisem B.V. Seeds heritage o f  
Italian food biodiversity 

Syngenta Crop Protection 
Ag 

Acquisition of the 
entire company and 
its subsidiaries 

Opposition power 
exercised 

LPE Development of 
epitaxial reactors for 
the production of semi-
conductors 

Shenzhen Invenland 
Holdings 

Survey of 70% of 
the company 

Opposition power 
exercised 

Linkem, 
Fastweb 

Mobile data network 
technology and 5G 

Zte, Huawei Contracts for the 
supply o f  5G 
technology to Italian 
companies 

Imposition of 
specific 
requirements 
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Applie 
Materials 
Italy 

Engineering solutions 
for semiconductors and 
photovoltaic material 

Zhejiang Jingsheng 
Mechanical 

Transfer of business 
branches 

Opposition power 
exercised 

Alpi Aviation Production of military 
drones 

Mars Information 
Technology 

Acquisition of 75% 
of the share capital 

Exercised veto 
power 

Robox Control systems for 
industrial robots 

Effort Intelligent Equipment Acquisition of a 
technical licence and 
increase of the 
shareholding from 
40% to 49%. 

Opposition power 
exercised 

Figure 3 Author's elaborations 

The table illustrates the outcomes of Chinese investment attempts in strategic Italian 

or multinational companies after the exercise of these special powers. Chinese 

acquisitions are not alone in attracting government scrutiny. In 2022, the Italian 

government intervened to prevent the takeover of Faber Industries, based in Friuli, 

by Rusatom Gas Tech, a subsidiary of Russia's atomic energy agency. The Italian 

company acknowledged that the shifting global geopolitical landscape had altered 

potential opportunities and priorities. This rise in governmental oversight of business 

transactions is due in part to recent enhancements to Italy's 'golden power' 

regulations. 

Since its inception in 2012, the 'golden power' regulation in Italy, analogous to the 

'golden share' and 'action spécifique' mechanisms in English and French law, 

respectively, was initially aimed at overseeing special powers in the privatization of 

public enterprises. Regulatory measures in company law aimed at protecting public 

shareholders' interests in strategic sectors for the national economy have been 

prevalent. For instance, the 2006 Finance Act introduced a mechanism akin to a 

poison pill in Italy, enabling public shareholders in publicly owned companies to 

counter hostile takeovers. Despite facing criticism from the European Commission in 

2009 and 2011 for disproportionate measures, the 2012 Italian reform transformed 

the 'golden share' into 'golden power'. This change shifted the focus from share 

ownership to legislative regulation of the exercise of special powers, including 

defining strategic activities and setting criteria for their use. However, a cohesive EU 

framework was necessary. In 2017, France, Germany, and Italy alerted the EU to the 

unbalanced investment conditions faced by European companies compared to those 
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from other countries. The European Council then acknowledged that trade and 

investment should be fair and mutually beneficial. The subsequent EU regulation 

provides a legal framework for national investment control mechanisms, recognizing 

member states' exclusive rights in national security and public order matters. It allows 

for cooperation and information exchange between member states and the 

European Commission, upholding national regimes. Member states retain the 

authority to establish investment control mechanisms, adhering to proportionality 

principles based on objective and publicly available criteria, justified by overriding 

public interest reasons. 

The pandemic prompted further development of the 'golden power' discipline, 

coinciding with the delay in implementing the Corporate Crisis and Insolvency Code. 

Market devaluations heightened the risk of predatory takeovers, particularly in 

strategic sectors, prompting legislative intervention. The 'liquidity decree' expanded 

sectors of strategic relevance, starting with healthcare, under guidance from the 

European Commission, which urged member states to protect critical health 

infrastructure and other sectors. The government's special powers to safeguard 

strategic assets were broadened, as noted by the Parliamentary Committee for the 

Security of the Republic in its annual report. Notified operations increased 

significantly, particularly in energy, transport, and finance sectors. Following the 

pandemic, the outbreak of war in Europe in 2022 heightened the need for strategies 

to protect critical infrastructures against potential cyber warfare. The 'golden power' 

decree extended to intangible assets like security software, effective in 2022. The 

President of the Council of Ministers in Italy is responsible for identifying activities of 

strategic national importance, encompassing defence, security, communication, and 

financial infrastructures. Special powers may be activated in these areas. The Italian 

government simplified procedures for notifying transactions, creating a strategic 

evaluation unit within the Department for Administrative Coordination. A 

memorandum of understanding signed in July 2022 allows collaboration with the 

Guardia di Finanza to protect strategic Italian assets from hostile takeovers. The 

'golden power' regulation reflects a convergence of international geopolitical risks, 
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national security, and strategic growth, with centralized decision-making under the 

Prime Minister's Office. These developments represent a new form of state 

interventionism in the economy to protect national interests, allowing limitations on 

European principles of free establishment and capital movement for strategic asset 

protection. In this historical phase, 'golden power' responds to deglobalization and 

contrasting international perspectives. Understanding a company's geostrategic 

position in production chains and territories is crucial for national security and 

economic resilience. 

In sectors like 5G, 'golden power' is essential to counter threats like Chinese economic 

imperialism. China's global economic rise has not only altered geopolitical dynamics 

but also significantly influenced the globalization process. The pandemic and the 

Russian invasion of Ukraine have intensified geopolitical tensions, highlighting 

historical rivalries amid political instability, contributing to food, energy, and climate 

insecurity. While economic interdependence can lead to political alignment, China's 

internal liberalization reforms since 1978 have strengthened its global economic 

presence, impacting productivity and growth of its trading partners. This process has 

also bolstered political alliances.  Trade dynamics are influenced by shared value 

systems and geostrategic concerns. Rapid economic growth and involvement in 

global value chains can increase a country's economic influence over its trading 

partners. For democratic systems, economic integration reinforces democratic 

elements, despite trade with non-democratic partners having no impact on 

institutions or citizens' value preferences. Hence, trade between democratic partners 

promotes appreciation for democracy, consolidating support for democratic 

institutions. In conclusion, economic ties serve as both a foundation for alliances 

between countries and a mainstay for supporting democracy, especially in the face 

of global trade and geopolitical reconfigurations. This view holds that economic 

connections are crucial for cultivating alliances and strengthening democratic 

support in the current global landscape. 
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Interrelation and Shortening of the Supply Chain 

In recent years, there has been a significant shift in global geopolitical trends, moving 

away from an era marked by high levels of interdependence towards a new paradigm 

emphasizing shorter supply chains and increased regionalization. This transformation 

is driven by various factors, including the desire for greater economic security, 

political shifts, and reactions to global challenges such as the COVID-19 pandemic and 

climate change. The previous era was characterized by globalization, where nations 

were highly interdependent, relying on complex, extended supply chains that 

spanned the globe. This system was efficient in terms of cost and resource allocation 

but also made countries vulnerable to disruptions in distant parts of the world. The 

2008 financial crisis and later the COVID-19 pandemic highlighted these 

vulnerabilities, sparking a re-evaluation of global interdependence. 

The current trend towards shorter supply chains is marked by a focus on 

regionalization and nearshoring. Countries and companies are increasingly seeking to 

bring production closer to home to reduce dependence on distant suppliers and 

mitigate risks associated with global supply chain disruptions. This shift is also 

motivated by the desire to have greater control over environmental and labour 

standards, as well as to respond more quickly to market changes. 

The geopolitical landscape is also being reshaped by technological advancements and 

the shift towards renewable energy sources, which require different supply chains 

than traditional fossil fuels. Nations are now focusing on securing supplies of critical 

raw materials needed for technologies like electric vehicle batteries and solar panels, 

leading to new alliances and trade partnerships. This new era is not without its 

challenges. Shortening supply chains can lead to increased costs and a reduction in 

economic efficiency. There is also the risk of protectionism, where countries prioritize 

their own industries at the expense of international cooperation and trade. 

The global geopolitical landscape is undergoing a significant transformation, with 

nations increasingly focusing on shorter, more resilient supply chains. This shift, while 



 

51 
 

offering certain advantages, also presents new challenges that need to be navigated 

carefully to ensure sustainable and equitable growth. 

ESG as a decoupling strategy and a ‘phygital’ future 

In the sphere of global economic dynamics, the adoption of Environmental, Social, 

and Governance (ESG) criteria by European and Western economies represents a 

strategic approach that potentially leads to a form of economic decoupling from 

other global economies. This decoupling is not merely a disengagement but rather a 

distinct divergence in prioritizing sustainability and ethical business practices. 

European and Western economies, through rigorous integration of ESG standards, 

are increasingly aligning their economic growth with sustainable development goals, 

thereby setting a different trajectory compared to economies that may not prioritize 

these criteria as strongly. This approach can lead to a competitive advantage in global 

markets increasingly sensitive to sustainability issues. For instance, by emphasizing 

environmental sustainability, Western economies are potentially positioning 

themselves at the forefront of green technology and renewable energy markets, 

sectors anticipated to dominate future economic landscapes. Similarly, the social and 

governance components of ESG criteria emphasize fair labour practices, gender 

equality, and corporate transparency, which are becoming pivotal in consumer 

decision-making and investor preferences. However, this divergence also raises 

concerns regarding global economic inequalities and the potential for creating new 

forms of economic divides. The risk is that while European and Western economies 

advance in sustainable practices, other economies might lag, widening the gap in 

economic development and access to sustainable technologies. Therefore, while ESG 

criteria serve as a tool for decoupling in a positive sense by fostering sustainable 

growth, there is a crucial need for collaborative global strategies to ensure that this 

decoupling does not exacerbate existing global economic disparities but instead 

contributes to a more inclusive and sustainable global economic development. 

The ‘phygital’ trend – a fusion of the physical and digital worlds – takes on a profound 

significance, reflecting how technological advancements are reshaping global 
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interactions and power dynamics. This trend underscores a pivotal shift in the way 

nations engage with each other, leveraging digital platforms to extend their 

influence, disseminate information, and engage in diplomacy. 

In the geopolitical arena, the phygital concept is particularly relevant in the realm of 

cyber diplomacy and digital sovereignty. Nations are increasingly utilizing digital tools 

to project power, influence public opinion, and conduct diplomacy. Social media 

platforms, for instance, have become arenas for geopolitical discourse, enabling 

states to engage directly with global audiences and influence international narratives. 

This digital engagement coexists with traditional diplomatic practices, indicating a 

hybrid approach to international relations. 

Furthermore, the phygital trend has implications for national security and 

surveillance. The integration of digital technologies into physical spaces has led to the 

development of sophisticated surveillance systems, enhancing state capacity to 

monitor and respond to threats. However, this also raises concerns about privacy and 

the balance between security and individual freedoms. 

The phygital phenomenon also influences economic geopolitics. Digital platforms are 

becoming crucial for international trade and economic diplomacy. The digital 

economy transcends physical borders, enabling nations to establish new trade 

relationships and alliances. Digital currencies and blockchain technologies, for 

example, offer alternatives to traditional financial systems and have the potential to 

shift economic power dynamics. The phygital trend in geopolitics represents the 

increasingly intertwined nature of digital and physical realms in shaping global power 

structures, diplomatic relations, and national security strategies. It reflects a world 

where digital technology is not just a tool, but a critical component of geopolitical 

strategy and influence. 

In the realm of global value chains (GVCs), the interplay between competitiveness 

and value creation is pivotal for shaping strategic business decisions. Competitiveness 

in this context hinges on a firm's ability to integrate effectively into GVCs, leveraging 

its unique capabilities to deliver value at various stages of the production process. 
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This requires not only efficiency and innovation but also a keen understanding of 

market dynamics and a commitment to sustainable practices. Value creation, 

meanwhile, extends beyond mere economic gains to encompass environmental and 

social contributions, reflecting a broader perspective on what constitutes true 

business success. As companies navigate the complexities of GVCs, strategies that 

blend technological advancement with ethical practices are increasingly seen as 

essential to achieving sustainable competitiveness in a globally connected economy. 

Italy's Position in the New International Scenario and Strategic Framework1 

The Russian invasion of Ukraine, which occurred while the world was still reeling from 

the impact of the pandemic, had devastating effects on the global economy. The 

surge in energy prices triggered a sudden and violent inflationary dynamic, and the 

increase in the cost of living led to a reduction in the real incomes of billions of people 

worldwide. Regarding international investment flows, the repercussions of the war 

and the consequent economic sanctions adopted by Western countries against 

Moscow affect not only the countries most directly involved in the conflict but extend 

far beyond the fate of the stock of foreign direct investment (FDI) accumulated by 

OECD countries in Russia (about 400 billion dollars at the start of the conflict), which 

has been significantly jeopardized. Faced with the multiple ongoing crises, many 

countries around the world could enter a recession or, in any case, experience slow 

growth; economic and political instability, deteriorating financing conditions, 

investor risk aversion, and, especially in developing countries, the predictable 

increasing tensions on debt levels are all factors likely to exert significant downward 

pressure on FDIs. Meanwhile, in 2022, the number of protectionist measures related 

to foreign direct investments (as well as trade exchanges) increased significantly, in 

line with the trend of the past five years. All this risks severely impacting international 

production, which – since the 1990s – has been a fundamental driver of global 

economic growth and development; particularly affected could be the components 

 
1 This paragraph is based on Mutinelli, M., 2023. Lo scenario internazionale e la posizione dell’Italia. 
Università degli Studi di Brescia and Faramondi, A., Majocchi, A., Monducci, R., Rungi, A. and Ruocco, 
A., 2023. Le imprese estere in Italia: tra segnali di ripresa e nuovi rischi globali. Rubbettino Editore. 
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of international investments that most impact economic growth, namely industrial 

and infrastructural greenfield projects, which are especially burdened by the rise in 

energy costs and the shortage of construction materials. 

In 2021, global FDI flows had returned to pre-pandemic levels (1.6 trillion dollars, 

compared to values below 1 trillion dollars in 2020), thanks mainly to the robust 

recovery of cross-border mergers and acquisitions and the strong increase in the 

value of International Project Finance (IPF) projects, the latter encouraged by flexible 

financing conditions and infrastructure stimuli from national governments and 

supranational organizations. The recovery of FDI flows continued in the early months 

of 2022, but the consequences of the conflict soon became evident, and by the 

second half of the year, there was a sharp reversal of trend. According to preliminary 

data from the OECD, 2022 would end with global FDI flows down 24% compared to 

the previous year. The deterioration in financing conditions, rising interest rates, and 

growing market uncertainty mainly hit the components that had most contributed to 

the FDI recovery in 2021. In 2022, the value of cross-border M&As is estimated to 

have decreased by 6% globally and by 50% in the United States, the world's largest 

market for such operations, while the value of IPF projects fell by over 30% compared 

to the previous year. The situation does not appear to have changed in the early 

months of 2023: according to some preliminary estimates, compared to the same 

period in 2022, the first half of the year would have ended with a decline in cross-

border M&As of around 50% for the United States and 70% for Western Europe. 

The contribution of transnational greenfield projects remained positive: according to 

fDi Markets, a Business Intelligence database of the Financial Times that tracks such 

initiatives globally, in 2022, international investors announced more than 16,000 FDI 

projects, worth 1.155 trillion dollars and with the expected creation of over 2.2 

million jobs. The number of greenfield projects increased by 16% compared to 2021, 

while the planned investments grew by 64%, thanks mainly to a record number of 

large-scale projects (159 investment projects envisage investments of over 1 billion 

dollars). The sharp increase in the number of mega greenfield projects is partly 

explained by the fact that due to changing financing conditions, the usually preferred 
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option for large projects – international project finance – was partly replaced by 

corporate financing. The shift from project to corporate financing, i.e., from IPF to 

greenfield, has particularly characterized renewable energy, a sector that has 

confirmed itself for the fourth consecutive year as the one attracting the most 

investments globally. Egypt stands out, thanks to some very large green hydrogen 

projects, a renewable fuel considered by many analysts as the main productive 

source of the coming years, given its high energy versatility and low environmental 

impact. The United States emerged as the main destination country for greenfield 

investments, thanks to a high number of large-scale investment projects, especially 

in the semiconductor and battery sectors, and robust public support, which thus 

partially compensated for the collapse of cross-border M&As. The collapse of new 

investments in China continued, which until a few years ago was the world's leading 

market for greenfield projects: compared to 2019, the number of projects announced 

in the large Asian country fell by 60% in 2022, while the planned investments 

decreased by 68%. For Europe, the fDi Markets data paint a resilient picture. Last 

year, a total of 6,305 projects were announced, a number slightly down from 2021 

and below the pre-pandemic record highs, but still about 5% higher than the average 

of the past decade. This figure reflects the almost complete disappearance of projects 

towards Russia after its expulsion from the global economic order (only 13 projects 

announced in 2022), while previously it was invariably among the top ten European 

countries receiving FDIs. Western Europe, in particular, confirmed itself as the 

regional area attracting the highest number of FDI projects (5,250 projects in 2022), 

while in terms of planned investments (279 billion dollars), it is second only to the 

Asia-Pacific. 

Turning to our country, data on FDI flows and stocks confirm the existence of an 

internationalization deficit compared to other major European countries: both in 

terms of inbound FDIs (i.e., foreign companies' direct investments in the domestic 

economy) and, especially, outbound FDIs (i.e., domestic companies' direct 

investments abroad). At the end of 2021, the ratio of inbound FDIs to GDP was 21.6% 

for Italy, compared to 26.7% for Germany, 33.1% for France, and 84.1% for the United 
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Kingdom. The gaps are even wider in terms of outbound investments, with Italy 

showing an outbound FDI to GDP ratio (26.2%) of about half that of Germany (50.3%) 

and France (52.2%) and a third of that of the United Kingdom (69.2%). 

As for active internationalization, Italy's net outbound FDI flows fluctuated from 

relatively high levels between 2005 and 2011 (averaging over 50 billion dollars/year, 

corresponding to 3.5% of the world total, with peaks above 4%), before collapsing to 

8 billion dollars in 2012; subsequently, they stabilized in the period 2013-2019 at 

values between 16 and 32 billion dollars/year, with an incidence always below 2% of 

the world total. In 2020, the flows were even negative (-2 billion dollars), before rising 

to 28 billion dollars in 2021, equal to 1.6% of the world total. However, it should be 

noted that many large Italian companies invest abroad from other European 

countries, where they have established the holding company or have subsidiaries 

acting as regional sub-holdings, making the flow data particularly penalizing for our 

country. 

On the passive internationalization side, inbound FDI flows had peaked just before 

the global financial crisis (42.6 billion dollars in 2006 and 43.9 billion dollars in 2007), 

only to become negative with the outbreak of the crisis (-10.8 billion dollars in 2008). 

In the following years, there was a gradual recovery, interrupted only in 2012 when 

net inbound FDI flows were essentially zero; the recovery continued until 2018 (37.7 

billion dollars), then a decline to 18 billion dollars in 2019 and a new negative peak (-

23.6 billion) in 2020, before partially improving in 2021 (-8.9 billion dollars). 

According to preliminary data from the Bank of Italy, foreign direct investments in 

Italy in 2022 would have accelerated to 29 billion, exceeding the average levels of the 

five years preceding 2020; outbound direct investments, on the other hand, would 

have decreased to 9 billion, after the strong rebound the previous year. Positive notes 

on the inbound investment side also emerge for our country from fDi Markets data: 

Italy is the only major European country to have recorded in 2022 an increase both 

in the number of investment projects (+15%) and in capital investments: over 24 

billion dollars in 2022, equal to 7.1% of the total, placing Italy fourth in Western 
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Europe after the United Kingdom, Spain, and Ireland. Also on the outbound 

investment side, Italy ranks fourth in Europe for the value of announced projects, 

albeit far behind the United Kingdom, France, and Germany, but drops to eighth 

position when looking at the number of projects, preceded also by Switzerland, the 

Netherlands, Spain, and Sweden. Thus, in 2022, despite an unfavorable international 

situation, Italy seems to have gone somewhat against the trend, especially in terms 

of attractiveness towards foreign direct investments. 

Although Italy's level of international integration of economic activities is lower than 

that of other European countries, multinational companies play a significant role in 

our economic system, as clearly shown by data provided by ISTAT on the structure of 

nationally controlled enterprises residing abroad (i.e., foreign companies controlled 

by Italian companies) and Italian companies under foreign control (i.e., the Italian 

affiliates of foreign multinationals). Regarding active internationalization, according 

to the most recent survey published by ISTAT on the activities of multinational 

enterprises in Italy, by the end of 2020, Italian multinational companies were present 

in 175 foreign countries with 24,103 subsidiaries, employing almost 1.8 million 

people (of which over 980,000 in industry and 719,000 in services) and generating a 

turnover of about 499 billion euros. On the passive internationalization side, by the 

end of 2020, foreign-controlled companies residing in Italy were 15,631, employing 

over 1.5 million people (524,000 in industry and 978,000 in services), with a turnover 

– excluding financial and insurance activities – of just under 547 billion euros and a 

value added of 121.7 billion euros. Foreign-controlled companies represented only 

0.4% of active companies in Italy, but their weight rose to 8.8% of employees, 16.5% 

in terms of added value, and 19.1% for turnover. The contribution of foreign capital 

companies further increases when considering foreign trade (these companies are 

responsible for 32.3% of national exports and 50.3% of imports) and research and 

development, where they account for 26.8% of total R&D spending by all Italian 

companies, with R&D investments per employee three times higher than those of 

nationally controlled companies. The ISTAT survey also confirms that foreign-

controlled companies perform far better than Italian-owned companies: value added 
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per employee is almost double (81,000 euros for foreign-controlled companies versus 

36,600 euros for domestic ones), thanks also to the larger average size of foreign-

controlled companies (96.1 employees per company, compared to 3.6 employees for 

domestic companies); however, even for companies of equal size, value added per 

employee for large foreign-controlled companies is thirty percentage points higher 

than that of large domestic companies (72,400 euros compared to 55,400). 

The control of foreign companies operating in Italy is predominantly held by entities 

within the European Union. Of the total foreign-controlled companies, those under 

European control account for 52.4%, employ 54.0% of the workforce, and generate 

50.6% of the revenue. Following Brexit, the EU's shares have decreased compared to 

2019, while those from other European countries have increased to 23.1% of 

companies, 16.9% of employees, and 15.1% of revenue. North America follows with 

15.4% of foreign affiliates, 21.5% of employees, and 21.0% of revenue. Although 

Asian multinationals represent a smaller portion (7.1% of foreign-controlled 

companies), they contribute 6.8% of the workforce and 12% of the revenue under 

foreign control. 

Foreign multinationals headquartered in the EU are heavily involved in public utilities 

sectors, such as the supply of electricity, gas, steam, and air conditioning (89.4% of 

the foreign-controlled workforce in the sector and 83.1% of revenue), and the supply 

of water, sewerage, waste management, and remediation activities (88.7% of the 

workforce and 83.0% of revenue). They also play significant roles in financial and 

insurance activities (84.1% of the workforce), metallurgy (74.4% of the workforce and 

70.1% of revenue), and the manufacturing of clothing and leather goods (69.0% of 

the workforce and 77.1% of revenue). 

Multinationals controlled by residents of other European countries are primarily 

active in the food, beverage, and tobacco industries (31.3% of the workforce and 

25.4% of revenue), the repair, maintenance, and installation of machinery and 

equipment (30.9% of the workforce and 29.9% of revenue), and rental, travel 

agencies, and business support services (25.7% of the workforce and 14.1% of 
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revenue). Meanwhile, North American multinationals are prominent in furniture 

manufacturing (55.7% of the workforce and 58.6% of revenue), transportation and 

storage (42.3% of the workforce and 27.9% of revenue), and the manufacturing of 

motor vehicles, trailers, and semi-trailers (41.4% of the workforce and 35.1% of 

revenue). The top ten countries of residence of foreign multinationals by the number 

of companies controlled in Italy account for 81.8% of companies, 86.9% of the 

workforce, and 81.3% of revenue. Despite the presence of 106 countries, the 

economically significant origins of investors are concentrated in a much smaller 

number of countries (Cartogram 1). The most significant foreign investor is the United 

States (14.8% of companies, 21.0% of employees, and 28.1% of revenue), followed 

by Germany (14.0% of companies, 13.6% of employees, and 12.9% of revenue) and 

the United Kingdom (13.3% of companies, 7.9% of employees, and 7.4% of revenue). 

In the manufacturing sector, companies based in the United States hold the 

predominant control (16.1% of companies, 22.3% of employees, and 22.4% of 

revenue), followed by those based in Germany (15.5% of companies, 13.1% of 

employees, and 13.7% of revenue) and France (12.4% of companies, 14.6% of 

employees, and 10.9% of revenue). In the non-manufacturing industry (particularly 

the energy and extractive sectors), Germany leads with 16.4% of companies, 9.6% of 

employees, and 2.3% of revenue, while France, despite not having the most 

companies, dominates in terms of employment and revenue (41.5% of employees 

and 82.2% of revenue). In the commerce sector, where multinational groups have a 

significant presence, Germany holds the top position with 21.6% of companies, 23.2% 

of employees, and 18.2% of revenue, followed by the United States with 14.4% of 

companies, 14.0% of employees, and 19.6% of revenue. In non-commercial services, 

although the United Kingdom has the highest number of companies (18.3%), the 

United States has greater economic relevance in terms of employment (23.8% of 

employees) and revenue (41.4%). 
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Area of Origin of Investors for Foreign-Controlled Companies in Italy - Year 2020  

Area of Orgin Companies (%) Employees (%) Revenues (%) 

Other areas 2.0 0.9 1.3 

Asia 7.1 6.8 12.0 

North America 15.4 21.5 21.0 

Other European countries 23.1 16.9 15.1 

EU27 52.4 54.0 50.6 

Figure 4 Source: ISTAT data, Faramondi, A., Majocchi, A., Monducci, R., Rungi, A. and Ruocco, A., (2023) 

 

Competitive Context in Italy 

It is useful to consider the structure of the Italian system and the characteristics that 

determine its attractiveness for investment. By considering how Italy, through the 

entities discussed later in this chapter, presents the country's strengths, it is possible 

to summarize the main elements right away. Firstly, Italy is the eighth-largest 

economy in the world and the third in Europe, with a domestic market of 60 million 

people and a GDP per capita at current prices of nearly 36,000 USD (IMF 2018). Italian 

households are among the least indebted in Europe, with debt amounting to 76.4% 

of disposable income (OECD 2016), much lower than most European countries. Italy 

is one of the main gateways to a market of 500 million consumers in the European 

Union and 270 million in North Africa and the Middle East. The country hosts 

numerous centers of excellence in research and development, with fifteen Italian 

universities ranked among the top five hundred in the world according to major 

international rankings; its research excellence is noteworthy, as it is the fifth country 

in the world for the average number of citations of scientific publications produced. 

The strength of the system also lies in its network of small and medium-sized 

enterprises (SMEs), which are among the most innovative on the continent: the 

percentage of SMEs that have introduced product, process, strategic, and 

organizational innovations is above the EU average. Italy is among the countries with 

the highest number of international industrial design registration applications and 

ranks third in the special ranking of countries with the highest number of trademark 

applications in agri-food. Italy is the second-largest manufacturing economy in 
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Europe and the seventh worldwide, with a trade surplus of 103.8 billion USD (WTO 

2016). Our country ranks fifth in the world for manufacturing balance with 99.1 billion 

USD. In the pharmaceutical sector, where both national and multinational companies 

operate successfully, Italy has established itself as a leading European production 

center, consistently ranking second in terms of production value, behind Germany 

and ahead of France, the United Kingdom, and Spain. Italy employs the most 

advanced technologies in the manufacturing sector for the processing of raw 

materials, using less energy in production processes than France, Spain, and 

Germany. Furthermore, Italy is a world leader in renewable energy and domestic use 

of electricity from these sources: with 13.7% energy saved, we are ahead of Spain, 

France, and Germany. 

Investing in Italy means accessing an immense wealth of unique intellectual and 

specialized knowledge in all fields and exceptional know-how in strategic sectors such 

as machinery, automation, fashion and design, and food and cuisine. In recent years, 

Italy has also opened up to foreign investments in sensitive sectors such as energy, 

networks, telecommunications, and transport. Another strength is the cultural 

heritage: the country is the fifth most popular tourist destination in the world. 

Italy's position in international rankings is once again rising, as evidenced by major 

global research institute rankings. Among the most important reports concerning 

attractiveness and competitiveness is the annual report published by the World 

Economic Forum on countries' competitiveness. This work applies the 

competitiveness paradigm of a system developed by Porter with contributions from 

Sala i Martin and considers various aspects that influence and determine economic 

performance, consequently impacting the attractiveness of a system. These aspects 

are summarized in a general index articulated in 12 pillars: institutions, infrastructure, 

digital capability, macroeconomic stability, health, skills, product market, labor 

market, financial system, market size, business dynamism, and innovation capability. 

Italy ranks 31st overall and 17th in Europe. 
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More analytically, Italy reaches heterogeneous levels in the analyzed fields. It ranks 

56th for the quality of its institutions, significantly influenced by the incidence of 

organized crime, the low effectiveness (130th place) of the legal system, regulatory 

interference, and the low efficiency in regulating legal disputes, placing the country 

at 137th out of 140 classified countries. On the positive side, digital participation, 

press freedom, the homicide rate, and land administration are particularly 

noteworthy. The infrastructure ranks 21st overall, with notable percentages in 

electrification, air connectivity, and rail density. Our transportation network includes 

about 6,900 km of highways, 1,000 km of high-speed rail connections, and ports that 

can accommodate large cargo ships crossing the Mediterranean. 

The parameters of digital adoption are uniformly good, and the country ranks fifth 

for health quality and macroeconomic stability. Although inflation is stable, potential 

risks are noted in debt dynamics. In terms of skills, the country performs well in the 

teacher-student ratio in primary education and has a good quality professional 

system (44th place) and 56th place for average years of schooling. It ranks fifth 

globally for market dominance in the product market, with a good index for tariffs, 

though it underperforms in system complexity and the distorting effect of taxes and 

subsidies on competition. The labor market is among the top in terms of efficiency 

concerning redundant costs, regulation quality, worker rights, and internal labor 

mobility, but faces significant limitations in salary determination flexibility, hiring and 

firing practices, productivity, labor taxation, and worker-employer cooperation, 

placing it over the 100th position. The financial system shows potential with domestic 

credit access for the private sector at 35th globally, the quality of insurance premiums 

at ninth, but is extremely critical (over 115th position) for SME credit access, major 

capital availability, bank solidity, and the percentage of non-performing loans in the 

total portfolio. Italy is the 12th largest domestic market globally, though it has a low 

import percentage relative to GDP. Regarding business dynamism, it ranks 14th for 

the quality of insolvency regulatory systems, around 30th for the time to start a 

business, and 70th to 90th for entrepreneurial risk attitude, business start-up costs, 

and innovative enterprise growth. Critical areas include the percentage of companies 
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adopting disruptive models and authority delegation capacity. Italy ranks 22nd 

overall for innovation capability, with significant strengths in scientific publications 

(7th), research institution quality (9th), development district quality (4th), trademark 

registrations (19th), patent registrations (22nd), R&D spending (27th), and 

consumption sophistication (39th), though it ranks lower in multi-stakeholder 

collaboration and workforce diversity. 

According to the Global Innovation Index published by the World Intellectual 

Property Organization (WIPO), which tracks innovation indicators of national 

economies, Italy is among the top 50 countries globally, ranking 31st for its economy 

and business innovation rate. The GCI highlights Italy's strengths in healthcare 

quality, large market size, high-level innovation capacity, and good infrastructure. To 

further develop innovation potential, it suggests enhancing digital adoption, 

encouraging the private sector to embrace new business models and disruptive ideas, 

and fostering a more risk-taking entrepreneurial culture. The report indicates the 

modernization of its financial system and public sector administration as areas for 

improvement. Poor performance in these areas translates into insufficient resources 

for innovative investments and high bureaucracy levels that stifle business activity. 

Another critical area is macroeconomic stability. Although public finances appear 

under control, high public debt and uncertainty in future fiscal policy management 

can increase capital access costs for the public sector and private companies. 

During the great recession (2008-2013), the Italian economy lost a significant part of 

its productive capacity. At the same time, its structure evolved. The moderate 

recovery of recent years, driven by manufacturing, has allowed for the recovery of 

upstream industries (machinery, IT, business services) and the development of new 

activities. Over the 2008-2016 period, the added value of the economy increased by 

2.0% at current prices, corresponding to a 5.3 percentage point contraction in 

volume, and over six points below the 2007 peak. This modest growth is entirely 

explained by the progress of some service activities, while added value in industry 

(particularly construction) and telecommunications decreased significantly. Within 

manufacturing, there was a strong recomposition, with the decline of traditional 
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‘made in Italy’ activities (textiles, clothing, home furnishings, tiles, furniture, lighting, 

and white goods), except for food, and the growth of chemicals, plastics processing, 

pharmaceuticals, and, in recent years, the automotive and machinery sectors. These 

changes have been reflected in the business demography (entry and exit of operators 

from the market), dimensional changes in individual economic units, and market 

behaviors. 

The Italian economic system is characterized by a comparatively high number of small 

and very small operators: in the industry and market services sectors (excluding 

financial activities), there were 3.6 million active enterprises in Italy in 2015 (almost 

300,000 fewer than in 2008), compared to 2.4 million in Germany (where they 

increased by 500,000). Including personal services, the universe of enterprises 

reached 4.2 million units in 2015. The reduction in the number of active enterprises 

between 2008 and 2015 particularly affected manufacturing and construction (-

70,000 and -123,000 units, respectively, corresponding to 15.0% and 19.0% of the 

2008 stock) and, among size classes, especially the smallest operators, often 

individual firms. In association with the simultaneous reduction in employment 

levels, apparent productivity and added value per enterprise both showed relatively 

high variations. In particular, between 2011 and 2015, three-quarters of the 

reduction (150,000 units) was borne by individual firms. These still represent the 

majority (almost 63%) of productive units, comprising artisan businesses (18.8%), 

small retail (20.6%), professional activities (15.7%), and a residual share of other self-

employed workers (7.6%). Among these categories, commerce and crafts have lost 

economic units, while professional activities have grown. Enterprises in the strict 

sense, although a minority, generate three-quarters of employment and nearly 87% 

of the added value in the system. This complex composition of the productive system 

corresponds to an equally intricate network of relationships that companies maintain 

with other entrepreneurial entities or institutions: collaboration links or, more simply 

for self-employed workers, diversification of their clientele's characteristics 

(businesses/private individuals, number, distance). In the Italian manufacturing 

system – and particularly in the district experience – subcontracting represents one 
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of the most widespread forms of network economy. From the Istat structural surveys 

(Sci-Pmi), it is possible to identify subcontracting companies as those where at least 

80% of revenue originates from processing on behalf of third parties or on 

commission. In 2005 (and similarly in 2008), subcontracting companies represented 

19.2% of Italian manufacturing companies. In a general context of reduction in the 

number of manufacturing companies between 2005 and 2015 (about 15% fewer) and 

particular suffering in traditional sectors, those with a prevalent vocation for 

subcontracting decreased by 35.0%, accounting for just over 14% of the total. 

The comparison between the trends of subcontracting as a source of revenue (also 

decreased by about 35%) and production costs offers a complementary indication, 

suggesting the possibility of a partial replacement of local suppliers with foreign ones. 

The reduction in the traditional role of subcontracting networks seems to be, at least 

in part, structural. Considering sales to final consumers, the vast majority of individual 

firms operate only locally, within their region of residence. Only a residual group has 

a clientele in more distant areas: associating the range of action with added value per 

worker (labor productivity), these operators turn out to be the strongest. Labor 

productivity increases with the number of clients among other businesses, in all three 

aggregates, also controlling for size. 

For professionals, in particular, about half (332,000) work without employees (one 

worker) and generate over 90% of their turnover only with other businesses (Business 

to Business – B2B), of which over 110,000 have only one client: among these, the 

median level of productivity, net of sectoral characteristics, is about 17% lower 

compared to those with two or more clients. 

The crisis has not substantially altered the structural characteristics of the Italian 

productive system. Italy continues to be characterized by a large presence of micro-

enterprises (with fewer than ten employees), amounting to about 4.2 million. Small 

or very small companies represent, according to Istat, 95% of the total productive 

units and employ about 7.8 million workers (47% against the 29% European average). 

On the other hand, Istat highlights a particularly modest share of larger companies 
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(over 250 employees; 0.1% of enterprises and 19% of employees). According to Istat, 

this fragmentation, only partially mitigated by the presence of business groups, 

results in a very small average size (3.9 employees per enterprise compared to a 

European average of 6.8 employees), a highly simplified ownership structure (63.3% 

of individual companies), and a share of independent workers more than double the 

European average. 

Over 93% of Italian enterprises with employees, equal to about 1.542 million units 

out of 1.644 million total, have fewer than 15 employees. However, only 37% of 

workers are employed in these companies, while 63% work in larger enterprises 

according to the INPS Observatory on enterprises in 2016, which states that about 

79.48% of the total enterprises belong to the 1-5 employment positions class. 

Enterprises with 16 or more employment positions represent 6.22% of the total but 

provide 63.35% of total jobs. 

Among the characteristics of Italian companies, influenced by the dimensional 

elements highlighted, there is often undercapitalization, which potentially makes the 

financial structure fragile, threatening the system's stability and exacerbating the 

already mentioned issues related to financing costs and access to credit difficulties. 

As shown in the figure, on average, Italian companies are financially more fragile than 

their European counterparts, with particularly high short-term exposure, low reliance 

on debt securities, and an equity component significantly below the average. 

In addition to structural aspects, as highlighted in the literature review, institutional 

incentives play a fundamental role in attracting investments. In recent years, this 

topic has become increasingly central to Italian foreign policy. In 2014, a ‘Plan for the 

Extraordinary Promotion of Made in Italy and the Attraction of Investments in Italy’ 

was adopted, identifying subjects and entities responsible for this task. In this 

context, an interministerial committee for attracting foreign investments was created 

to promote investment opportunities and strengthen the presence of foreign 

companies in the territory in synergy. 
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A central role in investment attraction policies has been given to ICE-Agenzia, tasked 

with implementing the Promotion Plan. Recently, an agreement between ICE-Agenzia 

and Invitalia laid the foundations for creating a working group to strengthen the 

construction of the offer for investors and coordinate their activities to increase the 

capacity to attract foreign investments. The Conference of Regions ensures the 

necessary coordination with territorial structures responsible for investment 

attraction. 

For guiding and facilitating the action of the government and local entities, creating 

appropriate synergies, the Interministerial Coordination Committee for the 

Attraction of Foreign Investments, established in 2014 (with the decree-law 133 

known as Sblocca Italia), has been operating for several years. The Committee is 

chaired by the Minister of Economic Development or their delegate and includes 

representatives from the Ministry of Economy and Finance, the Ministry of Foreign 

Affairs and International Cooperation, the Ministry for Simplification and Public 

Administration, and the Permanent Conference for relations between the State, 

Regions, and the autonomous provinces of Trento and Bolzano. Specifically, the 

Committee formulates proposals on operational methods to strengthen and make 

more effective the activities of attracting foreign investments to increase national 

competitiveness and coordinates the activities of administrations and public entities 

regarding the realization of foreign investments. It also collaborates in drafting an 

annual report to Parliament. Finally, the Committee reports to the Ministry of 

Economic Development on the activities carried out, highlighting any specific critical 

issues, delays, or non-compliance by administrations and public entities involved, 

identified during the investment implementation phase. In its activity, which also 

involves examining specific cases of significant foreign investment projects in Italy, 

the Committee has facilitated the coordination of the procedures of the competent 

administrations, promoting the adoption of administrative simplification measures 

provided by the legal system. This function has been appreciated by investors, who 

have reported it to the press on several occasions. 
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The new reality defined in the field of investment attraction has created the 

conditions for establishing a department within the Agency to carry out all activities 

that favor the increase of foreign investments in Italy: promotional actions such as 

the ‘Invest in Italy’ roadshows, organization of seminars, online promotion through 

the development of the Invest in Italy and Invest in Italy Real Estate portals, 

participation in international fairs, creation of investor guides, preparation of sectoral 

notes, training of actors involved in the investment attraction process, and support 

for investors' needs. A strategic asset of the new setup is the establishment of nine 

desks abroad, in the main financial and commercial centers, to intercept potential 

investors, map their international development plans and needs, and provide support 

throughout the investment cycle. After the opening of the first desk in Istanbul 

(October 2015), eight more desks have been activated, including Hong Kong and 

Beijing. The desks' activities are coordinated with Italian diplomatic missions. 

A new geopolitical century: the Case of China 

The investment strategy of China from 1990 to 2021 presents a nuanced case study 

in the evolving dynamics of international economics and globalization. This period, 

inaugurated by China's accession to the World Trade Organization (WTO) in 2001, 

marked a paradigmatic shift in China's economic policy, transitioning from a largely 

insular, state-controlled system to an increasingly open, market-oriented model. This 

shift, however, was not simply a binary transition from autarky to openness; rather, 

it was a complex, strategic manoeuvring within the multifaceted landscape of global 

economics. 

China's entry into the WTO served as a catalyst for its deeper integration into global 

value chains (GVCs), signifying a deliberate policy shift towards embedding the 

Chinese economy within the global trade and production networks. This integration 

was underpinned by a series of targeted industrial policies, designed to strengthen 

China's competitive position in key sectors, particularly in technology and 

manufacturing. The Chinese government's approach was marked by an emphasis on 

state-led development, leveraging state-owned enterprises as key instruments in this 

strategic economic transformation. A notable feature of China's economic strategy in 
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this period was the adoption of a dual technology standard. This approach involved 

the development and promotion of indigenous technological standards and 

frameworks, alongside the adoption and adaptation of international technological 

norms. This dual-standard strategy facilitated China's technological ascendancy and 

secured its strategic autonomy in the global technological arena. It exemplified a 

form of techno-nationalism, where technology was not only a means of economic 

advancement but also a tool of geopolitical strategy. Post-WTO accession, China's 

role in the global economic order evolved from being a passive participant to an 

active shaper of global trade dynamics. This evolution was characterized by a 

strategic shift towards localization and territorial competition. Such a shift 

demonstrated China's nuanced understanding of globalization, where the benefits of 

global integration were balanced against the imperatives of maintaining local 

economic sovereignty and fostering technological self-reliance. 

In recent years, China's growing economic influence has propelled it to the forefront 

of the deglobalization narrative. Contrary to the early predictions of globalization 

theorists, who envisaged a world of diminishing state influence and eroding national 

boundaries, China’s approach underscored the continued relevance of the nation-

state in the global economic system. It began to champion a new form of 

globalization, one that was more reflective of its national interests and strategic 

objectives. 

China's investment strategy from 1990 to 2021 represents a critical case study in the 

complex interplay between globalization, localization, and state-led economic 

development. It highlights the dynamic nature of international economic relations 

and the role of state policy in navigating and shaping these relations. This case study 

provides valuable insights into the mechanisms by which a major economic power 

can simultaneously engage with, adapt to, and redefine the global economic order, 

offering a nuanced perspective on the processes of globalization and deglobalization 

in the contemporary world. 
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Methodological note 

Since there are no data available to date on the phenomenon of Chinese investments 

in Italy, the first exercise done for the drafting of this work was to reconstruct a 

database as complete as possible on Chinese greenfield acquisitions and investments 

in the last twenty years. In order to do so, a parametric search was carried out on 

business intelligence software from Bureau van Dijk (Zephyr initially for the collection 

of financial and strategic data on acquisitions, Orbis for greenfield investments and 

the collection of the financial statements of subsidiaries). The database contains the 

main financial and balance sheet data of the companies involved, useful for the 

evaluation of the business impact of the phenomenon (as detailed in the fourth 

chapter), as well as the qualitative description of the rationale of the operations that 

allowed to reconstruct the main strategies behind the investments. The qualitative 

data available have been enriched with elements deduced from the press review on 

acquisitions of the last decade. Later, through contacts with the Beijing ICE Agency 

during the period spent in China to complete the work, the dataset was compared 

and integrated with an authorized extraction from the REPRINT - Politecnico data. 

Finally, the evidence for the qualitative interpretation comes from the interviews 

carried. The interlocutors for the case of the port of Trieste were: the ownership and 

management of P.L.T. (Piattaforma Logistica Trieste), Trieste Marine Terminal and 

the company Francesco Parisi Casa di Spedizioni S.p.A., the Executive Director CCCC 

International, the Europe General Manager of the CCCC International Marketing 

Department, the head of the CCCC Europe Office. Further interviews involved a 

partner of Pedersoli Law Firm (legal advisor for several acquisitions including Pirelli 

and Ferretti), a Project Manager of Danieli Metallurgical Equipment China, the 

Finance and Economics Officer at the Italian Embassy in Beijing, the Financial Affairs 

Officer at the Italian Embassy in Beijing, the Legal Officer of the Italian Embassy in 

Beijing, the ICE China Network Coordinator, the FDI ICE China Desk Director, the 

research team of the Galileo Galilei Chongqing Institute, the Vice Consul General 

Consulate of Italy in Chongqing, the General Manager of Chongqing Chuanyi 

AnsaldoBreda JV, the General Manager of SWM Srl (today motorcycles of the 
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Chongqing Shineray motorcycle group), the Director of the Chongqing branch of the 

China-Italy Chamber of Commerce, the Vice President of the Italy-China Chamber of 

Commerce in Beijing. 

A political framework 

A superpower is a country capable of projecting its influence around the world and, 

possibly, in several geographical regions at the same time, becoming global 

hegemonic. Differently from what has been and still characterizes already established 

superpowers, China is less inclined to use a widespread military presence, preferring 

instruments of an economic and financial nature, which also include the significant 

influence of the central government on trade flows and foreign direct investment. 

Since the beginning of his presidency, Xi Jinping has progressively redirected his 

foreign policy to complement the economic initiative with a more incisive diplomatic 

action to protect Chinese interests in the world, increasing his international exposure, 

at the same time in offensive and cooperative modes, with the proposal of an 

alternative model of international cooperation centred on infrastructure, economic 

development and controlled liberalism.  

The external projection of the Chinese economy has continued to grow and diversify, 

as can be seen from the development of the weight of exports on world trade, their 

composition, now with higher added value than in the past (Hallward-Driemeier and 

Nayyar, 2018), and the amount of foreign direct investment and international credit 

lines granted by Chinese financial institutions. This evolution takes place against the 

background of China's only partial transformation into a market economy: the 

contradiction between China's growing weight on global markets and the continuing 

role of the State in directing its economic decisions (including through the leverage 

of publicly owned enterprises and banks) is at the root of growing tensions with 

trading partners. In Europe, the increase in Chinese direct investment has triggered 

the debate on whether foreign acquisitions, especially those from non-allied 

countries and in sensitive sectors, should be subject to a preventive screening 

process. 
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The construction of the ‘New Silk Road’ (Belt and Road lnitiative, BRI) responds to the 

real need to effectively manage an important production overcapacity, strengthen 

trade and diplomatic relations and strengthen the infrastructure in the Eurasian and 

African region, with potential positive impacts on the expansion of trade flows and 

economic development in the areas concerned. However, the BRI is the main tool at 

the disposal of China's strategy to establish itself as a global power, and is increasingly 

perceived as such by its economic partners. Indeed, the initial enthusiasm generated 

by the initiative seems, particularly in recent months, to be replaced by a more wary 

and cautious attitude on the part of some countries, particularly in view of the danger 

of having to make heavy concessions in Beijing. The immediate reference is to some 

vulnerabilities that international institutions had already highlighted in the past 

regarding the financial and environmental sustainability of the proposed 

investments, as well as the substantial lack of respect for international standards and 

best practices. The BRI is perhaps the most striking and publicized example of China's 

strategy in international relations, based on trade and investment but characterized 

by an evident asymmetry. In the 19th Congress of the Chinese Communist Party in 

2017, a political narrative was presented where Mao Zedong was celebrated as the 

architect of China's revival post the 'century of humiliation,' Deng Xiaoping as the 

initiator of its economic growth, and Xi Jinping as the leader affirming China's global 

stature. The ‘Made in China 2025’ initiative, launched in 2015, represents a decade-

long strategy to bolster the manufacturing sector in high-value-added industries. This 

plan, formulated by Beijing, aims to reduce China's reliance on foreign technology, 

with aspirations to emerge as a global leader in international markets by the mid-21st 

century. The strategy involves integrating technologies like big data and cloud 

computing into global value chains and shifting domestic companies' focus towards 

quality, efficiency, sustainability, and innovation. Specific goals include innovation in 

manufacturing, integration of IT with industry, fortifying the industrial base, 

promoting Chinese brands and internationalizing production, developing eco-friendly 

production methods, and achieving technological dominance in ten critical economic 

sectors. In MIC2025's early stages, foreign products and technology gaps remain 
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significant, offering international players opportunities in Beijing’s innovation drive. 

The plan also encompasses a dual approach to international technical standards, 

selectively adopting them, particularly in less strategic sectors or where domestic 

technology, like 5G, is advanced. Wiibbeke et al. indicate varying adoption levels, 

from 70% in core technology industries to 50% in MIC2025's key areas. In cloud 

computing and big data, compatibility stands at zero, influenced by industrial factors 

and national security concerns over information flow control. Foreign investors face 

challenges like forced technology transfer and intellectual property exchange for 

market access, with government cyberspace control impacting digital business 

applications and data transfer, risking government surveillance and requiring data 

encryption codes and local storage. The MIC2025 initiative has directed substantial 

capital into prioritized industrial sectors and smart technology via centrally and 

locally funded programs. Policy directions come from Beijing, but local governments, 

vying for central subsidies, drive actual implementation, risking resource 

misallocation and overcapacity. For instance, in robotics, the German think tank 

Merics estimates provincial targets for 2020 exceed domestic demand by sixfold. 

Many Chinese companies, the target of these advanced technologies, predominantly 

employ unskilled labour, resulting in an industrial policy driven by quantitative goals 

rather than investment profitability. The central government's robust mobilization 

and generous public funding also distort foreign markets. One method to accelerate 

China's technological advancement is acquiring technology and knowledge through 

foreign direct investment (FDI), mainly via acquisitions. The increase in purchases of 

European companies in MIC2025's key sectors raises concerns in advanced 

economies about policy-driven large-scale technology transfers. Publicly owned 

investment funds play a growing role in high-tech sectors, often masquerading as 

private enterprises behind opaque corporate structures, making ultimate ownership 

hard to discern. Chinese investors' competitiveness in Europe is bolstered by state 

banks' soft loans, a privilege not always available to European counterparts. From 

2005 to 2017, according to China Global Investment Tracker data, China's FDI rose 

dramatically, with a sectoral shift reflecting new needs and the Belt and Road 
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Initiative's (BRI) influence, particularly in retail, service provision, and transportation, 

as energy investments relatively declined. Geographically, investment inflows to 

Europe have increased, aligning with China's strategic interests in transportation, 

technology, and tourism. The 2017 investment drop signifies a Chinese focus on 

prioritized sectors, curtailing less strategic operations, partly driven by fears of capital 

flight impacting currency stability. The Asian Infrastructure Investment Bank (AIIB), 

founded in 2014 by the Chinese government, primarily finances Asian infrastructure, 

with extra scrutiny for non-regional projects. By the end of 2018, AIIB had funded 

numerous projects, gaining top ratings from international agencies. The BRI, 

spearheaded by Xi Jinping, seeks to enhance Asia-Europe connectivity through 

infrastructure projects. It's seen as a move to foster trade corridors and project China 

as a cooperative power, with a focus on emerging economies in infrastructure 

development. The BRI, encompassing various cooperation forms, aims to promote 

sustainable development, a fairer global economic order, and controlled liberalism, 

contrasting with the post-crisis Washington Consensus. As of March 2018, significant 

funding had been allocated to BRI-related projects by entities like the China 

Development Bank and the Exim Bank. Chinese commercial banks and state-owned 

enterprises, including the Industrial and Commercial Bank of China, are also deeply 

involved. Data from the Chinese Academy of International Trade and Economic 

Cooperation and the US-based CSIS suggests substantial Chinese investment in BRI 

countries, with ongoing project funding reaching significant amounts by the end of 

2017. The BRI's second phase focuses on 'soft' infrastructure, aiming to attract 

private capital. Despite China's intentions to portray a positive image through the BRI, 

concerns in Europe and the US persist regarding political and economic hegemony, 

financial sustainability, and adherence to social and environmental best practices. 

The IMF's Lagarde highlighted challenges in project necessity assessment and 

financial sustainability, with studies showing BRI's potential to reduce trade costs and 

transport time. Hillman points out the high percentage of BRI infrastructure projects 

awarded to Chinese companies 
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The evolution of Chinese FDI 

Having laid the foundations for the framing and contextualization of the 

phenomenon, the heart of the reasoning wants to be the analysis of the evolution of 

Chinese investments in Italy, the trajectories covered and the impact on companies. 

Since there are no complete data on the phenomenon to date, the first exercise done 

for the drafting of this section was to reconstruct a database as complete as possible 

on Chinese greenfield acquisitions and investments in the last twenty years. To do so, 

a parametric search was carried out on business intelligence software from Bureau 

van Dijk (Zephyr at first, OrBRI for greenfield investments and the compilation of the 

financial statements of the investee companies).  

As illustrated in the description of China's economic and strategic restructuring since 

the adoption of the opening policy, in the decade following WTO accession, the 

volume of Chinese outward investment has increased exponentially. In a decade, 

from a total closure and absence of outgoing investment, the volume of outgoing 

investment exceeded 200 billion in 2016. Obviously, the trend is affected by 

macroeconomic conditions and market dynamics, and can be explained in terms of 

geographical distribution. The outflows of the People's Republic of China are now 

comparable in scale to the United States and the aggregate values of the European 

Union. China, which became a net investor for the first time in 2015, is now the 

second largest foreign investor, as shown by the annual UNCTAD data (2018), and 

despite the slowdown, it seems to be soon able to compete for supremacy. 

After the United Kingdom and Germany, Italy is the third European country of 

destination for Chinese investments, thanks to a countervalue that exceeded 15 

billion at the end of 2018. In the last year, the countries with the highest growth rate 

of Chinese incoming investments are the United Kingdom (+4.7%), Sweden (+3.3%), 

France (+1.9%), followed by Italy and Bulgaria (+1.6%). The widening of the 

geographical distribution of operations has highlighted how the downward parabola 

that can be seen in the graphs above, finds its reasons not so much in a downsizing 

of the importance of European markets as in a clear policy implemented by the 
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government to rationalize financial operations abroad. As early as the second half of 

2016, in fact, Beijing began to review FDI regulations to stem the growing activities 

of private companies interested in acquiring companies or shares in companies 

belonging to sectors considered not of primary importance for the central 

authorities. The crackdown responded to the government's desire to limit the 

uncontrolled outflow of capital and control the availability of liquidity, at a time when 

the economy was beginning to show the first signs of slowing down and foreign 

currency reserves were shrinking dangerously. This change led first of all to a 

categorisation of the investment sectors, in order to focus the financial operations 

conducted by their companies on the area’s most consistent with the national growth 

strategy. To this end, in August 2017, the government announced the formulation of 

new Guidelines for the Regulation of Investment, jointly promoted by the National 

Commission for Development and Reform (CNSR, the body responsible for 

formulating and monitoring economic policy) Central Bank, Ministry of Commerce 

and Ministry of Foreign Affairs. 

Revising the internal investment structure established since the 1990s, the recent 

framework reclassifies Foreign Direct Investment (FDI) into three distinct groups, as 

outlined by Manenti in 2019: 

-Endorsed Transactions: This category includes investments in infrastructure linked 

to the Belt and Road Initiative and those that advance Chinese industrial growth and 

the export of technological know-how. It covers sectors like high-tech, state-of-the-

art manufacturing, and research and development; in the energy field (oil, natural 

gas, and alternative sources) aligning with national priorities; investments in the 

financial sector aiding Chinese banks in establishing branches and networks overseas, 

as well as in trade, cultural, and logistic services; in the agri-food, timber, and 

livestock sectors. 

-Conditional Transactions: These are investments that seem to be at odds with 

government policies and hence are subject to heightened scrutiny by the relevant 

authorities. Included in this group are investments in nations or regions lacking 
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diplomatic ties with Beijing or those in states of war or turmoil; in areas such as 

entertainment, sports franchises, cinema, and real estate; funds or investment 

platforms aimed at speculative purposes; investments in outdated equipment and 

technologies or those not complying with environmental law standards. 

-Forbidden Transactions: Under this classification, regulatory and supervisory 

oversight by authorities is at its peak. This encompasses investments that may 

endanger security or national interests, such as unauthorized exports of military 

hardware and technology, technologies or products barred from foreign sale, 

ventures in the gambling industry, and broadly, any investment contravening 

sanction treaties signed by the Chinese government. 

The approval process for Chinese foreign direct investment varies whether the 

enterprise is private or public. Approval at local, provincial or national level depends 

on the size of the investment. Approval by the National Development and Reform 

Commission (NDRC) is required for investments over USD 300 million in the resource 

sectors or over USD 100 million in other sectors. For investments below these 

amounts, approval by the Provincial Development and Reform Commission is 

sufficient. When it receives a request, the NDRC has five working days to decide 

whether to grant it. If accepted, the request is approved or rejected within 20 working 

days. Subsequently, the Chinese investor must apply for approval from MOFCOM 

(Ministry of Commerce), the body responsible for the management and supervision 

of overseas investment. The approval by MOFCOM will be subject to a preliminary 

examination by the provincial level of MOFCOM itself, which has ten additional 

working days to decide. After obtaining approvals from NDRC and MOFCOM, the 

request passes to SAFE (Public Foreign Exchange Administration) for the transfer of 

foreign currency funds abroad. This is the last step in the approval process, which can 

take up to two weeks. Further approval by the State Council is required when the 

investment concerns countries or regions which do not have formal diplomatic 

relations with China, which are subject to international sanctions, where there is a 

war or other uprising or where the investment is destined for an industry of a 

sensitive nature. If the company wishing to invest operates in an industry with its own 
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regulatory authority, it may need to obtain further approval from that authority. It 

has been reported by the lawyers involved in the interviews that during the 

negotiation process, the presence of complex procedures and the difficulty of 

predicting the final outcome of the process, often leads to a significant use of down 

payment instruments in the transaction. Financial vehicles in Hong Kong were often 

used to circumvent some of these burdensome procedures prior to the new 

settlement. The harmonisation of the system explains the decrease in Chinese 

investment from Hong Kong. 

A new trend 

The economic relationship between the People's Republic of China and Europe is 

experiencing a noticeable cooling, as evidenced by the multiplicative signs of 

declining Chinese investments in the continent, a trend confirmed by recent data. 

Notably, there's a significant exception in the electric vehicle battery sector, where 

Chinese investments in Europe continue to grow, diverging from the general trend. 

This exception, however, also highlights tensions in the relationships between Beijing 

and Berlin, with the German automotive industry feeling threatened by China's 

determination to penetrate its domestic market. The most recent figures illustrating 

the state of China-EU relations, particularly in terms of foreign direct investment, are 

telling: Chinese investments in the EU fell to 7.9 billion euros in 2022, a 22% decrease 

from 2021, reverting to levels last seen a decade ago. For the first time, direct 

investments, such as the opening of new factories, have surpassed acquisitions of 

existing European companies. The counter-trend sector, however, witnessed a 53% 

surge in Chinese investments in Europe for electric vehicle battery manufacturing, 

becoming the main focus of Chinese capital flow into Europe. Over the last five years, 

Chinese investments in the EU in this sector have exceeded 16 billion euros, with 

plans like the one by CATL to build the largest Chinese battery factory in Europe in 

Hungary. Major Chinese electric vehicle manufacturers are also considering direct 

establishments in Europe, a move accelerated by Brussels' decision to phase out fossil 

fuel vehicle sales by 2035. 
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This slow separation between China and Europe, and to an extent with the United 

States, is further complicated by trade figures. Chinese imports dropped by 7.9% in 

April compared to the same month the previous year, indicating a less vigorous 

economic recovery than anticipated and a market less receptive to Western 

consumer goods, with the notable exception of luxury products from groups like 

LVMH and Hermès. The slow divorce has multiple causes. On the investment front, 

the reduction in Chinese acquisitions of European companies might stem from a less 

tolerant climate in European capitals and new governmental controls on acquisitions 

in strategic sectors. It seems the People's Republic is drawing consequences from the 

new geopolitical climate, reorienting its relationships primarily towards BRICS 

countries (Brazil, Russia, India, South Africa) and other emerging nations. 

In terms of foreign trade, a prominent victim of this gradual separation is Germany. 

For decades, China was a voracious buyer of German technology, from machinery to 

automobiles. Now, it increasingly poses as a direct competitor, aiming to replace 

'Made in Germany' with its own technologies, both domestically and in other 

markets. 

In 2021, the pattern of global investment saw a significant deviation in China's 

approach, contrasting with the worldwide resurgence in foreign direct investment 

(FDI) flows. While global FDI flows, as reported by the United Nations Conference on 

Trade and Development (UNCTAD), soared by 77 percent, surpassing pre-pandemic 

levels, China's outbound non-financial investment experienced a marginal 3 percent 

increase, reaching USD 114 billion (EUR 96 billion). Moreover, China's global 

outbound merger and acquisition (M&A) activities experienced a decline, reaching a 

14-year low with transactions totalling just EUR 25 billion. This represented a 9 

percent fall from 2020 and a substantial 45 percent decrease from 2019. Several 

factors contributed to this lack of recovery in China's global outward FDI. Since 2016, 

there has been a downward trend in China's overseas investment, influenced by 

domestic restrictions on outbound capital flows and heightened global scrutiny of 

Chinese investments. 
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Additionally, the adherence to a strict zero-Covid policy in China hindered cross-

border travel, adversely affecting deal-making activities. Furthermore, the intense 

competition in the global M&A market posed a challenge for Chinese investors, likely 

disadvantaged by their limited international experience and emerging regulatory 

concerns in other countries. 

In 2021, Chinese foreign direct investment (FDI) in Europe witnessed a resurgence, 

escalating by 33 percent from the low of EUR 7.9 billion in 2020 induced by the 

pandemic, to EUR 10.6 billion. This surge occurred despite China maintaining 

stringent outbound capital controls, ongoing travel limitations due to the pandemic, 

and the activation of the EU's FDI screening mechanism. Nonetheless, the levels of 

Chinese investment in Europe are still modest when compared to the peak of EUR 47 

billion in 2016. The increase in investment for the year 2021 was significantly 

influenced by a single major deal: the acquisition of Philips’ domestic appliances 

division by Hillhouse Capital, a private equity firm based in Hong Kong. This 

transaction, valued at EUR 3.7 billion, constituted about one-third of the total Chinese 

investment in Europe for that year and ranks as the sixth-largest Chinese investment 

in the continent. However, the prominence of such sizeable transactions in a period 

of generally reduced investment volumes complicates the task of discerning stable, 

enduring investment trends. Moreover, a number of substantial acquisitions 

announced in 2021 were eventually not completed. Gopher Investments abandoned 

their multi-billion EUR proposal to acquire Playtech, a British gambling software 

company, although their intention to purchase the financial trading division of 

Playtech in 2022 remained. Similarly, Tencent's anticipated takeover of the British 

video game firm Sumo Group was delayed due to investment screening procedures 

in the United States, with the completion of the deal anticipated in 2022. 
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While Chinese mergers and acquisitions (M&A) saw a growth of 26 percent, making 

up 69 percent of the total investment (EUR 7.3 billion), these figures were still 

beneath the levels seen before the pandemic. The real outlier was greenfield 

investment, which soared to an unprecedented EUR 3.3 billion. In 2021, the major 

EUR 3.7 billion deal where Hillhouse Capital acquired Philips' home appliance division 

positioned the Benelux region, particularly the Netherlands, as the foremost 

beneficiary of Chinese FDI, capturing 35 percent of the total. Conversely, Germany 

and France observed a downturn in investments, with France's intake shrinking to 

EUR 509 million from the previous year's EUR 872 million and Germany's figures 

descending to a six-year low of EUR 1.5 billion from EUR 2 billion. The United 

Kingdom, however, experienced a revival in Chinese investments, which surged from 

EUR 1.4 billion to EUR 2.1 billion, recovering from a ten-year nadir. The cumulative 

investments in Germany, France, and the UK, the trio of Europe's largest economies, 

constituted 39 percent of China's total investment in Europe. In 2021, private Chinese 

firms strengthened their dominance in European investment, contributing € 9.3 

billion, which accounted for 88 percent of China's total investment in Europe. This 

was an increase from the 83 percent share they held in the previous year. On the 

other hand, the investment volume from Chinese state-owned enterprises (SOEs) 

decreased by 10 percent, falling from € 1.4 billion in 2020 to EUR 1.3 billion in 2021. 

Figure 5 Annual value of completed transactions in Europe, in EUR billion. Source: MERICS 
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This reduction marked their lowest share of total Chinese investment in Europe since 

2001, at 12 percent. Moreover, Southern Europe saw a 36 percent escalation in 

Chinese FDI, amounting to EUR 1 billion, with Spain's energy sector alone attracting 

EUR 600 million from Chinese state-owned companies. In stark contrast, Eastern 

Europe's investment receipts contracted sharply by 74 percent to EUR 385 million, 

following a substantial acquisition in Poland the previous year that had momentarily 

boosted the region's figures.  

 

Figure 6 Author's elaboration on MERICS data 

In the Northern European region, Chinese FDI maintained a steady pace, totalling EUR 

1.2 billion, with Finland attracting a robust EUR 891 million. This influx was largely 

due to the significant acquisition by Shenzhen Mindray of the Finnish medical 
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equipment manufacturer Hytest Invest OY for EUR 560 million. Meanwhile, Chinese 

financial engagements in Ireland, though modest, peaked at their second-highest 

historical value of EUR 238 million, largely propelled by ByteDance's (TikTok) 

continued expansion into a data centre located within the country. 

Chinese investment in Europe has seen a notable pivot from mergers and acquisitions 

to greenfield investments, which have traditionally dominated for two decades. In 

2021, greenfield investments climbed to EUR 3.3 billion, a 51 percent increase from 

the previous year and a significant jump of more than 240 percent from the average 

levels between 2015 and 2019.  

 

 

 

 

 

 

 

 

 

 

 

Now, with a substantial portion of China’s FDI in Europe funnelling into greenfield 

projects, the investment landscape appears quite altered from previous years. The 

shift is influenced by Chinese companies' expansion as they seek to extend their reach 

beyond an increasingly competitive domestic market. For instance, CATL is branching 

out to capitalize on its significant global market share in the EV battery sector, and 

firms like TikTok are looking to further deploy their brands in high-growth areas. The 

necessity for Chinese companies to establish a local presence in sectors where 

products are impractical to ship due to costs is also driving this shift. For example, in 

Figure 7 FDI by investr typ, in EUR billion, percent share. Source: MERICS 
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the battery industry, it's more cost-effective for manufacturers to build plants closer 

to the growing European EV market. Additionally, compliance with European 

regulations, particularly in the ICT sector, necessitates investments in local 

infrastructure to ensure regulations such as GDPR are met, which includes the 

requirement for data to be stored within Europe. 

Greenfield investments also provide Chinese firms with the opportunity to tap into 

Europe's rich innovation ecosystem. Companies are leveraging these investments to 

partner with European research institutes and industry for technological 

advancements. Moreover, greenfield investments typically encounter fewer 

regulatory obstacles and are generally more welcomed by local communities due to 

their economic benefits, such as creating jobs and generating tax revenue. 

Reflecting a global shift, China's investment strategy is increasingly favouring 

greenfield projects, as seen in significant initiatives across Asia and the Americas. For 

example, Envision AESC is establishing battery plants in Japan and the United States, 

and CATL is involved in substantial investments in an Indonesian lithium battery plant 

and is exploring opportunities for a battery plant in North America. This trend 

signifies a strategic move by Chinese firms from a historical focus on acquiring assets 

to establishing global production sites. 

 

 

 

 

 

 

 

Figure 8 Investments in Europe by industry, € Bn. Source: MERICS 
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Foreign direct investment in Italy 

The trend in the volume and growth rate of Chinese investments is constantly 

increasing. However, the slowdown in the process over the past year, due to the 

contraction in growth in the Chinese market and the implementation of restrictions 

on foreign investment, remains significant for the reasons explained above. Notably, 

302 investor groups are present with holdings in 652 Italian companies.  

The turnover of the China Company in Italy, considering the total number of 

participated companies and greenfield investments as reconstructed by the ICE 

agency, is around 19 billion and employs 33,602 people. 

 

 

 

 

 

 

 

At a first analysis, however, one element is immediately apparent. Looking at the first 

25 transactions ordered by deal value, it can be seen that 12 out of 25, and 7 out of 

the first 10, were purely financial transactions, with holdings below the 10% 

threshold indicated by the IMF as a requirement for the definition of foreign direct 

investment.  

 

 

 

 

 

 

 China Hong Kong Total 

Investor groups 218 84 302 

Italian investee companies 525 127 652 

Employees 27.041 6.561 33.602 

Turnover 15,054 ml € 4.007 ml € 19,061 ml € 

Figure 9 Chinese investments in Italy. Author's elaboration 
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Figure 10 First 25 financial transaction. Author's elaboration 
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These include the Bank of China's participation in ENI, Intesa Sanpaolo, ENEL, 

Unicredit, Telecom, FIAT, the Silk Road Fund in Autostrade per l'Italia (it should be 

noted that this transaction is the only explicit one in Italy without recourse to the 

construction of additional intermediate vehicles). These transactions are based on 

speculative utility calculations and not on an industrial or political strategy, regardless 

of sector or target positioning; for this reason, these investments have been excluded 

from the strategic analysis. 

However, it is interesting to note that almost all of them are above the threshold 

beyond which it becomes necessary to disclose the operation as significant holdings 

according to CONSOB provisions, as if they wanted to mark a presence and to give 

visibility, even political, to the operations. It is therefore not surprising that among 

the major operators in terms of value and number of acquisitions are the large public 

financial groups (as shown in the table), first and foremost the People's Bank of China.  

 

 

 

 

 

 

 

The table below shows the first 50 direct investments in Italy by value of transactions. 

In first place we find Pirelli, with the 2015 operation worth a total of over 7 billion 

euro, which led ChemChina to acquire control of the company, kick-starting an 

important and complex plan to reorganise the tyre business of the two groups. At the 

head of the group there is now a new holding company under Italian law, Marco Polo 

International, indirectly controlled by ChemChina with 65 per cent and also owned 

by Marco Tronchetti Provera's Camfin with 22.4 per cent and by RosNeft's Russians 

(who indirectly entered Pirelli's capital in 2014) with 12.6 per cent.  

Figure 11 Major operators for value and number of acquisitions. Author's elaboration 
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Figure 12 First 50 Chinese direct investments in Italy by value of transactions. Author’s elaboration 
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The new holding company currently controls Pirelli Tyre (through Pirelli & C.) and 

Prometheon Tyre Group, a company incorporated at the end of 2015 to which the 

activities of the Pirelli Group in the heavy vehicles sector (trucks, buses and ‘off the 

road’) have been transferred. Pirelli Tyre then took over the activities of the 

ChemChina subsidiary, China National Tire & Rubber (CNRC) in passenger car tyres, 

thus increasing its production capacity in China from 7 to over 12 million units per 

year. The reorganisation plan provides for the activities of Prometheon Tyre Group 

and CNRC to be transferred to Aeolus, a company listed on the Shanghai Stock 

Exchange of which CNRC is the main shareholder and in whose capital Pirelli will also 

become a shareholder. Aeolus will become the fourth largest player in the segment 

in terms of turnover and the only one entirely specialised in this sector; it will have a 

global presence, thanks to the geographical complementarity of its partners' 

activities (Prometheon Tyre Group has brought its factories to Brazil, Egypt, Turkey 

and China, a market where the new player will be the undisputed leader) and will be 

able to cover all market segments, from the highest thanks to the positioning of the 

Pirelli brand to the standard ones, thanks to the contribution of the other activities. 

The operation is by far the most important ever carried out in Italy and Europe in 

terms of size. In second place is the acquisition of SEACO container leasing and its 

fleet of over one million TEU for almost 2 billion euros by Bohai Leasing Co, a 

subsidiary of HNA Group. In third place was the transfer of the Fumagalli family's 

Candy to the Haier Group. 

As highlighted, Italy is considered an interesting destination in Chinese strategic 

plans, both commercial and geopolitical. In recent years Chinese companies have 

shown particular interest in investing in Italy, attracted by the important advantages 

linked both to the local specialization of industrial agglomerations (characterized by 

specialized production such as mechanics, textiles, clothing, household appliances 

and the automotive sector) and to the size of the domestic market and the strategic 

location for access to Europe. The presence in Italy of small and medium sized 

companies, financially ‘accessible’, has facilitated the acquisition operations, through 

which Chinese investors can have access to high value intangible resources, 



 

89 
 

fundamental to establish themselves on Western markets: image, brands, research, 

innovation.  

Geographically, Chinese investments are strongly concentrated in Northern Italy. The 

Lombardy region hosts the largest number of investments, most of them in the 

metropolitan area of Milan, the preferred destination of Chinese companies, 

reflecting the general attractiveness of this region which hosts half of the foreign 

direct investment projects in Italy (Mariotti and Mutinelli, 2017). Milan is particularly 

attractive for companies in the service sector. There are the two branches of the Bank 

of China, the first established in 1998 and the second opened in 2010. In addition, 

the Industrial and Commercial Bank of China (ICBC), the world's largest bank in terms 

of market capitalization, also opened a branch in Milan in 2011.  

The second Italian region that attracts Chinese FDI today is Emilia Romagna for its 

traditional specialization in machinery, then Piedmont for manufacturing in the 

automotive sector. Investments in other regions are made in different areas of 

specialization, namely whitegoods in Veneto, and logistics in Campania and Liguria. 

The way in which Chinese investments enter Italy has gradually evolved. The first 

wave of investments in representative offices was mainly characterized by greenfield 

investments on a small scale, then acquisitions with a constantly higher value took 

place and lastly greenfield investments oriented to the market, to the increase of the 

Chinese export capacity, seem to be again established for growth. In the financial 

sector, Chinese companies present in Italy carry out activities in support of the 

internationalization of domestic enterprises. These include Bank of China (present 

since 1998), Industrial and Commercial Bank of China (since 2011), China UnionPay 

specialized in credit cards, China Milan Equity Exchange operating in corporate 

consulting. In mechanics, it is the search for brands, knowledge and technology that 

drives Chinese acquisitions. These include the Qianjiang Group, a manufacturer of 

scooters and low displacement motorcycles, which acquired Benelli. The automotive 

sector is full of examples of greenfield investments: Yuejin Motor Corp, a commercial 

vehicle manufacturer allied with Iveco, which is part of the historic Nanjing 
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Automobile Corp. (Nac); Chang'an Automobile (the fourth Chinese manufacturer, 

allied with Suzuki and Ford); Jac Italy Design Center (controlled by the Jinaghuai 

group, partner of Pininfarina). Also worth mentioning are Haier and Hisense, among 

the main world players in the household appliances sector; Zoomlion, a pioneer in 

the Chinese construction machinery industry, which acquired the Italian Cifa; Shig-

Weichai which took over 75% of Ferretti, the world's largest producer of luxury 

yachts. In clothing, Chinese companies see trade opportunities to and from 

Italy/Europe. Among the investment cases: in 2007, Hembly, the main operator in the 

distribution of fashion products in China, acquired the historic Italian sportswear 

brand Sergio Tacchini; Jinjiang Nankai Garment operates in Rome in the wholesale 

trade and Zhejiang Xiongfeng Holdings in Milan in clothing design; Qingdao King 

Street invested in Italy in order to establish business partnerships with Italian 

companies to distribute Made in Italy products in China. Finally, the logistics and 

ports sector should be noted. Italy is a strategic bridge to Europe, the Balkans and the 

area of the Commonwealth of Independent States (CIS), for which the multinational 

groups Cosco, China Shipping Company and CCS have been present in the country for 

years.  

Looking at the composition by number of employees and enterprises of Chinese 

investment, in first place by number of enterprises services, followed by 

manufacturing industry and energy sector. With regard to the number of employees, 

in first place manufacturing industry (72%) followed by trade (11%) and services 

(15%). It should be noted that the overall weight of manufacturing and services has 

increased over time, although the distribution is almost constant. Obviously, these 

elements are determined by the employment characteristics of the sectors, as well 

as the scale of operations. Compared to the number of enterprises, on the other 

hand, in first place are services (32%), which are growing considerably, followed by 

manufacturing industry (24%) and the energy sector (22%). 
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Greenfield investments 

Among the greenfield investments, looking at the data of the first ten interventions 

by number of employees, the large groups in the Chinese electronics and 

telecommunications sector stand out. Among the most important investments: 

Chint, a leading company in electrical products, which has started its European 

holding in Veneto; Huawei, which has relaunched investments in broadband through 

an alliance with Vodafone and has concentrated its research on microwave 

technologies in Milan; Zte, which has specialized in telecommunications equipment 

and smartphones. Italy boasts one of the highest mobile penetration rates in Europe, 

and Huawei has created three branches in Italy: in Rome, Milan and Turin. Huawei 

Technologies Srl is China's largest greenfield investment to date in Italy, with 773 

employees and a turnover of over one and a half billion. In terms of size, it is among 

the top 150 companies in Italy. Paradoxically, if, as it has been explained in the third 

chapter, the policy adopted today is to favour greenfield investments rather than 

acquisitions in order to favour a positive impact on the number of employees and 

increase the number of economic activities, these are the most delicate ones from a 

security point of view.  

 

 

 

 

 

 

For example, Huawei currently owns 15% of the basic patents for the 5G 

infrastructure, whose implementation through Chinese companies has already been 

blocked in the United States, Australia and New Zealand due to the risks of espionage 

through data collected by the technology.  

Figure 13 Main Chinese greenfield investments in Italy. Author's elaboration 
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Among the large groups among the ten, also the Lenovo distribution channel and the 

Italian branch for port logistics of Cosco. Analyzing instead the total sample of 161 

operations, the most relevant sectors are electricity and gas, potentially sensitive to 

supply policies, wholesale trade, to open distribution channels to China's enormous 

production capacity, professional services and engineering. There are many cases in 

which the presence of an operational holding company's registered office for the 

European continent is noted.  

 

Figure 14 Distribution of Chinese greenfield investments in Italy by sector. Author's elaboration 

 

The investment strategy 

Chinese investments consistently aim to penetrate competitive markets, acquiring 

market access, technologies, and expertise. This study, focusing on Italy, reveals that 

Chinese investments predominantly seek new market opportunities (market seeking) 

and strategic assets. Specifically, Chinese FDI in Italy is drawn to the unique 

production skills prevalent in the Italian economy. 

Regarding market-seeking investments, Italy's appeal to foreign investors stems from 

its status as the world's seventh-largest economy and its membership in the 

European Union. Huawei's investment in Italy, for instance, was significantly 

influenced by the market's size and potential. Originally a distributor for global 

multinationals in China, Huawei's global expansion initially targeted neighboring 

countries, then Russia and Africa, before entering more advanced markets to 
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enhance its international reputation, as noted by Simmons (2008). Since 2000, 

Huawei has launched several high-value activities in Europe, including R&D, training, 

and design, establishing its regional headquarters in the UK and investing in Italy to 

expand its market, enhance its brand, and conduct R&D. 

The rise in Chinese exports led major logistics firms to invest in Europe through joint 

ventures and strategic alliances, initially setting up representative offices and then 

greenfield investments. As these companies gained capacity and market influence, 

they began acquiring European firms and investing in new infrastructure projects. In 

the Italian logistics sector, companies like China Ocean Shipping Group (COSCO) and 

China Shipping Company, ranking among the top global shippers, have made 

significant investments. Recent investments include Suntech Power Holdings, the 

largest photovoltaic module producer, opening a sales office in Milan. Pietrobelli et 

al. (2011) highlighted Suntech's investment in Italy, driven by the market's growth 

potential and government economic incentives. Hisense, a leading appliance 

manufacturer, also invested in Italy to enhance its European presence, product 

image, and brand promotion. Chinese companies view Italian consumers as 

discerning and sophisticated, making Italy a strategic test market for products 

tailored to European preferences. Haier's investment in Italy, as Pietrobelli et al. 

(2011) observed, was driven by the desire to acquire strategic assets in design, 

production, and management. Haier, a global leader in household appliances, 

established Haier Europe in Varese in 2000 to coordinate sales and marketing across 

Europe. The company's acquisitions in Italy, such as Meneghetti and Elba, and the 

purchase of Candy, reflect its strategy to circumvent EU tariffs and tailor products for 

the European and high-end Chinese markets. The decision to locate in Varese was 

influenced by the area's strong appliance manufacturing tradition, benefiting from a 

pool of specialized labor and suppliers. The specialized automotive cluster in Turin 

was a key factor in the investment decisions of Chinese automotive companies, Jac 

Anhui Jianghuai and Changan. These firms established R&D and design centers in 

Turin to enhance technical know-how, particularly in design. Turin offers advantages 

like superior design capabilities and cost-effective, highly skilled human resources. 
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These investments align with Chinese car manufacturers' strategies to diversify from 

the competitive domestic market and acquire new strategic assets. In the realm of 

brand acquisition, Chinese FDI often targets established brands to gain recognition in 

foreign markets. Lenovo's acquisition of IBM's PC division is a notable example. In 

Italy, acquisitions like Benelli by Quianjiang Group and Elios by Feidiao follow this 

trend, aiming to leverage existing brand recognition and facilities for high-quality 

production and market access. Management experience is another area where 

Chinese companies, particularly those with limited international exposure, seek 

growth. An example is the Hengdian Group (HG), which opened its first European 

branch in Milan to acquire marketing skills for export and explore new investment 

opportunities. The Italian leadership plays a crucial role in introducing Western 

management practices to HG's Chinese management team, a trend also evident in 

the acquisition of the Salov Group 

The evolution of the strategy: 1998-2011 data 

Motivation   Percentage 

Asset seeking 31 32,63% 

Market seeking 64 67,37% 

Total 95   

 

Participation   Percentage 

Equal 5 5,26% 

Majority 82 86,32% 

Minority 8 8,42% 

Total 95   
 

Analyzing the rationals of the operations reconstructed in the database, it is possible 

to observe the main dynamic characteristics of the strategic trajectory of Chinese 

acquisitions. In the first investments, from 1998 to 2011, the mode of entry was 

mostly through majority acquisitions, and although the number of private investors 

was higher, the main investments were made by state-owned enterprises. Market 

seeking strategies accounted for 67% of transactions and asset acquisition strategies 
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for 33%. Again, although numerically larger, market seeking transactions have a 

lower average value. 

Parent company industrial sector by ownership 

Industrial Sector No. Percentage 

Private 63   

Automobiles &amp; Auto Parts 1 1,59% 

Construction Materials 1 1,59% 

Diversified Trading; Distributing 34 53,97% 

Household goods 3 4,76% 

Investment Trusts 1 1,59% 

Machinery, Equipment &amp; Components 9 14,29% 

Renewable Energy 2 3,17% 

Specialty Retailers 1 1,59% 

Telecommunications Services 3 4,76% 

Textiles &amp; Apparel 4 6,35% 

Transportation, Ground 4 6,35% 

SOE 32   

Automobiles &amp; Auto Parts 1 3,13% 

Chemicals 1 3,13% 

Commercial Services &amp; Supplies 1 3,13% 

Construction &amp; Engineering 2 6,25% 

Diversified Trading &amp; Distributing 7 21,88% 

Homebuilding &amp; Construction Supplies 2 6,25% 

Machinery, Equipment &amp; Components 12 37,50% 

Marine Services 4 12,50% 

Specialty Retailers 1 3,13% 

Transportation, Ground 1 3,13% 

Total 95   

 

Entry mode by ownership  Participation by ownership 

Type No. Percentage  Participation No. Percentage 

Private 63    Private 63   

Acquisition 27 42,86%  Equal 0 0,00% 

Greenfield 36 57,14%  Majority 59 93,65% 

SOE 32    Minority 4 6,35% 

Acquisition 20 62,50%  SOE 32   

Greenfield 12 37,50%  Equal 5 15,63% 

Total 95    Majority 23 71,88% 

       Minority 4 12,50% 

    Total 95   
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57% of companies entered the country through greenfield investments, compared to 

37% of public enterprises. This divergence explains the data on the type of 

participation and sectors of entry. Almost all private companies entered with a 

majority stake, against 72% of public companies. During the period, only SOE 

undertook joint ventures. Private companies were mostly concentrated in the trade 

and distribution sector, which accounted for 54% of the interventions. Then, in 

mechanics and mechanical components (14%), textiles and transport (6%). Public 

companies, on the other hand, acquired assets in the mechanical sector in 37% of 

cases. The second sector of intervention is trade and distribution (22%), followed by 

maritime services (especially with COSCO interventions), with an overall share of 

12.5%, and the engineering sector. The geographical destination is consistent with 

these data and with the overall picture identified in the previous paragraph, with 

almost all investments in the north and with Lombardy and Piedmont in the lead with 

a big break. In 82.5% of cases, private companies invested with dominant motivations 

due to market seeking variables, and in 17.5% of cases asset seeking. Public 

companies on the other hand, in 56.3% of cases for asset seeking strategies and in 

44.7% market seeking. Although we are talking about a limited number of 

investments, only 95 between acquisitions and greenfield in thirteen years, it seems 

that large public groups were entrusted with the task of the most onerous 

investments in the search for technological assets and brands, while at the same time 

beginning to build a network for the opening of a new market. 

The evolution of the strategy: 2011-2018 data 

The number of minority shareholdings and joint ventures has increased over the last 

decade. Historically and still today, it is impossible for Italian companies in China not 

to have a Chinese partner for at least 50% of the capital, and the joint-venture is used 

as a scheme to appropriate the technical capacity of the company that relocates to 

China. Historically, this has been the way in which China has acquired and absorbed 

and replicated the capacities of foreign countries, also in the case of Italy. Other 

mechanisms are instead underlying the joint venture in Italy, which have more to do 

with the reciprocal opening of new market channels. In the reconstructed data, 177 
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operations are considered in the decade, 106 undertaken by private individuals and 

71 undertaken by SOE (a ratio not significantly different from that found in the 

previous series). It is interesting to note that there are relatively more public 

enterprises involved in investments in minority shares. 

Participation by ownership 

Participation No. Percentage 

Private 106   

Equal 5 4,72% 

Majority 90 84,91% 

Minority 11 10,38% 

SOE 71   

Equal 3 4,23% 

Majority 58 81,69% 

Minority 10 14,08% 

Total 177   

While acquisition remains the most widely used method of entry (in 57% of private 

company operations and 58% of state-owned companies' investments), greenfield 

investments are increasing as a result of an overall strategy more oriented towards 

opening up new markets or new segments of existing markets, as illustrated in the 

summary table. To date, 53% of investments by private companies and 59% of 

investments by state-owned companies are attributable to driver market seeking. 

This is in line with what was described above with China's overcapacity management 

strategy. However, the issue of investments in assets remains very relevant, 

especially in the fields of Italian excellence and technology, as explained by the new 

Made in China 2025 repositioning plan.  

Entry mode by ownership 

Type No. Percentage 

Private 106   

Acquisition 60 56,60% 

Greenfield 46 43,40% 

SOE 71   

Acquisition 41 57,75% 

Greenfield 30 42,25% 

Total 177   
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Motivation by ownership 
Motivation No. Percentage 

Private 106   

Asset seeking 50 47,17% 

Market seeking 56 52,83% 

SOE 71   

Asset seeking 29 40,85% 
Market seeking 42 59,15% 

Total 177   
Figure 15 Author's elaboration 

It is therefore not surprising that it is still the mechanical and mechanical equipment 

sector that is the first recipient of acquisitions (38%), followed by the service sector 

(13%) and the textile sector (10%). The distribution and wholesale sector remains the 

first for the number of greenfield investments (25%), followed by the energy sector 

(17%) and the professional services sector (11%). The breakdown of groups by 

ownership in the sectors is homogeneous. The mechanical sector is first in the 

destination of both investments by state-owned companies (24%) and private 

companies (24%), followed by wholesale trade (17% and 15%) and the energy sector 

in the case of state-owned companies (13%) and services in the case of private 

companies (8%). 
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Nature Target major sector Total 

Acquisition 

Food 2 

Other services 13 

Banks 2 

Chemistry and chemicals 8 

Wholesale trade 10 

Construction 4 

Shipbuilding and railroad construction 1 

Electricity and gas 4 

Hotels &amp; restaurants 2 

Tanning, textile and apparel industries 10 

Machinery and mechanical appliances 38 

Metals &amp; metal products 1 

Engineering and architectural studies, technical analysis 3 

Transportation and logistics 3 

Total Acquisition 101 

Greenfield 

Other business support services 2 

Other professional services 8 

Paper and paper products 1 

Chemistry and chemicals 1 

Retail trade 1 

Wholesale trade 19 

Construction 1 

Shipbuilding and railroad construction 2 

Publishing and printing 1 

Instrumental electromechanics 2 

Electricity and gas 13 

Gesitone, waste disposal and recycling 1 

Holding 6 

Machinery and mechanical appliances 4 

Hire 3 

Plastic products 1 

Audio and video production and transmission 3 

Telecommunications services 2 

Software and computer services 1 

Engineering and architectural studies, technical analysis 3 

Transportation and logistics 1 

Greenfield Total 76 

Grand total   177 

   

 
Properties Target major sector Total 

Private 

Food 1 

Other services 9 

Other business support services 2 

Other professional services 5 
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The results are consistent with the evolution described, although the involvement is 

to be interpreted by also weighing the value of the transactions (according to the 

ranking described in the dedicated paragraph) and not only the number of 

transactions. 

Banks 2 

Paper and paper products 1 

Chemistry and chemicals 5 

Retail trade 1 

Wholesale trade 18 

Construction 3 

Shipbuilding and railroad construction 1 

Publishing and printing 1 

Instrumental electromechanics 1 

Electricity and gas 8 

Gesitone, waste disposal and recycling 1 

Holding 2 

Hotels &amp; restaurants 2 

Tanning, textile and apparel industries 7 

Machinery and mechanical appliances 25 

Metals &amp; metal products 1 

Hire 2 

Plastic products 1 

Audio and video production and transmission 2 

Telecommunications services 2 

Software and computer services 1 

Engineering and architectural studies, technical analysis 2 

Private Total   106 

SOE 

Food 1 

Other services 4 

Other professional services 3 

Chemistry and chemicals 4 

Wholesale trade 11 

Construction 2 

Shipbuilding and railroad construction 2 

Instrumental electromechanics 1 

Electricity and gas 9 

Holding 4 

Tanning, textile and apparel industries 3 

Machinery and mechanical appliances 17 

Hire 1 

Audio and video production and transmission 1 

Engineering and architectural studies, technical analysis 4 

Transportation and logistics 1 

Transportation and logistics 3 

SOE Total   71 

Grand total   177 
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The evolution of the strategy: 2019-2022 data 

The years 2019-2022 marked a pivotal era in the landscape of Chinese investments 

in Italy, signifying a notable shift from the preceding trends. In 2019, the investment 

patterns remained consistent with the previous years, characterized by a robust flow 

of 'asset seeking' investments. These investments were predominantly aimed at 

acquiring significant assets across various sectors in the Italian economy, ranging 

from manufacturing to high technology and services, to infrastructure. This phase 

was reflective of Chinese enterprises striving to expand their economic influence in 

Italy through strategic acquisitions. 

However, the advent of 2020 brought about a drastic shift, primarily triggered by the 

COVID-19 pandemic. The health crisis led to an immediate and substantial reduction 

in global economic activities, creating an unprecedented atmosphere of uncertainty 

and instability. In this new setting, Chinese companies were compelled to reconsider 

their investment strategies in Italy. They transitioned from an aggressive asset 

acquisition model to a more focused strategy on preserving and strengthening their 

existing market presence. 

This strategic shift was further accentuated by the increasing global trend towards 

deglobalization and economic decoupling. Faced with a global landscape where the 

protection of strategic assets became increasingly paramount, Chinese investors had 

to navigate an environment where traditional acquisitions became more complex 

due to emerging regulatory and political barriers. Consequently, there was a pivot 

towards 'market seeking' and 'greenfield' investments, with Chinese companies 

looking to establish new enterprises or expand existing ones in Italy, rather than 

pursuing large-scale acquisitions. 

Entry mode by ownership 

Type No. Percentage 

Private 26   

Acquisition 11 42,31% 

Greenfield 15 57,69% 

SOE 21   

Acquisition 10 47,62% 

Greenfield 11 52,38% 

Total 47   
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Motivation by ownership 

Motivation No. Percentage 

Private 27   

Asset seeking 9 33,33% 

Market seeking 18 66,67% 

SOE 20   

Asset seeking 8 40,00% 

Market seeking 12 60,00% 

Total 47   

  

Nature Target major sector Total 

Acquisition Food 1 
 Other services 1 
 Chemistry and chemicals 1 
 Wholesale trade 4 
 Shipbuilding and railroad construction 1 
 Electricity and gas 1 
 Hotels; restaurants 1 
 Tanning, textile and apparel industries 2 
 Machinery and mechanical appliances 7 
 Metals; metal products 1 

  Engineering and architectural studies, technical analysis 1 

Total Acquisition 21 

Greenfield Other business support services 4 
 Other professional services 2 
 Instrumental electromechanics 4 
 Electricity and gas 3 
 Waste disposal and recycling 1 
 Holding 1 
 Machinery and mechanical appliances 3 
 Hire 2 
 Plastic products 1 
 Audio and video production and transmission 1 
 Telecommunications services 1 
 Software and computer services 2 

  Engineering and architectural studies, technical analysis 1 

Greenfield Total   26 

Grand total  47 
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Properties Target major sector Total 

Private Food 1 
 Other business support services 4 
 Other professional services 1 
 Wholesale trade 3 
 Electricity and gas 1 
 Waste disposal and recycling 1 
 Holding 1 
 Hotels; restaurants 1 
 Tanning, textile and apparel industries 2 
 Machinery and mechanical appliances 6 
 Hire 1 
 Plastic products 1 
 Audio and video production and transmission 1 
 Telecommunications services 1 
 Software and computer services 1 

  Engineering and architectural studies, technical analysis 1 

Private Total   27 

SOE Other services 1 
 Other professional services 1 
 Chemistry and chemicals 1 
 Wholesale trade 1 
 Shipbuilding and railroad construction 1 
 Instrumental electromechanics 4 
 Electricity and gas 3 
 Machinery and mechanical appliances 4 
 Hire 1 
 Metals; metal products 1 
 Shipbuilding and railroad construction 1 

  Software and computer services 1 

SOE Total   20 

Grand total  47 

 

Concurrently, there was a subtle yet noticeable change in the nature of Chinese 

investment entities. The period saw a slight decrease in the active role of state-

owned enterprises (SOEs) and an increase in incentives for private vehicles. This shift 

indicates a nuanced diversification of investment approaches, with SOEs still 

conducting larger operations but an increased reliance on private enterprises to drive 

investment strategies. This trend aligns with China’s broader economic policy, which 

encourages a mix of state and private sector participation in foreign investments to 

optimize risk management and leverage different strengths. 
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This new phase of Chinese investments in Italy was characterized by a greater 

emphasis on sustainable and long-term development. Chinese investors 

demonstrated an inclination towards investing in projects that offer a stable and 

sustainable return, rather than chasing high-risk, potentially high-reward 

opportunities. This approach resulted in a reduction in the total number of 

operations but also meant that the investments made were more aligned with the 

needs and priorities of the Italian market, as well as with the national policies of 

China. 

In this context, there was an increased interest in sectors such as renewable energy, 

digitalization, and advanced technological infrastructure. Chinese investors began 

seeking opportunities that not only provided economic returns but also contributed 

to their image as responsible and sustainable development partners. This included 

investments in projects that promote technological innovation, sustainable 

development, and job creation, aligning with the long-term growth objectives of both 

Italy and China. Moreover, the period witnessed a nuanced approach towards 

navigating the Italian regulatory environment and public sentiment. Chinese firms 

started to invest in sectors that were less sensitive from a geopolitical standpoint, 

avoiding industries that might trigger regulatory pushbacks or public resistance. 

There was a noticeable effort to blend into the local business ecosystem, with 

Chinese investors collaborating more closely with Italian partners, engaging in joint 

ventures, and actively participating in local community development initiatives. 

The shift in investment strategy also reflected a broader change in China's global 

economic policy. Amidst increasing international scrutiny and trade tensions, there 

was a discernible trend towards diversifying investment destinations and focusing on 

countries perceived as more welcoming or strategically important. Italy, with its 

strong industrial base and strategic location in Europe, presented an attractive option 

for Chinese investors looking to mitigate risks and maximize opportunities in the 

changing global economic landscape. 

The four-year period from 2019 to 2022 marked a critical phase of adaptation and 

reorientation for Chinese investments in Italy. While the COVID-19 pandemic 
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imposed unprecedented challenges, it also presented an opportunity to rethink and 

restructure foreign direct investment approaches. This period saw a decrease in 

traditional 'asset seeking' investments but an increase in 'market seeking' and 

'greenfield' operations, marking a strategic adaptation to the new global economic 

landscape, characterized by unique challenges and evolving geopolitical dynamics. 

The period from 2019 to 2022 marked a critical phase of adaptation and reorientation 

for Chinese investments in Italy, signaling a significant shift in China's foreign direct 

investment (FDI) strategies. This evolution reflects a broader shift in China's global 

economic policy, in response to both internal challenges and global ones, especially 

the COVID-19 pandemic and rising international trade tensions. 

During this period, there was a subtle yet noticeable change in the nature of Chinese 

investment entities. There was a slight decrease in the active role of state-owned 

enterprises (SOEs) and an increase in incentives for private vehicles. This shift 

indicates a nuanced diversification of investment approaches, with SOEs still 

conducting larger operations but increasing reliance on private enterprises to drive 

investment strategies. This trend aligns with China’s broader economic policy, which 

encourages a mix of state and private sector participation in foreign investments to 

optimize risk management and leverage different strengths. 

The new phase of Chinese investments in Italy was characterized by a greater 

emphasis on sustainable and long-term development. Chinese investors 

demonstrated an inclination toward investing in projects that offer a stable and 

sustainable return rather than chasing high-risk, potentially high-reward 

opportunities. This approach resulted in a reduction in the total number of 

operations but also meant that the investments made were more aligned with the 

needs and priorities of the Italian market as well as with the national policies of China. 

In this context, there was an increased interest in sectors such as renewable energy, 

digitalization, and advanced technological infrastructure. Chinese investors began 

seeking opportunities that not only provided economic returns but also contributed 

to their image as responsible and sustainable development partners. This included 

investments in projects that promote technological innovation, sustainable 
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development, and job creation, aligning with the long-term growth objectives of both 

Italy and China. Moreover, the period witnessed a nuanced approach towards 

navigating the Italian regulatory environment and public sentiment. Chinese firms 

started to invest in sectors that were less sensitive from a geopolitical standpoint, 

avoiding industries that might trigger regulatory pushbacks or public resistance. 

There was a noticeable effort to blend into the local business ecosystem, with 

Chinese investors collaborating more closely with Italian partners, engaging in joint 

ventures, and actively participating in local community development initiatives. 

Additionally, sustainable investments have emerged as a strategic approach for 

Chinese firms to penetrate the European market while circumventing the risks of 

economic decoupling. By focusing on sectors that are environmentally and socially 

responsible, Chinese companies are positioning themselves as key players in the 

European market, fostering collaboration and integration in a rapidly changing global 

economic landscape. 

The shift in investment strategy also reflected a broader change in China's global 

economic policy. Amidst increasing international scrutiny and trade tensions, there 

was a discernible trend towards diversifying investment destinations and focusing on 

countries perceived as more welcoming or strategically important. Italy, with its 

strong industrial base and strategic location in Europe, presented an attractive option 

for Chinese investors looking to mitigate risks and maximize opportunities in the 

changing global economic landscape. 

The four-year period from 2019 to 2022 marked a critical phase of adaptation and 

reorientation for Chinese investments in Italy. While the COVID-19 pandemic 

imposed unprecedented challenges, it also presented an opportunity to rethink and 

restructure foreign direct investment approaches. This period saw a decrease in 

traditional 'asset seeking' investments but an increase in 'market seeking' and 

'greenfield' operations, marking a strategic adaptation to the new global economic 

landscape characterized by unique challenges and evolving geopolitical dynamics. 
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The impact and implications of Chinese investments in Italy 

The data collected and the analysis of previous studies allow a first interpretation of 

the business implications of Chinese investments in Italy. In order to assess the 

characteristics of the acquired companies, 56 target companies between 2010 and 

2018 have been taken into consideration, for which the main financial data have been 

reconstructed: Pirelli, Ansaldo, CIFA, Ferretti, FC Internazionale, Giochi Preziosi, 

Esaote, Fosber, Candy, ValueBiotech, Ladurner Ambiente, Marcopolo Yachts, 

Nerviano, CMD Costruzione Motori Diesel. See appendix for complete data).  

In order not to consider distorted effects due to the great variance in the values and 

absolute variations of the data, it was decided to see the elements only with respect 

to the sign of the variable, negative or positive, presented by the companies. At the 

last financial statements before the acquisition, 68.5% of them had a positive EBITDA, 

57.5% a positive EBIT, but only 48.2% a positive operating result. These elements 

suggest an imbalance in the financial structure, with charges that in many cases make 

the result of a positive operating performance negative. Even though the presence of 

negative operating performance indicates the potential for improvement in industrial 

terms and synergies of many of the groups, the injection of liquidity, the increase in 

critical mass for access to credit and the decrease in the cost of financing are benefits 

of the entry of the Chinese partner for the entire sample. 

 

Figure 16 Impact of the investments. Author's elaboration 

From the perspective of a domestic rating agency, CRIF Ratings (2017) carried out a 

study aimed at verifying the effects of the entry of Chinese capital on the financial 

strength of a sample of Italian SMEs. In particular, 40 companies were examined, with 

a turnover of less than €500 million, subject to an acquisition of control by Chinese 

groups between 2010 and 2015. The number of companies analyzed is lower than 

the entire population of Italian companies acquired by Chinese companies; this is 
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because the study by CRIF Ratings excluded the companies of larger economic size 

(with a turnover of more than 500 million euros), entries in the share capital with 

minority interests, acquisitions that took place in years that do not fall within the 

2010-2015 time window and, finally, all transactions that took place through 

companies controlled by Chinese Groups but with registered offices in countries 

other than the Republic of China. Two thirds of the SMEs in the sample considered 

operate in manufacturing, in line with the investment policies suggested centrally by 

the Chinese government. The research clearly shows the benefits on the financial and 

asset structure of the sample already one year after the entry of the new Chinese 

majority shareholders. At an aggregate level, the companies considered show a 

reduction in leverage, measured by the ratio of financial debt to EBITDA, to 1.9x in 

the post-acquisition year from 5.7x in the pre-acquisition year. Similarly, the ratio of 

financial debt to shareholders' equity also improved, rising to 0.5x from 1.9x.  

The clear benefits of Chinese capital entering the financial risk profile of the SMEs 

acquired are justified by injections of financial resources which have resulted in a 

strengthening of capital levels and a simultaneous reduction in financial debt. 

According to the results of the sample examined, SMEs involved in Chinese 

investments had immediate benefits in terms of financial and capital stability. The 

acquisition strategies pursued by Chinese groups on the domestic production fabric 

are often accompanied by significant injections of liquidity for the benefit of equity 

and debt. On the debt side, the net financial indebtedness (i.e. net of ‘cash’) of the 

sample decreased by 69%, a positive trend that characterised 77% of the SMEs 

acquired. The immediate benefit on the financial-equity balance is also evident from 

the equity dynamics: the net equity of the sample grew at an aggregate level of 25% 

between the post-acquisition year and the year before the M&A operation and this 

trend involved 62% of the companies in the sample. One year after the acquisition, 

however, the advantages are not yet evident from the point of view of marginality: 

the Ebitda margin remains substantially stable compared to the year in which the 

acquisition took place and down compared to the previous year. However, this is 

compatible with the medium and long term time horizon in which the benefits 
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deriving from the industrial and commercial synergies that drive M&A operations 

emerge. Considering that most of the Chinese acquisitions in Italy have only recently 

materialized, the coming years will be decisive in assessing the impact of these 

operations on the Italian production structure also in terms of value creation and 

income generation capacity. In the same way, one year after the acquisition, no 

significant changes in terms of investment propensity emerge: within the sample, the 

ratio between Capex (Capital Expenditure) and turnover, an indicator usually used to 

measure companies' ability to invest, remains around 4% in line with the pre-

acquisition year. The majority of investments are in tangible assets, while intangible 

assets play a marginal role. Within the sample, patents, trademarks, licenses and 

concessions play an absolutely residual role with respect to the total value of the 

assets available. In particular, the weight of patents remains stable below 0.5%. On 

the other hand, trademarks, licenses and concessions cumulatively represent 2% of 

total assets in the year after acquisition, up compared to 1.3% in the year before 

acquisition; in this latter regard, however, it should be noted that this increase is 

attributable to what happened in a single entity which, following the acquisition, 

recorded a significant increase in the value of licenses. According to CRIF Ratings, 

these data show that, in choosing the target SMEs to acquire, Chinese investors look 

only marginally at patents, trademarks, licenses and concessions. Contrary to what 

often happens in the acquisitions of large Italian companies, in SMEs investors are 

looking for know-how that is difficult to codify, made up of professionalism and 

experience, which is not recorded in the company's financial statements, even 

though it is a typical ‘Made in Italy’ product carried out by many Italian small and 

medium enterprises.  

 

 

 

 

 Figure 17 Impact of the investments. Author's elaboration 
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Foreign investment is an important element for the growth of a country. They also 

bring valuable capital to those companies whose small size does not allow them to 

be competitive on international markets and introduce innovative working methods, 

as well as greater familiarity with distant markets that would otherwise be difficult to 

penetrate. Foreign investments are therefore an opportunity for industrialization and 

economic growth, both for the investor and the recipient country (according to a win-

win solution logic). Foreign investments appear indispensable in a productive system 

like the Italian one, largely based on small and medium enterprises (SMEs), when the 

traditional financing channels (banking and internal sources) are insufficient. Most of 

the Italian companies that have overcome the long period of economic crisis in recent 

years have succeeded thanks to their ability to innovate and internationalise, even 

with greater openness to foreign investment. Attracting direct investment, in fact, 

means increasing capital flows in the Italian production system, characterized by a 

high propensity for technological innovation and particularly advanced know-how, 

increasing employment levels and investment in research and development. In most 

cases, the interest of investors is to leave production and especially research and 

development phases in Italy, benefiting from the complementarity between the 

propensity for innovation and technological excellence of Italian companies and the 

operational capacity that potential partners guarantee. 

A 2019 study by KPMG for the Leonardo Committee investigated the impact of 

mergers and acquisitions on the economic and financial performance of a sample of 

40 companies acquired in the decade 2005-2015. The companies considered showed 

positive effects on both turnover and labour productivity.  

Figure 18 Impact of the investments. Author's elaboration 
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The same study also analysed the impact of M&A flows on the main macro-economic 

aggregates of a significant number of countries. Also in this case, the econometric 

analysis showed a significant indirect impact on GDP. Although not only Chinese 

companies (which are in any case the majority) are considered, the impacts 

considered apply regardless of the nationality of the investment. The growth as a 

result of the operation, both in terms of size, expressed as average assets (with an 

average growth of 6.4% of the targets against 4.7% of non-targets); in terms of 

economy, expressed as turnover (with an average growth of 7% against 4.6%) and 

productivity, expressed as the ratio between average turnover and average number 

of employees (14.7% against 1.7%). However, it should be noted that the result with 

respect to productivity is also determined by a lower growth rate of the average 

number of employees. 

 

 

 

 

Extending the analysis looking from the database just the variations to one year of 

Chinese acquisitions in Italy in 2012 (considering the eight cases Zago SPA, Sixty 

S.P.A., Aerospace Industries SRL, Plati LATI Elettroforniture SPA., C.R.N. S.P.A., 

SAFOP S.P.A., Ferretti S.P.A.), there is an increase in shareholders' equity in 63% of 

cases, a significant increase in turnover in 75% of cases, an equal number of 

companies with positive and negative changes in the number of employees and total 

assets. Obviously, the interval is very short does not allow to appreciate the synergic 

and economic variations, the negative result in the operating result is more 

indicative on the state of health at the time of acquisition than the outcome of the 

operation, the negative ROE is explained by the greater weight of the equity 

denominator after the intervention of the new shareholder. 

 

Figure 19 Impact of the investments. Author's elaboration 
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Figure 20 Impact of the investments. Author's elaboration 

The KPMG report shows a direct and positive impact of M&A operations on labour 

productivity and thus indirectly on GDP. Also the qualitative analysis of the study of 

some cases (including Zoomlion-Cifa, which will be discussed in the following 

paragraph) shows how quality, exclusivity, design and artisan know-how linked to 

brands are the main attractor of foreign capital 

The post-acquisition constants identified by the cases are: a greater degree of 

openness of the companies and greater growth, an extension of the life of the brand, 

an enhancement of ‘Made in Italy’ production, the recapitalization of the target 

company as a success factor. There are different governance structures 

implemented, depending on the different investors. According to the report, foreign 

operations have therefore, although weak, positive impacts in micro and 

macroeconomic terms, there is therefore no need for corrective measures but 

rather the need to implement tools to encourage the opening of Italian companies 

to foreign capital and partners. The effects are also positive in terms of 

entrepreneurial culture. In fact, a culture of extraordinary operations, specific skills 

on acquisitions, a predisposition and openness of the top management towards the 

management and management of cultural deference, and an aspiration to growth 

are developing. Fundamental, however, for the effects to be positive, is that there is 

consistency between the rationality of the operation and the corporate strategy. It 

is important that the operation is an opportunity to consolidate the company's 

business, an entry or diversification consistent with the pre-operation ‘core’ 

strategy. The entrepreneur and the management must be ready to open up, also 

towards the possibility of several consecutive operations and the management of a 

dimensional growth that could be exponential. An ad hoc team for operations, a 

competent advisor, the choice of the right timing and a good supervision of 
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corporate functions are fundamental for operations to be win-win for the bidder and 

the target, for the creation of industrial value. 

 

 

 

 

 

The study ‘Italia Multinazionale 2017’ commissioned by ICE-Agenzia also comes to 

encouraging conclusions: the performance of foreign-controlled companies in Italy 

shows a higher value added per employee than the national average; 96.4 thousand 

euros per employee in 2014 (97.9 thousand in 2015), which rises to 109.9 thousand 

(111.9 in 2015), if only foreign-controlled companies are considered, compared to 

63.7 thousand for the national average (62.6 thousand for companies with 20 or 

more employees). The largest productivity gaps in favour of foreign-controlled 

companies are found in utilities, transport and logistics services and social and 

personal services; there is also a significant gap in manufacturing industry (28.7 per 

cent, rising to 45 per cent if only foreign-controlled companies are considered). This 

evidence is consistent with the theory and the internationally conducted checks on 

the superior performance of IMN subsidiaries compared to domestic companies, 

thanks to the increased skills, technologies, managerial skills and scale and network 

advantages. However, the measurement of the gap must be considered with some 

caution, as it may result from even significant effects of sectoral and dimensional 

composition. The table illustrates the dynamics of foreign equity investments in the 

last decade in the different business sectors, for total equity investments and 

controlling interests only, respectively, allowing us to outline the main trends that 

have characterised the recent period. In the period 2005-2015 the highest growth 

rates, with reference to the various indicators used, concern the sectors of more 

recent internationalisation, starting from initial levels that are generally very 
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Figure 21 Impact of the investments. Source: KPMG 
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modest: utilities, construction, accommodation and catering services and personal 

services, agriculture.  

For the purpose of another assessment, only 100% Chinese acquisitions on Italian 

companies are taken into consideration, because an interest lies specifically in 

comparing the Chinese organizations with the Italian one operating in the same 

sector.  

In this regard the database AIDA has been used to gather together information about 

Chinese investments in Italy. In order to extrapolate just 100% acquired Chinese 

enterprises four criteria have been selected on the database, namely subsidiaries 

with full Chinese ownership, turnover above 10,000 (in order to make avoid missing 

data), active legal status and with available 2018 data. Based on those limitations a 

sample of 68 fully owned Chinese enterprise has been retrieved from AIDA.  

In order to compare these results with the specific Italian sector performance two 

steps have to be undertaken. At first, all Italian companies (with more than 10,000 

Euro on revenues) belonging to each category of the ATECO  codex as the 68 Chinese 

enterprises have been grouped together based on the economic activity performed. 

Subsequently, the mean of each ATECO category is calculated separately. This 

calculation will permit the comparison of the Chinese enterprises with the average of 

the same Italian economic sector. In addition, the Chinese enterprises in Italy are 

investigated in terms of Greenfield investments. Based on the methodological 

proceeding our research on AIDA extracted 68 fully owned Chinese firms in Italy. In 

this regard on Figure below, the Chinese companies’ head quarter location is 

depictured. Showing that the majority of Chinese companies reside in Milan and 

Turin, which are important commercial centers of the Italian economy.  

 



 

115 
 

 

Figure 22 Author's elaboration 

 

Chinese companies are distributed across the Italian territory, showing, however, a 

larger concentration in Northern Italy. This particular feature can be seen on figure. 

The primacy is given to Lombardy, which is supposed to be the region that contains 

the largest number of Chinese enterprises. Emilia Romagna and Piemonte share the 

second place on the podium. The third place is assigned to Vento. All other regions 

showed either a low or null percentage of Chinese enterprises in the regional 

territory.  
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In regard to the economic activities carried out by those Chinese enterprises, Table 1 

summarizes them providing a description of the activities performed. By looking at 

the percentages of each economic activity carried out it can be seen that more than 

35% of the enterprises do operate in the wholesale excluding motor vehicles and 

motorcycles. About one tenth is working in the manufacturing of metal products and 

manufacturing of machinery and equipment. 

 

Apparel Packing; Leather & Fur Packing 1% 

Manufacture of Chemical Products 4% 

Manufacture of Basic Pharmaceutical Products and Pharmaceutical Preparations 1% 

Manufacture of Rubber and Plastic Items 1% 

Manufacture of Other Non-Metallic Mineral Processing Products 1% 

Manufacture of Metal Products (Excluding Machinery and Equipment) 9% 

Manufacture of Computer, Electronic and Optical Products; Electromedical Equipment, 

Measuring Equipment and Watches 3% 

Manufacture of Electrical and Household Non-Electrical Equipment 1% 

Manufacture of Machinery and Equipment Nca 13% 

Manufacture of motor vehicles, trailers and semi-trailers 4% 

Manufacture of Other Transport Equipment 3% 

Furniture Manufacturing 3% 

Wholesale and Retail And Repair Of Motor Vehicles And Motorcycles 3% 

Wholesale (Excluding Motor Vehicles and Motorcycles) 37% 

Retail Trade (Excluding Motor Vehicles and Motorcycles) 4% 

Film Production, Video and Television Programs, Music and Sound Recordings 1% 

Activities of Architecture and Engineering Studies; Technical Tests and Analyses 1% 

Scientific Research And Development 1% 

Advertising and Market Research 1% 

Other Professional, Scientific and Technical Activities 1% 

Figure 24 Percentage of Chinese enterprises per economic activity (ATECO Code). Author's elaboration 
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The remaining economic activities listed in Table are less frequently chosen by 

Chinese companies.  The reason why this is the case falls outside the scope of this 

research, which is merely about making a comparison between Chinese enterprises 

and the Italian average financial and economic performance of the same industry.  In 

order to make a comparison a number of different Indexes have been retrieved from 

AIDA. In particular general indexes have been selected such as Returns on Equity 

(ROE), Returns on sale (ROS), Returns on investments (ROI), Debt/Equity ratio, 

Debt/EBITDA ratio, quick ratio, current ratio, fixed assets coverage index, financial 

charges over revenues and interest coverage ratio. In addition, a few other indexes 

have been selected which are specific for monitoring the indebtedness and level of 

debts of the organization (Indebtedness, amount of debts to banks (%), long term 

leverage, short term leverage, degree of independency from third parties (%), Index 

of financial independency).  While these indexes have been easily extracted from 

AIDA for Chinese enterprises, for the comparison with the Italian Industry average 

values had to be calculated for each ATECO number.  

In particular from the comparison it emerged that on average the Chinese companies 

use a more efficient financial leverage.  

Chinese companies result to be less capitalized: they have a higher debt/equity ratio 

(1.30 versus 1.29), a lower equity ratio (27.4% versus 28.4%) and a higher gearing 

ratio (18.68 versus 18.57). Consequently, the index of financial independence and the 

index of independence from third parties of non-Chinese companies is higher (28.39 

versus 27.48 and 0.83 versus 0.75 respectively). 

With respect to the duration and structure of the debt there are no significant 

differences, and in both cases the short-term debt ratio is around 0.90. The fixed 

asset coverage index is higher for non-Chinese companies, 0.70 versus 0.71. Non-

Chinese companies are slightly more liquid with a current ratio of 1.58 versus 1.56 

and a quick ratio of 1.22 versus 1.19. 

Debt, however, is used efficiently as shown by financial and profitability ratios. 

Although Chinese companies have a higher debt bank/turnover ratio (0.12 versus 

0.11) and a higher interest expense/revenue ratio (0.73 versus 0.71), the 
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debt/EBITDA ratio is lower (2.16 versus 2.17) and the interest coverage ratio is higher 

(31.83 versus 30.84). From the point of view of the companies' performance, the 

Chinese companies are stronger: on average the ROE is 8.01 versus 7.66, the ROI is 

2.76 versus 2.75 and the ROS is 8.01 versus 7.66. 

Chinese Companies don’t benefit from a greater capitalization but are characterized 

by more efficient use of debt, although they are slightly less liquid.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Previous studies on direct investments in the capital of Italian companies (CRIF 

Ratings, 2017) have shown how Chinese acquisitions contribute to the capitalization 

of Italian companies. Although the results of this research seem to be 

counterintuitive, they are explained by the fact that 100% Chinese companies are 

almost entirely branches or subsidiaries of multinational groups that adopt capital 

0 5 10 15 20 25 30 35

ROE

ROS

ROI

 Debt/EBITDA ratio

Debt/Equity ratio

Equity ratio (%)

Interest expense/revenue ratio

Interest coverage ratio

 Short-term debt ratio (%)

Current ratio

Quick ratio

Long-term debt ratio

Bank debt / Tunover

Gearing ratio

Independency from third parties

Financial Independency

Fixed Assets coverage index

Main Financial Ratios

Non-Chinese Companies average Chinese Companies average

Figure 25Comparison between Chinese and Non-Chinese Companies main ratios. Author's elaboration 
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structure optimization strategies with a focus on economic performance. It is 

however important to underline that differences and deviations in the data are not 

significant and that the structure of the companies within the activity clusters 

considered is homogeneous. It is also relevant to consider the limitations of a 

comparison with the parameters adopted to define conclusions on the characteristics 

of Chinese companies.  The dataset only takes into consideration companies with a 

100% Chinese ownership. Nevertheless, there are a significant number of 

multinational group controlled by Chinese with minority shareholder from overseas; 

the majority of the Chinese investments abroad are concluded through either 

vehicles based in countries such as Hong Kong to benefit from non-bureaucratic or 

fiscal advantages or through existing European subsidiaries of Chinese groups. From 

a methodological point of view, the data provides an instantaneous picture of the 

economic and financial situation of the companies, thus is not possible to appreciate 

its evolution over the years. 

Assessing New Paths 

In the immediate future, it is anticipated that China's Foreign Direct Investment (FDI) 

into the European Union will sustain its current diminished levels. The ongoing and 

emerging restrictions on Chinese outbound investments continue to play a significant 

role. However, this does not completely eliminate the possibility of a surge in 

investment in 2022. With current investment volumes at a low, identifying distinct 

trends is difficult, and any major transaction could significantly alter China's 

investment pattern, whether in terms of country, sector, ownership, or type. For 

now, the era of substantial Chinese investment in Europe seems to be on hold. 

Several critical elements will shape China's investment flow into Europe in 2022. 

Domestically, China's strict capital controls, a key reason for the reduction in global 

outbound Chinese FDI since 2016, are likely to persist unchanged. Stability, 

encompassing economic and capital flow consistency, will be a focus for China's 

leadership, especially during the 20th Party Congress and in light of decelerating 

economic growth. China's unwavering zero-Covid policies will continue to affect its 

global economic interactions. With a rise in Covid-19 cases within China, ongoing 
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international travel restrictions are expected for much of 2022, hindering the pace of 

business transactions and complicating due diligence procedures. As China 

experiences slower growth, international investments, especially in certain sectors, 

may become more attractive. Chinese firms facing local competition in decelerating 

sectors might pursue expansion into foreign markets. In terms of technology policies, 

China is likely to maintain its crackdown on specific tech sectors, particularly 

consumer and digital technologies. Nonetheless, European openness to Chinese 

venture capital (VC) investments may keep VC interest in the region strong. EU-China 

tensions, following the March 2021 sanctions and Beijing's December 2021 trade 

embargo on Lithuania, will likely continue to influence their bilateral relations in 

2022. With ongoing Chinese sanctions against EU lawmakers, the EU-China 

Comprehensive Agreement on Investment (CAI) is expected to remain stalled 

throughout the year. The geopolitical impact of the Ukraine war on China’s 

investment activities depends on the conflict's progression and China's position 

regarding it. The war has already sparked intense discussions in Europe around 

critical infrastructure and resilience, potentially leading to heightened scrutiny of 

Chinese investments in sectors like infrastructure, transport, and energy.  

 

3. MANAGEMENT OF GEOPOLITICS AND INSTITUTIONAL IMPLICATIONS  

Analyzing the structure and appealing traits of the Italian economic system is 

essential for understanding its investment allure. Highlighting Italy's strengths 

showcases various elements that make it an attractive destination for investment. To 

begin with, Italy ranks as the world's eighth and Europe's third-largest economy, 

boasting a significant internal market of 60 million consumers and a per capita GDP 

nearing USD 36,000 (IMF, 2018). In terms of household debt, Italian families exhibit 

one of Europe's lowest levels, holding debt at just 76.4% of disposable income (OECD, 

2016) – substantially less than in many other European nations. 

Italy serves as a crucial access point to a vast consumer base, connecting to 500 

million individuals in the European Union and an additional 270 million across North 
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Africa and the Middle East. The country is also a hub for outstanding research and 

development, with fifteen Italian universities being ranked among the top five 

hundred globally in major international lists. This reflects Italy's position as the fifth 

globally for the average citation count of its scientific publications. The innovation 

capability of Italy's small and medium-sized enterprises (SMEs) is noteworthy; they 

exceed the European Union average in terms of introducing strategic, product, and 

process innovations. Italy also stands out in the protection of intellectual property, 

evidenced by its high number of applications for international industrial design 

registrations and its third-place ranking for trademark applications in the agri-food 

sector. In the manufacturing domain, Italy is Europe's second and the world's 

seventh-largest economy, with a significant trade surplus of 103.8 billion dollars 

(WTO, 2016). Specifically, Italy's manufacturing balance is fifth worldwide, at 99.1 

billion USD (Istat, 2018). The pharmaceutical sector in Italy is particularly robust, with 

both national and multinational companies thriving, making Italy the second-largest 

production hub in Europe, following Germany and surpassing France, the UK, and Spain. 

In terms of energy efficiency, Italy's manufacturing sector leads with advanced 

technologies for raw material processing, utilizing less energy than comparable 

industries in France, Spain, and Germany (Istat, 2018). Additionally, Italy is a global 

frontrunner in renewable energy and domestic electricity usage from these sources, 

surpassing Spain, France, and Germany with a 13.7% energy savings rate. Investing in 

Italy grants access to a unique pool of intellectual and specialized knowledge, 

covering diverse strategic sectors like machinery, automation, fashion, design, food, 

and culinary arts. Recent years have seen Italy welcoming foreign investments in 

critical areas such as energy, networks, telecommunications, and transportation. 

Lastly, Italy's rich cultural heritage contributes to its attractiveness as an investment 

destination. The country ranks as the fifth most popular tourist location globally 

(UNWTO, 2018), offering a blend of historical, artistic, and cultural experiences. 
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The Italian competitive system 

Our country's position in the international rankings is growing, as evidenced by the 

world's most important research institutes. Among the most important reports when 

it comes to attractiveness and competitiveness is certainly the annual report 

published by the World Economic Forum on the competitiveness of countries. The 

work stems from the application of the competitiveness paradigm of a system 

developed by Porter with the contribution of Sala i Martin, and considers various 

aspects that influence and determine economic performance, and that consequently 

have an impact on the attractiveness of a system. The aspects considered are 

summarized in a general index and are divided into twelve pillars: institutions, 

infrastructures, digital capacity, macroeconomic stability, health, skills, product 

market, labour market, financial system, market size, entrepreneurial dynamism and 

innovative capacity. Italy is ranked 31st overall and 17th in Europe.  

More analytically, Italy reaches heterogeneous levels in the analyzed fields. It ranks 

56th for the quality of its institutions: the incidence of organized crime, the low 

effectiveness (130th place) of the legal system, regulatory interference and the low 

efficiency in regulating legal disputes, which sees the country in 137th place out of 

140 classified countries, have a decisive weight in this result. Particularly positive, on 

the other hand, are the digital participation, the freedom of the press, the homicide 

rate and the administration of the territory. The overall infrastructure is in 21st place, 

and the percentage of electrification, air connectivity and rail density stand out. Our 

transport network has about 6,900 km of highways, 1,000 km of high-speed rail links, 

with ports that can accommodate the large cargo ships that ply the Mediterranean 

(as will be discussed in more detail in the last chapter). The parameters of digital 

adoption are uniformly good, the country reaches the fifth place for the quality of 

health and macroeconomic stability, although inflation is stable, there are potential 

risks for the dynamics of debt. In terms of skills, the country has a good performance 
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in the ratio between teachers and students in primary education to a good quality 

professional system 44th place and 56th place for average years of schooling. Fifth 

place in the world instead is for market dominance in the market of products where 

it has a good index also with respect to tariffs even if it performs badly due to the 

complexity of the system and the distorting effect of taxes and subsidies on 

competition. The labour market results to be among the first in terms of efficiency 

with respect to redundant costs, for the quality of the regulation of workers' rights 

and internal labour mobility, but strong limits result in the flexibility of wage 

determination, in hiring and dismissal practices, in the relationship between father 

productivity, in the level of taxation of labour, in the level of employer-employer 

cooperation, where in any case it is placed over the 100th position. In the financial 

system, the ease of access to domestic credit for the private sector ranks 35th in the 

world, the quality of insurance premiums ninth, but the access to credit for small and 

medium-sized enterprises, which constitute the productive heart of the country, the 

low capitalization, the solidity of the banks, and the percentage of non-performing 

loans on the total portfolio are extremely critical, beyond the 115th position. Italy is 

the 12th largest country by extension in the domestic market, and the percentage of 

imports compared to GDP is particularly low. As far as entrepreneurial dynamism is 

concerned, it ranks 14th in terms of the quality of the regulatory system on 

insolvencies, around 30th in terms of the time it takes to open an economic activity, 

and from 70th to 90th in terms of the attitude towards entrepreneurial risk, the cost 

of opening an economic activity, and the growth of innovative companies. Decidedly 

critical are the percentage of companies that adopt destruction models and the 

ability to delegate authority. The country ranks 22nd overall for innovative capacity, 

a particularly relevant and interesting fact to consider. In seventh place for scientific 

publications, ninth for the quality of research institutions, fourth for the quality of 

district development, 19th for the number of registered trademarks, 22nd for the 

number of patents, 27th for research and development expenditure, 39th for the 

sophistication of consumption, even if it is worse in multi-stakeholder collaboration 

and diversity of the workforce. According to the Global Innovation Index 2018 
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published by the World Intellectual Property Organization (WIPO), which records the 

innovation indicators of national economies, Italy ranks among the top 50 countries 

in the world, in 31st place for the innovation rate of its economy and businesses. 

Among the strengths of Italy, the GCI, highlights the quality of the health service, the 

large size of the market, the capacity for high level innovation and good 

infrastructure. According to the Report, in order to further develop the potential for 

innovation it would seem necessary to strengthen digital adoption, while the private 

sector should be more open to new business models and destructive ideas, as well as 

developing a more risk-taking entrepreneurial culture. The Report points to 

important areas for improving performance in the modernisation of the financial 

system and the public and administrative sector. Poor performance in these pillars 

translate into insufficient resources to finance innovative investments and a high 

degree of bureaucracy that stifles business activity. Another issue that is strongly 

highlighted is that of macroeconomic stability. Although public finance seems to be 

under control overall, high public debt and a high degree of uncertainty about the 

future management of fiscal policy may further increase the cost of access to capital 

for the public sector and private companies. 

The entrepreneurial structure in the Italian system: strengths and 

weaknesses 

According to the latest Istat Report, during the period of the great recession (2008-

2013) the Italian economy suffered the loss of a substantial part of its production 

capacity. At the same time its structure has evolved. The moderate recovery of recent 

years, driven by manufacturing, has allowed the recovery of industries upstream of 

the supply chains (machinery, IT, business services) and encouraged the development 

of new activities. In general terms, the weight of individual activities has changed 

over time, due to the evolution of domestic and international demand and, together, 

relative prices. Over the entire period 2008-2016, the value added of the economy 

increased by 2.0 per cent at current prices, corresponding to a contraction of 5.3 

percentage points in volume, and by more than six points compared to the peak in 

2007. This modest growth is entirely explained by the progress of some service 
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activities, while the value added in industry (particularly construction) and, among 

services, in telecommunications has fallen substantially. There has also been a strong 

reorganization within manufacturing, with the loss of weight of traditional Made in 

Italy activities (textiles-clothing, home furnishings, from tiles to furniture to lighting 

technology and white goods), with the exception of food, and the growth in 

chemistry, plastics processing, pharmaceuticals and, in more recent years, the 

automotive and machinery sectors. In the production system these changes have 

been reflected in business demography (entry and exit of operators from the market), 

in the size changes of individual economic units and in market behaviour. The Italian 

economic system is characterised by a comparatively high number of small and very 

small operators: in the industry and market services sectors (excluding financial 

activities) there are 3.6 million companies active in Italy in 2015 (almost 300 thousand 

less than in 2008), compared to 2.4 million in Germany (where they increased by 500 

thousand). Widening the audience also to personal services, the universe of 

enterprises reaches 4.2 million units in 2015. The reduction in the number of 

companies active between 2008 and 2015 concerned in particular manufacturing and 

construction (-70 and -123 thousand units respectively, corresponding to 15.0 and 

19.0 per cent of the 2008 stock) and, among the size classes, especially the smaller 

players, often coinciding with sole proprietorships. In association with the 

concomitant reduction in employment levels, apparent productivity and value added 

per company both showed relatively high variations. In particular, between 2011 and 

2015, three-quarters of the reduction (150,000 units) was borne by sole 

proprietorships. To date, these still represent the majority (almost 63%) of 

production units and are made up of craft businesses (18.8% of production units), 

small businesses (20.6%), freelance activities (15.7%) and a residual share of other 

self-employed workers (7.6%). Enterprises in the strict sense, even though they are a 

minority, generate three-quarters of employment and almost 87% of the added value 

of the system. To this articulated composition of the productive system corresponds 

an equally articulated network of relationships of various kinds that companies have 

with other entrepreneurial subjects or institutions: collaboration links or, more 
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simply for the self-employed, diversification of the characteristics of their clientele 

(companies/private individuals, number, distance). In the Italian manufacturing 

system, and in particular in the district experience, subcontracting represents one of 

the most widespread forms of network economy. In a general context of a reduction 

in the number of manufacturing enterprises between 2005 and 2015 (about 15% less) 

and of particular suffering in traditional sectors, those with a prevalent vocation for 

subcontracting have been reduced by 35.0% and, at a high altitude, to just over 14% 

of the total. A comparison between the performance of subcontracting as a source 

of revenue (which also fell by about 35 per cent) and production costs offers a 

complementary indication that local suppliers may be partially replaced by foreign 

suppliers. The reduction in the traditional role of subcontracting networks seems to 

have, at least in part, a structural character. Considering sales to final consumers, 

almost all individual firms operate only locally, within their region of residence. Only 

one residual group has a customer base in more distant areas: by associating the 

range of action with the added value per employee (labour productivity), the latter 

are the strongest operators. Labour productivity increases as the number of 

customers among other companies increases, in all three aggregates, also controlling 

by size.  

 

 

 

 

 

 

The crisis has not substantially changed the structural characteristics of the Italian 

production system. Italy continues to be characterized by a large presence of micro-

enterprises (with less than ten employees), which are about 4.2 million. The small or 

very small companies represent, underlines ISTAT, 95% of the total production units 

Figure 26 Dimensional profile of Italian companies. Author's elaboration on ISTAT data 
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and employ about 7.8 million people (47% against 29% in the European average). The 

Institute, on the other hand, highlights a particularly modest share of larger 

companies (over 250 employees; 0.1% of companies and 19% of employees). For 

ISTAT, this fragmentation, only partly mitigated by the presence of enterprise groups, 

results in a very small average size (3.9 employees per enterprise compared with a 

European average of 6.8 employees), a very simplified ownership structure (63.3% of 

sole proprietorships) and a share of self-employed workers more than twice the 

European average. More than 93% of Italian enterprises with active employees, or 

about 1,542,000 out of a total of 1.644 million, have less than 15 employees. But in 

these companies only 37% of the workers work while 63% are employed by larger 

companies; about 79.48% of the total number of companies belong to the 1-5 

working positions class. Enterprises with 16 or more jobs represent 6.22% of the total 

number of enterprises, but provide 63.35% of the total number of jobs. 

 

 

 

 

 

 

 

Among the characteristics of Italian companies, conditioned by the dimensional 

elements highlighted, there is often an undercapitalization that makes the financial 

structure potentially fragile, threatening the stability of the system and exacerbating 

in a vicious circle the already highlighted problems related to the onerousness of 

financing and the difficulty of access to credit. As shown in the figure, on average 

Italian companies are financially more fragile than their European counterparts, with 

a particularly high short-term exposure, low recourse to debt securities and an equity 

Figure 27 Financial structure of European Companies. Author's elaboration on Ministry for 
Business and Made in Italy 
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component significantly below aver Italy's economic landscape is defined by its 

unique composition of productive, institutional, and corporate clusters, which 

collectively form an integral part of its national system. These clusters, often referred 

to as 'Industrial Districts', are a hallmark of the Italian model, particularly prominent 

in sectors like fashion, automotive, and machinery. This setup is distinguished by the 

presence of numerous small and medium-sized enterprises (SMEs), many of which 

are family-owned and highly specialized. 

The strength of these clusters lies in their collaborative nature. Businesses within a 

cluster often work closely, creating a synergy that fosters innovation, efficiency, and 

competitiveness. This collaborative environment is further enhanced by the 

institutional framework in Italy, which supports these clusters through policies and 

initiatives aimed at fostering growth, innovation, and internationalization. When it 

comes to protection systems and supply chain governance, the Italian model stands 

out for its emphasis on quality, craftsmanship, and the protection of intellectual 

property. These aspects are crucial in sectors like fashion and design, where the 

'Made in Italy' brand is synonymous with high quality. The governance structures 

within these clusters are often a blend of formal and informal mechanisms, where 

traditional business practices coexist with modern management techniques. This 

blend helps in creating a resilient and adaptable supply chain, capable of responding 

to market changes and global challenges. Moreover, the Italian system's approach to 

governance encompasses a strong regional dimension, where local governments and 

institutions play a significant role in supporting and regulating these clusters. This 

regional focus ensures that the unique needs and characteristics of each cluster are 

addressed, allowing for tailored strategies that contribute to the overall strength and 

sustainability of the national economy. The Italian system, with its productive, 

institutional, and corporate clusters, represents a unique model of economic 

organization. It combines the agility and innovation of SMEs with robust governance 

and protection systems, creating an environment that nurtures quality, 

craftsmanship, and global competitiveness.age. 
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Governing in the decoupling economy 

In the modern economy, characterized increasingly by a trend of decoupling, the role 

of government and the strategic application of ‘golden power’ are becoming integral 

to shaping global economic dynamics. This shift towards decoupling, where nations 

or regions strategically reduce their economic interdependence, especially in vital 

sectors such as technology and trade, reflects a reorientation of economic policies 

and practices. In this landscape, the concept of 'golden power' gains prominence, 

highlighting the state's ability to intervene in private sector activities, particularly 

those considered crucial for national security or economic stability. Governments are 

leveraging this power to safeguard domestic industries from foreign takeovers and 

influences, a move that is especially pertinent in sectors like technology and 

infrastructure. 

Simultaneously, the integration of Environmental, Social, and Governance (ESG) 

criteria is emerging as a significant element in this decoupling process. ESG 

considerations are increasingly influencing how countries, particularly in regions like 

the United States and Europe, approach economic relationships and supply chain 

dynamics, especially in contrast to the strategies adopted by Asian economies. This 

divergence in approaches is shaping new geopolitical economic landscapes. ESG 

criteria are also redefining value chains from a geopolitical perspective, shifting the 

focus from traditional value-based metrics to those that encompass broader risk 

considerations. This redefinition involves assessing and integrating risks related to 

environmental impact, social responsibility, and governance practices into the 

evaluation of supply chains. This approach is gradually transforming how businesses 

and governments perceive and manage global supply chains, emphasizing 

sustainability and ethical considerations alongside economic factors. Incorporating 

these dynamics into public management and fostering dynamic capabilities within 

organizations and governments are crucial for navigating this evolving economic 

landscape. It requires a balance between protecting national interests and engaging 

in global economic activities, all while adhering to ESG principles and managing the 

complex web of interdependencies that define the modern global economy. This 
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balance is essential for ensuring long-term sustainability, security, and 

competitiveness in an increasingly fragmented yet interconnected world. 

Redefining the supply chain based more on risk than on value represents a significant 

shift in how businesses and governments approach global commerce and supply 

chain management. Traditionally, the primary focus of supply chains has been on 

maximizing value — this includes optimizing efficiency, reducing costs, and 

maximizing profits. However, recent global events such as the COVID-19 pandemic, 

geopolitical tensions, and environmental challenges have highlighted the 

vulnerabilities inherent in this value-centric approach. 

In a risk-focused supply chain model, the emphasis shifts to identifying, assessing, 

and mitigating potential risks that could disrupt the supply chain. This approach 

considers a range of factors, including geopolitical risks, environmental impacts, labor 

practices, and cybersecurity threats. By prioritizing risk management, companies and 

governments aim to create more resilient supply chains that can withstand various 

disruptions. 

This paradigm shift involves a more holistic understanding of the supply chain, 

recognizing that factors like political stability, sustainable practices, and ethical 

sourcing can be as critical as cost and efficiency. It necessitates a deeper collaboration 

between different stakeholders in the supply chain, including suppliers, 

manufacturers, distributors, and consumers. Incorporating risk management into 

supply chain strategies also means investing in diversification of suppliers and 

sources, building redundancies, and developing contingency plans. Advanced 

technologies such as AI and blockchain are increasingly used to monitor supply chain 

risks in real-time and ensure transparency. Redefining supply chains around risk 

rather than solely on value is not only about mitigating threats but also about seizing 

new opportunities. It allows businesses to align more closely with evolving consumer 

expectations around sustainability and ethics, adapt to regulatory changes, and be 

better prepared for unforeseen global events. This approach, while potentially more 
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complex and costly in the short term, aims to secure long-term sustainability and 

resilience in a rapidly changing global environment. 

In the contemporary global landscape, the concepts of public management and 

dynamic capabilities have become increasingly essential, particularly in the context 

of leveraging 'golden power', integrating state management with intelligence, and 

enhancing the corporate function of strategic oversight. 

Public Management and Dynamic Capabilities in the Context of Golden Power 

and Legal Instruments 

Public management today is not just about administering government functions; it's 

about actively shaping and influencing economic and geopolitical landscapes. This is 

where the concept of 'golden power' becomes crucial. 'Golden power' refers to the 

authority that governments hold to intervene in private sector activities, particularly 

in sectors deemed vital for national security or economic stability. This power, when 

exercised, can influence decisions regarding foreign investments, mergers, and 

acquisitions, especially in strategic industries like technology, telecommunications, 

and defense. The dynamic capabilities of public management involve the ability to 

adapt, integrate, and reconfigure internal and external competencies to address 

rapidly changing environments. In the context of 'golden power', this means 

governments must be able to quickly assess situations, understand the long-term 

implications of foreign investments, and respond effectively to protect national 

interests. This response is not just reactive; it's about anticipating future challenges 

and opportunities in the international business environment. 

Since its implementation in October 2020, the EU investment screening regulation 

has led to heightened scrutiny of foreign investments, prompting the establishment 

and revision of investment screening regimes across Europe. By 2021, 18 out of 27 

EU member states had implemented legislation to scrutinize foreign investments, a 

significant increase from just 11 in 2017. Moreover, all but three EU countries are in 

the process of setting up or updating their screening systems. 
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From the regulation's enforcement in October 2020 to June 2021, 11 EU member 

states, under the new EU FDI regulation, flagged 265 transactions as potentially 

problematic, with about eight percent of these involving Chinese investors. 

Referring to the Chinese case we analyzed, a majority of the high-profile cases where 

Chinese investments were examined pertained to critical infrastructure and strategic 

dual-use technologies. The focus was particularly sharp on acquisitions in the 

semiconductor industry, a sector where China is striving for self-reliance from foreign 

sources. Notably, Italy halted two such acquisitions in this field.  

One prominent case in 2021 was the Italian government's scrutiny of the 2018 

acquisition of Alpi Aviation, an Italian drone manufacturer. This case typifies both the 

significance and constraints of investment screening frameworks. Alpi Aviation was 

acquired by a consortium comprising CRRC and a group linked to the Wuxi city 

government, through various intermediaries. Despite legal mandates, the 

transactions weren't initially declared to Italian authorities. 

The Alpi Aviation case garnered public attention in September 2021, amid 

investigations by the Italian government into potential breaches of regulations 

concerning military material sales. The sensitive nature of this deal underlines the 

value of screening systems in preventing the cross-border transfer of dual-use 

technology and knowledge. However, these mechanisms might not always 

successfully capture smaller transactions like Alpi's, which could bypass regulatory 

oversight. 

 

CHINESE INVESTOR EUROPEAN TARGET COUNTRY SECTOR STATUS 

Syngenta Verisem Italy Agriculture Blocked 

China General Nuclear (CGN) 
Nuclear power station 
in Suffolk 

UK Nuclear power 
Removed 
from project 

China Aerospace Science and 
Industry Corporation (CASIC) 

IMST Germany Satellites Blocked 

Shenzhen Investment Holdings LPE Italy Semiconductors Blocked 

Zhejiang Jingsheng Mechanical Applied Materials Italy Semiconductors Blocked 

Nexperia Newport Wafer Fab UK Semiconductors Under review 

Taurus International 
Perpetuus Carbon 
Technologies 

UK 
Advanced 
materials 

Blocked 

CRRC Alpi Aviation* Italy Drones 
Post-deal 
review 
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CHINESE INVESTOR EUROPEAN TARGET COUNTRY SECTOR STATUS 

COSCO 
HHLA Container 
Terminal Tollerort 

Germany Logistics Under review 

COSCO 
Maersk’s box 
manufacturing unit, 
MCI 

Denmark Logistics Under review 

SAI MicroElectronics Elmos Semiconductor Germany Semiconductors Under review 
 

Figure 28 Selected cases of screened Chinese investments in Europe, 2020-2021. Source: MERICS 

Integration of State Management with Intelligence: Information Apparatus in 

Enhancing Industrial Competitiveness 

 

The integration of state management with intelligence has become a critical aspect 

of modern governance, particularly in economies where the line between economic 

and national security threats is increasingly blurred. In this scenario, intelligence 

services play a pivotal role in informing government decisions. This information is not 

just about traditional security threats but also encompasses economic intelligence – 

understanding global market trends, potential economic threats, and the strategies 

of foreign entities and governments. 

State managers, equipped with this intelligence, are better positioned to make 

informed decisions. This could involve crafting policies that protect critical domestic 

industries, negotiating international trade agreements, or developing strategies to 

enhance national competitiveness in key technology sectors. 

In the corporate world, the function of strategic oversight has evolved to become 

more encompassing and complex. Today's corporations operate in a global 

environment fraught with geopolitical tensions, supply chain vulnerabilities, and 

rapid technological changes. Strategic oversight in this context means continually 

assessing these external risks and aligning them with the company's internal 

capabilities. This function involves not only risk management but also identifying new 

opportunities for growth and innovation. Corporations must navigate an array of 

international regulations and policies, adjust to shifts in global trade dynamics, and 

invest in technologies that provide competitive advantages. Strategic oversight thus 

becomes a key function that ensures corporations are not just compliant with current 

regulations but are also resilient and adaptable to future changes in the global 
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market. In conclusion, the integration of public management and dynamic 

capabilities in the modern era is marked by a nuanced understanding of 'golden 

power', the strategic use of intelligence in state management, and the evolving role 

of strategic oversight in corporations. These elements collectively define how 

governments and businesses navigate the complex and interconnected landscape of 

the global economy, emphasizing the need for agility, foresight, and a comprehensive 

approach to both opportunities and challenges. 

To accurately identify the fundamental structural conditions necessary for improving 

the placement of Italian industry within the global market, it is crucial to reflect on 

the current state of global geopolitical and geoeconomic structures, especially in a 

period of significant crisis. This era is marked by the transition from a unipolar model 

led by the United States to a fluid multipolarism with regionalist characteristics. 

Through this lens, we can more clearly discern the essential features of the 

international network of productive, economic, and commercial relationships. 

Industrial competition is inevitably shaped by the evolving power dynamics among 

geopolitical entities. Today, this competition has become the primary battleground 

for international players. Since the fall of the Berlin Wall and the dissolution of the 

bipolar structure, geostrategic military competition has given way to economic and 

technological competition. This shift has moved the conflict to a plane that is in many 

ways more complex and nuanced. 

For these reasons, it's apparent that institutional support for the industrial sector is 

intrinsically linked to the need to protect the peaks of economic excellence. These 

are increasingly threatened by attempts at external interference, as well as the need 

to penetrate new markets, which are the focus of intense global competition. 

The level of attention to these issues varies depending on the cultural sensitivity 

expressed by the relevant leadership groups. It seems more than appropriate to 

consider, and where possible, to learn from the experience of major economic 

powers. These countries have consistently and structurally supported their industrial 

realities through the use of information services within well-established 

organizational mechanisms. 
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Significant experiences in countries like France and the United States, which have 

devised and continue to refine sophisticated systems of informational and 

operational support for their productive activities, are particularly notable. The 

success of strategic planning, both in the political and economic/industrial spheres, 

is based on the quality and quantity of information provided to the decision-maker. 

The more sensitive the acquired information is, the more it will be protected, and 

even more, efforts must be made to counteract entities attempting to capture it. The 

trend of shifting international competition towards the economic profile has led 

some countries, already by the end of the last century, to rethink the internal 

structure of their information systems, incorporating compartments exclusively 

dedicated to economic intelligence. 

A heightened sensitivity to the subtler aspects of power systems construction has led 

to a significant deepening of certain study topics, with strong operational 

implications. These include the study of unconventional conflict, in the forms of 

cognitive and economic warfare, now more relevant than ever due to the strong 

influence of the media and the ease of transmitting and manipulating information. 

Economic Intelligence and Corporate Organization 

In most Italian industrial realities, economic intelligence is currently associated with 

the concept of security, positioning it alongside activities related to physical, 

perimeter, cyber, ICT, or travel security. This has led to a somewhat internal and 

defensive interpretation of economic or competitive intelligence, more aligned with 

counterintelligence apparatus and activities. While this view certainly finds 

resonance in organizational theory, it needs to be expanded and updated for a 

broader understanding of the competencies inherent in economic intelligence. In 

particular, a coherent organization of informational apparatuses at the corporate 

level should result in a reconfiguration of internal structures (and often the same 

organigrams) through the establishment of intermediate and interconnected 

decision-making sections. These would funnel functions responsible for market 

strategy development, short-medium, and long-term planning, as well as geopolitical 

and geoeconomic analysis. 
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Proper understanding and full utilization of economic intelligence tools require first 

and foremost an external projection of corporate decision-making apparatuses. In 

the last decade of the last century, the United States implemented a complex system 

of economic intelligence, establishing dedicated bodies such as the NEC, NCIX, and 

Advocacy Center. The need to revise the structures currently prevalent in the Italian 

industrial system becomes even more apparent when considering the tendency to 

focus exclusively on the analysis, sometimes superficial, of open sources (OSINT), 

underdeveloped or even entirely outsourced. Organizational structures of this kind 

present a dangerous flaw, perhaps not immediately perceptible: they prevent the 

industrial reality from understanding some fundamental components of the market 

and structuring itself consciously within it, thus remaining at the mercy of cyclical 

fluctuations and strategies planned by international competitors. 

To address this range of issues, various organizational schemes could be adopted, as 

long as they are aimed at involving informational mechanisms in the determination 

of market strategies. An interesting model can certainly be found in the corporate 

organization of Finmeccanica SpA. Here, we find a direction, known as the Chief 

Security Officer – CSO – (constantly interfaced with a Study Office whose analysis and 

research work is extremely valuable for the holding) where the typical aspects of 

preventive control are combined with geopolitical-geoeconomic analysis, and 

significant emphasis is placed on the processes of information gathering and 

processing. The particular needs felt by the Defense and Aerospace giant inevitably 

reflect on the internal organization and lead corporate structures to be structured in 

such a way as to adequately face the market. 

A similar high articulation of informational and strategic functions can be observed in 

important realities such as Eni, where economic intelligence reaches, in the Italian 

context, very high standards of effectiveness and efficiency. 

Having established that the concept of economic intelligence should not be totally 

equated with that of security, the further problem arises of the hierarchical 

classification to be attributed to corporate intelligence structures and, even more, 

the issue of identifying figures to interface with the Information Services. Under the 
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first profile, we know that the role of security apparatuses is so important that 

responsibilities related to such functions often converge at the highest decision-

making level. As a typical example, consider the placement of the CEO at the head of 

Security Management, a fairly common circumstance in Defense and Aerospace 

companies: the sensitivity of the core business requires the involvement of the 

highest corporate level in security issues. This model presupposes continuous 

dialogue between the decision-making body and the security structure, as well as a 

cascading articulation with the entire executive managerial structure. The overall 

picture is then completed by the coordinated and joint activation of all those figures 

that pertain to corporate security scenarios: Crisis Management, Risk Management, 

and Business Continuity Management. 

Regarding the identification of figures responsible for managing the interconnection 

between the industrial reality and the Information Services, as already mentioned, 

the delicate aspect of selecting and controlling the individuals within the corporate 

security apparatus responsible for receiving and activating inputs from the 

institutional system becomes apparent. It seems clear that, if necessary, the Agencies 

should be the first to pronounce on the possibility of collaborating with a given 

subject rather than another. Similarly, it seems almost natural to think that the 

subjects appointed to interface with the Institution through the maintenance of 

exclusive, personal, and secure relationships are likely to hold top roles within the 

relevant corporate function, precisely because of the delicate task of information 

exchange they are called upon to perform. 

The need to protect the informational patrimony of individual industrial realities 

must respond to a broad and comprehensive vision, from which to extrapolate a 

context on the whole of the prerogatives and needs of the entire Italian industrial 

sector. 

Often, indeed, the type of interventions required is common to several sectors, thus 

emerging the possibility of ordering the perceived needs in the field of 

counterintelligence through individual categories: protection of know-how, 

protection of sensitive products and goods, safeguarding of critical infrastructures. 
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More specifically, counter-espionage activities in the industrial field represent the 

central and most delicate moment of a wide range of needs that the intelligence 

community must meet to ensure the indispensable prerequisites for the progress of 

productive activities. 

In this sector, the theme of cooperation between Information Services and corporate 

security emerges particularly. Given the fluidity that characterizes the work of the 

Agencies in the Information System for the security of the Republic, it must be 

premised that it would be difficult to imagine formal or static mechanisms of 

interconnection between the two worlds. If, on one hand, it is clear that the Internal 

Information and Security Agency is responsible for intervening to prevent and 

counteract aggression against the patrimony of Italian industry, in a typical economic 

counterintelligence perspective, on the other hand, it would be quite problematic to 

hypothesize rigid connection structures that force such an Agency to interface 

directly with the interested corporate counterpart. To overcome this phenomenon, 

it could be envisaged the possibility of implementing the competencies of certain 

structures within the Security System, which are already responsible for relating with 

the industrial world: think for example of the UCSe for operations related to the 

release of the NOSI, the NOS and the activities of control regarding the protection of 

classified information. In a system that responds to an organization of this type, the 

UCSe could play a role of filter between the work of the Agencies and the corporate 

structures called upon to ensure industrial security. Such a filtering function and 

channeling of information would clearly require the respect of very high standards of 

‘trust’ by the interested parties, as well as the construction of secure, exclusive, and 

personal relationships with the key figures of corporate management. Thus, the 

themes of economic counterintelligence impose the deepening of different 

problems: organizational and managerial, executive and control. Under the executive 

profile, economic counter-espionage can take root in the set of activities classically 

used by Information Services: counterfeiting, disinformation, intoxication, and 

counter-sabotage can be valid tools to counter and respond to attempts of aggression 

from the outside. 
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In fact, mere protection, understood as the activity of identifying and countering 

informational attacks, would avoid the risk of external interference, without, 

however, exploiting the opportunity to short-circuit opposing intelligence 

apparatuses. The appropriate use of disinformation, for example, through the 

dissemination of news wholly or partially intoxicated, would serve to mislead and 

circumvent opposing strategies, up to the point of using them to one's advantage, as 

happens with reference to the counterfeiting of agents or collaborators infiltrated, 

once identified and properly framed. 

It would be correct to assert that the techniques normally used in ‘strategic’ 

intelligence could find an almost perfect reflection in the economic world: what 

changes are the territory of the conflict and the actors, not the tools and purposes of 

the action. Among defensive activities, particular attention must then be devoted to 

the world of critical infrastructures, a notion very broad and increasingly often 

associated with the theme of cyber threat, especially in the forms of cyber warfare. 

In this regard, it appears more than necessary to observe that the concept of ‘critical 

infrastructure’ refers to a range of circumstances much broader and more complex, 

to which the theme of cyber attack occupies a partial space. If, indeed, it is true that 

through networks serious blows can be inflicted on the life of any minimally 

computerized industrial reality, it is equally true that the most significant damages 

can still be caused through the material aggression of those infrastructures 

considered critical because they are susceptible to paralyzing the entire productive 

activity if attacked: think of actions aimed at interrupting water supplies or even 

sabotage of electricity networks through tampering with the supports of overhead or 

underground lines. 

The New Challenges of the Italian Intelligence Community 

The current historical moment assumes a strongly innovative connotation due to the 

multiple geopolitical, geoeconomic, and financial changes that daily present 

themselves on the world stage, contributing to accelerate and complicate the chaotic 

framework of strategic relations among the actors of the International Community. 

Faced with the challenges imposed by such changes, the Information System for the 
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security of the Republic, in the new institutional framework outlined by law 

124/2007, has intended to update its organization, in order to pay increasing 

attention to the latest frontiers of intelligence. The traces of the dynamism with 

which the Italian Information Services attack the new threats to security are clearly 

visible in the constant effort to open up to the academic world and the scientific 

community, in the dissemination of an intelligence culture that brings the Italian 

citizenry closer to the institutions and, above all, through the introduction into the 

intelligence glossary of new concepts, previously little used, today increasingly 

present in info-operational activity: economic-financial intelligence, energy 

intelligence, competitive intelligence, protection of ‘scientific, economic, and 

industrial interests of Italy’. 

If in the past the collection of information took place in the perspective of the 

relationship, albeit competitive, between States and sovereign organizations, 

responding to geostrategic dynamics, nowadays international attention focuses on 

new types of management and aggregation of real power, which flows with novel 

characters into private multinationals, into the virtual management of the financial 

market, into the neo-allocation of energy resources, increasingly determining for the 

competition of a geoeconomic and industrial nature. 

The complexity of the overall picture entails, as a direct consequence, a continuous 

updating of the objectives of the national intelligence community and the 

identification of new strategies, which take into account the interaction with public 

and private organizations operating in the markets, as an immediate expression of 

the national interest. The Information System for the security of the Republic has the 

task of actively contributing to the construction of a true national network, capable 

of anticipating and facing the challenges of globalization, so as to enable Italian 

industrial realities to respond to market challenges and manage competitive 

processes. In this context, the concept of system becomes the central moment of the 

efforts of updating and evolution on which the attention of the Italian intelligence 

community focuses, as the challenges to be faced are no longer confined to the state 

universe, but, crossing institutional boundaries, spill over into the set of productive, 
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industrial, and commercial relations, which take shape in an environment 

increasingly devoid of conventional territorial delimitations.  

The intelligence operator is then required to have the ability to immerse himself in 

this fluid and dynamic world, to speak the language of the financial analyst, to protect 

industrial secrets from espionage carried out by agents of competing countries, to 

possess that set of knowledge and systemic spirit, which make possible the 

confrontation in a community in which he can recognize himself and recognize the 

actual scope of the most sensitive sectors for national security. Likewise, the 

intelligence operator must have the ability to support strategic planning aimed at 

expanding into new businesses by Italian industry, to be able to structure and nurture 

that set of contacts that constantly accompany the Italian economic operator on 

markets never known, never explored. 

The polyhedricity of the behavioral and relational approach required of the 

intelligence operator turns out to be, in truth, the same that nowadays must be 

possessed by the entire set of figures to whom is entrusted the management of 

security in private realities: it is precisely in this observation that the idea of the 

system previously mentioned materializes: national security, informational support 

to competition on international scenarios represent the fulcrum. 

The New Challenges of Management 

Navigating the rising tide of geopolitical risks has become a critical concern for CEOs 

globally. The fraying of the post-Cold War international order, characterized by 

Western-led institutions and liberalized trade regimes, necessitates that business 

leaders integrate geopolitical risks into their strategic frameworks, akin to digitization 

and climate change initiatives. Geopolitical risks, manifesting in trade wars, economic 

sanctions, and regional conflicts, can disrupt supply chains, impact market access, 

and alter competitive dynamics, posing direct threats to operational stability and 

long-term growth prospects. For instance, ongoing trade tensions between the 

United States and China have resulted in increased tariffs and regulatory scrutiny, 

affecting multinational corporations operating in both regions. 
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To mitigate these risks, CEOs must adopt a proactive stance towards geopolitical 

events, understanding the broader geopolitical landscape to anticipate potential 

disruptions. This enables companies to prepare for adverse scenarios and identify 

opportunities arising from geopolitical shifts. Establishing dedicated geopolitics 

teams within the organization is an effective strategy. These teams, composed of 

experts in international relations, economics, and political science, supported by 

robust data and analytics capabilities, monitor geopolitical developments, analyze 

their impact on business, and advise senior leadership on strategic responses. Such 

teams provide valuable insights into emerging risks and opportunities, such as 

identifying alternative supply chain routes in response to trade disruptions or 

suggesting market entry strategies in politically stable regions. By integrating 

geopolitical analysis into decision-making processes, companies enhance their 

resilience and agility in the face of uncertainty. Leveraging advanced data and 

analytics is crucial in assessing geopolitical risks. Predictive analytics, scenario 

planning, and risk modeling help companies quantify the potential impact of 

geopolitical events and develop contingency plans. Predictive models can forecast 

trade policy changes or geopolitical conflicts, enabling companies to adjust strategies 

accordingly. Additionally, data analytics can monitor real-time developments and 

provide early warning signals, allowing companies to respond swiftly to emerging 

threats and capitalize on new opportunities. By utilizing data-driven insights, CEOs 

can make informed decisions that align with strategic objectives while mitigating 

geopolitical risks. Integrating geopolitical considerations into the overall business 

strategy is essential for long-term success. This involves aligning strategic goals with 

the geopolitical realities of the markets in which the company operates. Businesses 

can diversify their supply chains to reduce dependency on any single region, 

minimizing the risk of disruption from geopolitical tensions. Furthermore, companies 

can engage in strategic partnerships and alliances to navigate complex geopolitical 

environments. Collaborating with local firms, governments, and international 

organizations provides valuable support and enhances market access, helping 
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companies build resilience against geopolitical shocks and strengthen their 

competitive position. 

Building a comprehensive geopolitical risk management framework involves several 

key steps. Risk identification and assessment require identifying potential 

geopolitical risks and assessing their likelihood and impact through qualitative and 

quantitative methods, including expert analysis, scenario planning, and risk 

modeling. Monitoring and early warning systems should be established to track 

geopolitical developments in real-time and provide early warnings of emerging risks, 

using dashboards and data analytics tools. Strategic response planning involves 

developing plans to respond to identified risks, including contingency planning, 

scenario analysis, and response strategies to mitigate potential impacts. Integration 

with business strategy ensures that geopolitical risk management is aligned with 

strategic objectives and integrated into decision-making processes. Stakeholder 

engagement with government agencies, industry associations, and local communities 

builds support and enhances the company's ability to navigate geopolitical risks. 

Regular review and adaptation of the risk management framework ensure its 

relevance and effectiveness amid changing geopolitical dynamics. 

As geopolitical risks continue to rise, CEOs must prioritize these challenges alongside 

other critical business imperatives. By establishing dedicated geopolitics teams, 

leveraging data and analytics, and embedding geopolitical considerations into their 

strategic framework, companies can better navigate the complexities of the global 

landscape. This proactive approach not only mitigates risks but also positions 

businesses to seize new opportunities in an increasingly interconnected world. In the 

current climate, CEOs face new challenges due to the evolving nature of geopolitics 

and heightened expectations. Many corporations now surpass the economic scale of 

the nations they operate in, wielding considerable influence. This elevates them to 

the status of political entities, often perceived to be driven by political objectives. The 

frequent transition of individuals between CEO roles and top political positions in 

both developed and developing nations has reinforced this view. Consequently, when 

business leaders are regarded as potential political figures, there's an expectation for 
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them to display political acumen, even while they're primarily in corporate roles. 

CEOs are increasingly expected to react swiftly and publicly to political events via 

social media. In the pre-social media era, it was acceptable for companies to maintain 

a neutral stance or withhold comments on political matters. Nowadays, any CEO who 

appears disconnected from political issues of public concern risks being perceived as 

distant or insincere. Moreover, company boards are less inclined to accept changes 

in 'external conditions' as excuses for underperformance. Post-Brexit, for instance, 

firms impacted by the fluctuation of the British Pound faced rigorous scrutiny from 

their boards about their preparedness and potential mitigation strategies. Boards are 

also taking a more active role in addressing non-traditional business risks like climate 

change, cybersecurity, and ethics. The inability of management to fully assess or 

predict a novel risk is no longer considered a valid excuse. CEOs are now expected to 

have geopolitics included in their risk registers, along with comprehensive mitigation 

and response strategies. Another complex challenge for CEOs is engaging with 

employees and customers on politicized issues. Some stakeholders expect the 

company to publicly align with their stance, which can be polarizing, while others 

prefer a more neutral approach. In essence, CEOs must adapt to these new demands 

and challenges posed by the contemporary geopolitical landscape. 

A Chief Geopolitics Officer forms an essential part of the executive team, bearing the 

sole responsibility for addressing the impact of political dynamics on the business's 

interests. This role involves close collaboration with specialized experts, especially in 

government and public affairs, and integrates with other key areas like Strategy and 

Risk to ensure a comprehensive understanding across the company. Historically, the 

existence of a dedicated government or public affairs team was deemed adequate. 

However, in the current environment, this is just the beginning. Such professionals 

are highly efficient when dealing with well-defined issues and when there is 

transparent and open communication with government entities. The handling of 

industry regulations and technical standards often still aligns with this approach. 

However, in today's climate of intensified geopolitical complexities, these teams 

require more robust support and broader connections to be truly effective. This 
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means that CEOs should actively engage in government and public relations roles, 

including meeting with officials and maintaining a visible media presence, rather than 

relegating these duties to their teams. Such direct involvement lends external and 

internal legitimacy to the government affairs team. For a government affairs team to 

be fully utilized, it needs to be closely integrated with the company's strategy, 

business planning, risk management, and public relations activities. Typically, this 

level of integration and effectiveness can only be achieved by someone in the CEO 

position due to their overarching perspective and influence. Key indicators of a 

successful collaboration in this context include the development of flexible business 

strategies that can adapt to changing scenarios, the centralization of geopolitical 

considerations in market entry and business adjustment decisions, and the 

incorporation of geopolitical risks into the general risk register, rather than treating 

them as an isolated category. In essence, for businesses to thrive amidst political 

uncertainties, it's crucial to have an individual dedicated to steering through political 

fluctuations. Otherwise, business strategies might overly rely on quantitative metrics, 

failing to account for the practical implications and realizations influenced by political 

factors. Understanding current business activities and their vulnerability to 

geopolitical changes is a crucial element for CEOs, especially if these considerations 

haven't been actively addressed before. One effective approach is to perform a 

geopolitical stress test on the company's strategies and upcoming initiatives. For 

instance, many businesses could face severe consequences from a global shutdown 

of transportation or communication systems, a scenario increasingly plausible amid 

growing geopolitical tensions. Conducting a stress test can help assess the impact of 

such disruptions. CEOs can review their company’s three-year business strategy and 

simulate a range of scenarios, either separately or collectively, to evaluate their 

company's exposure and adaptability. In terms of the financial model, core aspects 

like interest rates, tax rates, and tariffs could undergo significant changes due to 

political or regulatory alterations. For example, businesses might experience a 

twofold increase in operational costs for cross-border transactions, similar to what 

many companies faced during Brexit. Other scenarios might include large fluctuations 
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in global currencies, stock markets, or commodities due to monetary policies or 

geopolitical tensions. When considering the business model, aspects like the 

geographical presence, product appeal, and customer base could be significantly 

influenced by geopolitical factors. Possible scenarios include losing access to crucial 

markets due to sanctions or political disruptions, new regulatory limitations 

impacting products or supply chains, and a notable decrease in customer confidence. 

The operating model is also susceptible to geopolitical events. Critical elements like 

core processes, technology, and operational infrastructure might face substantial 

instability. This could manifest as a complete halt in cross-border travel for a week, 

mirroring the potential impact of a global health crisis or sudden changes in 

immigration policies. Another scenario is the doubling of transportation time and 

costs for goods, a likely occurrence in geopolitically sensitive areas like the Strait of 

Hormuz, a major oil transit route. Such stress tests are not only insightful but also 

manageable in terms of resources. They can be integrated into regular business 

health checks as part of an assurance exercise. Geopolitical risks, now increasingly 

relevant, should be included in the company's core risk management framework, 

alongside other emerging risks like climate change and cybersecurity. Regular 

assessments of geopolitical risks and opportunities are now vital for business 

resilience. More importantly, companies should develop and integrate appropriate 

responses and contingency plans for various scenarios into their overall strategy. To 

effectively navigate the complexities of geopolitics, businesses should go beyond 

conventional mass media sources and invest in specialized geopolitical forecasting 

and analysis tools. Relying solely on news coverage and analysis, which are readily 

accessible and free, might seem sufficient, but the constant flood of information and 

commentary in the 24/7 news cycle necessitates a more discerning approach. In 

today's information-saturated environment, distinguishing between fact and fiction, 

sentiment and strategy, and discerning meaningful decisions amidst the drama is 

increasingly challenging. There are tools designed to assist businesses in real-time 

navigation of this complex landscape. Specialized teams of political analysts, focusing 

on real-time political developments and their business implications, offer valuable 
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support. If politics is indeed central to business decisions, as suggested, then the 

quality of geopolitical information and insights accessed should be on par with other 

critical business areas. For instance, just as investment teams use specialized financial 

information services instead of relying solely on internet searches or casual meetings, 

decision-makers should be equipped with top-tier geopolitical intelligence from both 

inside and outside their organization. Additionally, it's not just the fast-evolving 

geopolitical landscape that needs monitoring. It's increasingly crucial for businesses 

to deeply understand not only their customers but also other influential stakeholders. 

This involves analyzing their sentiments, how these sentiments are evolving, and 

identifying the geopolitical risks most relevant to their behaviors. Understanding 

these factors is key to mitigating risks and seizing potential opportunities. For 

companies to effectively grasp geopolitics, it's essential that they have access to high-

quality data and insights, ensuring that their teams are well-equipped to make 

informed decisions in a rapidly changing geopolitical environment. 

4. CONCLUSIONS 

The concept of deglobalization represents a significant shift in the path of 

globalization, not signaling its demise but its transformation. This change is especially 

important for countries like Italy, renowned for their rich cultural legacy and 

distinctive economic frameworks. Deglobalization is about rethinking global value 

chains and economic systems with a focus on resilience and strategic alliances rather 

than solely on cost efficiency. In this new phase, the emphasis moves from global 

expansion and cost reduction to strengthening economic systems and developing 

resilient, sustainable value chains. This approach demands a thorough understanding 

of geopolitical dynamics and strategic alignment with partners who share similar 

values and economic interests. The concept of ‘friend-shoring’ is pivotal, advocating 

for the creation of supply chains in friendly or allied nations to reduce the risks 

associated with geopolitical conflicts and supply chain interruptions.  

In the context of deglobalization and the realignment of global value chains, 

Environmental, Social, and Governance (ESG) standards are emerging as more than 

just a commitment to sustainability. They are becoming a fundamental strategy for 
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survival in today's complex geopolitical landscape and for preserving the high-value-

added societies characteristic of mature economies. For European and Western 

economies, adopting ESG standards is not just a response to growing social and 

environmental pressures. It's a strategic move to navigate the constantly changing 

geopolitical environment. ESG standards have evolved into tools for mitigating 

geopolitical risks, such as instability caused by conflicts, political changes, and 

environmental crises. Integrating ESG standards into business operations is a step 

towards preserving high-value-added societies in mature economies. These 

economies, marked by high levels of development, innovation, and well-being, 

require an economic model that values not just quantitative growth but also the 

quality of life, social justice, and environmental sustainability. This shift towards 

sustainability and social responsibility helps maintain and enhance life quality in 

advanced societies, ensuring that economic development does not come at the cost 

of environmental and social well-being. Adopting ESG standards by European and 

Western economies is not merely about environmental and social sustainability; it's 

a multidimensional strategy that addresses geopolitical challenges, preserves and 

enhances high-value societies, and ensures a more equitable and resilient economic 

future. It is a crucial response to the challenges of the current geopolitical and 

economic climate.  

We analyzed China as a primary actor and driving force behind the phenomena 

discussed. Spanning four decades, China's transition from the world's manufacturing 

hub to a significant geopolitical force has profoundly impacted its global interactions, 

particularly with Italy and Europe. We have described China's political evolution, 

which in the space of twenty years has gone from being a country with an agricultural 

economy to becoming the leading economic power, through the development of an 

enormous industrial capacity. It is precisely this overcapacity, as well as the 

redefinition of the global value chain, that is among the determining factors behind 

the most ambitious plans launched by the Chinese government. Above all, the Made 

in China 2025 strategy to reposition China in the high value-added segment of the 

latest technologies, and the Belt and Road Initiative, the huge infrastructure 



 

149 
 

development plan to develop global connectivity and find secure employment for the 

accumulated foreign exchange reserves by favouring its enterprises through the 

streamlining of export channels. Finally, the new phase of 'deglobalisation' described 

above has also led to a partial retreat of China's foreign exposure.  

This path is highlighted through a detailed analysis of 319 operations in Italy from 

1991 to 2022, demonstrating China's strategic adaptation to capture added value in 

a changing global economic context marked by deglobalization. China's approach 

during this period represents a nuanced shift from traditional investment patterns to 

a strategic redefinition of its global value chains. The concept of 'friend shoring,' 

which emphasizes creating supply chains with politically stable and economically 

aligned countries, emerges as a critical strategy to minimize geopolitical risks and 

ensure more stable economic engagements. This strategic realignment is a response 

to the evolving dynamics of global trade, moving away from a pure manufacturing 

focus to a more complex, multifaceted geopolitical role. The repeated patterns 

observed in these operations in Italy indicate China's efforts to integrate itself into 

the global economic system more profoundly, leveraging its position for maximal 

geopolitical and economic gains. For European countries, particularly Italy, this 

evolution presents new challenges and opportunities, requiring a recalibration of 

economic strategies and policies in response to China's growing influence. China's 

transformation and strategic adaptation in the era of deglobalization signify a major 

realignment in the global economic order. The insights from the analysis of China's 

operations in Italy provide a comprehensive view of how China has adapted 

strategically to capture added value in diverse forms, highlighting the importance of 

adaptability and foresight in the rapidly changing global economic and political 

landscapes.  

With the change in Chinese policy, Italy's position as a destination for Chinese 

investments has also changed. From international openness, interest in our country 

has grown over time. In the light of the literature, and through the analysis of the 

original data collected through business intelligence software, the investment 

strategy in our country has been highlighted. On the one hand, market research, 
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driven by the size of the domestic market, EU membership, the opportunity to 

develop a better capacity to respond to more sophisticated consumption, the 

improvement of brand reputation to open up new segments. On the other hand, the 

search for strategic assets such as brands, design capabilities and technologies in 

mature sectors. Due to the characteristics of the Italian economy, investments are 

increasingly market-oriented rather than aimed at the acquisition of technological 

assets, and are developed in the strongest sectors of manufacturing, with a 

geographical distribution consistent with the structure of production districts. 

Paradoxically, at the moment it is precisely greenfield investments (apparently of 

more direct benefit to the system's economy) that are the most delicate from a 

security point of view due to the nature of the sectors involved, such as the IT 

infrastructure of the 5G. However, it must be emphasised that Italy still receives 

significantly less Chinese foreign direct investment than other European countries, 

and that the largest transactions in Italy have been pure financial investments, far 

from strategic operational or industrial assessments. The phenomenon, as 

highlighted, has slowed down in recent years, due to new regulations for approving 

investments in China and the implementation of stricter screening systems in 

European countries. There are indeed risks of a strategic nature that need to be 

guarded against, including through a judicious adoption of the recently developed 

legal instruments of golden power. However, the impact on the companies involved 

seems positive overall. Indeed, it is intuitive to believe that the potential creation of 

synergistic value and growth of the target is a precondition for an acquisition to occur. 

The structure of Italian companies, which are on average extremely small and 

undercapitalised, is a further significant element to be considered when assessing the 

determinants and impacts of the phenomenon from a corporate point of view. As 

shown, the performance of the acquired companies in terms of dimensional growth, 

financial solidity, productivity and results improves. The research clearly shows the 

benefits on the financial and capital structure of the sample already one year after 

the entry of the new Chinese majority shareholders. At the aggregate level, the 

companies considered show a reduction in leverage. The clear benefits deriving from 
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the entry of Chinese capital on the financial risk profile of the acquired SMEs are 

justified by injections of financial resources that translated into a strengthening of 

capital levels and a simultaneous reduction in financial debt. However, the non-linear 

effects on employment will require further investigation and may be elements to be 

taken into careful consideration. In addition, the reconstructed database does not 

yet allow the extent and effects of divestments to be fully appreciated and assessed. 

From an organisational and cultural point of view, the phenomenon also represents 

an opportunity for growth for our entrepreneurial fabric, but it has its pitfalls. As we 

have seen, strategic coherence and the ability to harmonise often profoundly 

different systems and defuse management and operational asymmetries are 

fundamental elements from a business point of view if the players involved are to 

benefit from the operations.  

The thesis highlighted the vital role of strategic intelligence in navigating this new 

economic environment. Strategic intelligence extends beyond simple data gathering; 

it involves the analysis, interpretation, and application of information to make 

proactive, informed decisions. For Italian companies, this entails actively 

understanding global changes, identifying potential risks, and capitalizing on 

opportunities while protecting their distinct values and competitive position. 

Adjusting to deglobalization and the reconfiguration of global value chains offers 

both challenges and opportunities for the Italian economy. Adapting to this new 

model requires a comprehensive approach that encompasses economic, political, 

social, and cultural factors. Safeguarding the ‘Made in Italy’ brand in this era goes 

beyond economic protection; it is about upholding and promoting a cultural legacy 

that has global resonance. The focal point of action in the realm of economic and 

financial intelligence is undeniably the comprehensive economic-productive system. 

In all its diverse facets, this system assumes a central and pivotal role in determining 

the nation's economic growth and social well-being. The state of this system holds 

the key to the state's capacity for growth, and it is characterized by a significant 

presence of foreign capital and corporate entities interwoven into the fabric of 

entrepreneurship. In this context, the Information and Security Agencies of the 
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country take on an exceptionally strategic role. They are tasked with a proactive 

mission, one that is both novel and delicate, as the vitality of businesses and 

livelihoods hinges closely upon their actions. It is evident that progress has been 

made, and there is a growing recognition of the immense value at stake. 

Nevertheless, it is essential to acknowledge that there is still substantial work ahead. 

Timing is of the essence, and this issue remains of paramount strategic importance 

for the national interest. The crux of the matter lies in defining the concept of national 

interest comprehensively. Beyond safeguarding the market and the production 

system, there is a legitimate space to protect the reputation of a nation renowned 

for its exceptional manufacturing, technological prowess, and competitive innovative 

capacity. To bridge the gap between businesses and the geo-economic dimension, it 

is conceivable to establish an institutional space, a structured database, to collect and 

integrate the technological, scientific, and industrial expertise of the nation. This 

initiative would serve as a tangible step towards aligning the broader strategic 

interests of the state with the specific strategic interests of the private sector. It 

harmonizes the geo-competitive dimension inherent to the country's economic-

productive system with the geo-strategic corporate dimension within the 

competitive arena. 

In the new landscape, characterized by the increasing complexity of global economic 

dynamics and the rapid pace of technological innovation, the ‘Dynamic Capabilities’ 

of the State play a crucial role. This concept goes beyond the efficiency of public 

administration, extending to a broader perspective that concerns the protection of 

national value and the industrial system. State Dynamic Capabilities represent the 

ability of government institutions to adapt agilely and strategically to changing 

circumstances. This capacity is essential for addressing emerging challenges and 

seizing opportunities in a world where the physical and digital realms are increasingly 

interconnected, often referred to as the ‘phygital’ space. It includes the ability to 

formulate effective public policies, coordinate the actions of various government 

agencies, and take timely measures to protect and promote national interests. In the 

context of global value chains, State Dynamic Capabilities are particularly crucial. 
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Value chains have evolved from simple production lines into complex global 

ecosystems, influenced by geopolitical, technological, and environmental factors. 

Therefore, States must be able to intervene strategically to protect the value 

generated by national businesses and ensure the stability of the industrial system. 

These capabilities extend beyond the efficient management of public resources and 

encompass the promotion of innovation, the creation of an investment-friendly 

environment, the protection of intellectual property, and the promotion of the 

resilience of critical infrastructure. Furthermore, State Dynamic Capabilities should 

be directed towards building international partnerships and managing geopolitical 

relationships to foster economic cooperation and mitigate risks. An example of these 

dynamics is the growing emphasis on diversifying value chains and minimizing 

geopolitical risk. States are encouraging businesses to reduce their dependence on 

single suppliers or foreign markets, promoting the resilience of national value chains. 

State Dynamic Capabilities are a critical element in a context where the complexity 

of economic and geopolitical challenges requires an agile and strategic response from 

governments. These capabilities not only contribute to the efficiency of public 

administration but also play a decisive role in protecting national value and the 

industrial system, while ensuring economic security and long-term prosperity for the 

country. Their effective implementation requires a strategic vision, collaboration 

between the public and private sectors, and constant adaptation to changing global 

circumstances.  

The evolving role of the state extends beyond traditional governance and 

administration, encompassing a dynamic and multifaceted dimension often referred 

to as the ‘managerialization of geopolitics.’ This concept underscores the imperative 

for government officials and managers to possess a comprehensive understanding of 

geopolitical dynamics and actively engage in shaping the geopolitical strategies of 

their nations. One of the central tenets of the managerialization of geopolitics is the 

bidirectional relationship between businesses and the state, encapsulated in the 

concepts of ‘business toward the state’ and ‘state toward business.’ This reciprocal 

interaction holds significant implications for both the public and private sectors and 
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is underpinned by several key rationales. First and foremost, businesses have a vested 

interest in geopolitical stability and favorable international relations. The intricate 

interplay of global politics can have profound ramifications on supply chains, market 

access, and the overall operational landscape for businesses. Consequently, it is 

imperative for businesses to adopt a proactive approach in collaborating with the 

state to ensure that their interests are effectively represented on the international 

stage. This collaboration may encompass close engagement with government 

agencies to navigate intricate geopolitical issues, advocate for trade policies that align 

with their objectives, and address challenges associated with political risk, 

particularly in regions characterized by volatility. Conversely, the state plays a pivotal 

role in nurturing and enabling businesses to flourish in an increasingly intricate 

geopolitical environment. Governments are entrusted with the responsibility of 

formulating policies and regulations that foster an environment conducive to 

economic growth and international trade. They bear the responsibility of 

safeguarding national interests, which often converge with the interests of domestic 

businesses. This entails the protection of intellectual property, the enforcement of 

fair competition practices, and the mitigation of geopolitical risks that may imperil 

the stability of the business environment. Geopolitical management risk looms large 

in this context. Both businesses and governments vulnerable to a myriad of 

geopolitical risks. These encompass trade disputes, predatory practices, sanctions, 

political instability, cyber threats, and more. Effectively managing these risks 

necessitates a collaborative approach, with businesses and governments sharing 

information, insights, and strategies to mitigate and respond to these multifaceted 

challenges. Furthermore, the imperative for training and education in geopolitics is 

becoming increasingly apparent. Managers, whether in the public or private sector, 

must be equipped with the knowledge and skills requisite for navigating the 

intricacies of international relations. Geopolitical competence is no longer a niche 

skill but a fundamental requirement for decision-makers in a globalized world. It is 

through ongoing education and training programs that managers can bolster their 
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geopolitical acumen and adeptly handle the complexities of the modern geopolitical 

landscape. 

Managing Geopolitical Risks underscores the inextricable linkages between 

businesses and the state in addressing the multifaceted challenges and opportunities 

presented by contemporary geopolitics. This paradigm emphasizes the imperatives 

of collaboration, proactive engagement, and robust risk management to ensure the 

stability and prosperity of both the business environment and the nation as a whole. 

As the geopolitical landscape continues to evolve, the ability of businesses and 

governments to adapt, collaborate, and strategically manage risks will be pivotal in 

determining their success and resilience on the global stage. The managerialization 

of geopolitics in a corporate setting is a multifaceted concept that extends beyond 

traditional business practices, demanding a nuanced understanding of the interplay 

between global political shifts and corporate strategy. This approach requires 

businesses to constantly adapt and evolve in response to the geopolitical landscape, 

influencing their core operations, governance structures, and financial strategies in 

profound ways. In terms of core business activities, this shift necessitates a 

comprehensive reassessment of a company's offerings, market strategies, and 

operational models. Companies must be agile in adapting to geopolitical changes, 

which could involve diversifying into new markets or sectors, innovating products to 

align with the demands of a changing geopolitical environment, and restructuring 

operations to mitigate risks associated with geopolitical instability. When it comes to 

governance, integrating geopolitical awareness is complex and multifaceted. It 

demands a thorough understanding of global political shifts and their potential 

business impact. This integration requires a proactive approach in risk management, 

identifying, assessing, and mitigating geopolitical risks as part of the company's 

broader risk management strategy. It also necessitates a governance framework that 

is flexible and responsive to the fast-changing global political climate, ensuring that 

the decision-making processes are informed and agile. Financially, the awareness of 

geopolitical dynamics compels companies to adopt more nuanced and sophisticated 

financial strategies. This involves safeguarding assets against geopolitical risks and 
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strategically positioning the company to capitalize on opportunities arising from 

geopolitical changes. Financial planning and projections need to incorporate 

potential geopolitical scenarios, ensuring that the company remains resilient and 

financially stable even in the face of geopolitical turmoil. In essence, the 

managerialization of geopolitics in business requires a comprehensive, forward-

thinking approach. It involves a deep understanding of the interconnectedness of 

global political events and their direct and indirect impact on business operations, 

governance, and financial planning. This approach positions companies to not just 

survive but thrive in a global environment marked by constant geopolitical change. 

The depth of this approach lies in its ability to integrate geopolitical insight into every 

aspect of business strategy, ensuring that companies are prepared and proactive in 

the face of global political shifts. Understanding the managerialization of geopolitics 

within a business context requires a deeply nuanced and comprehensive approach, 

significantly affecting the core business operations, governance structures, and 

financial strategies. This profound shift in perspective mandates a continual 

reevaluation of the company's primary activities in light of the global and local 

geopolitical dynamics. Businesses need to meticulously analyze how geopolitical 

trends impact their operations, which involves examining the influence of these 

trends on various business functions and their interactions on a local and 

international scale. In managing core business activities, companies must adapt to 

the changing geopolitical landscape, assessing the impact of these changes on market 

demands, supply chain stability, and competitive positioning. It's crucial to 

understand how geopolitical events might disrupt or open new avenues in different 

markets, necessitating a flexible and responsive operational strategy. The 

relationship between ownership and management also becomes more complex 

within this geopolitical context. Achieving a balance between shareholder interests 

and the strategic decisions made by executives requires a governance structure that 

is adaptable and informed. This structure must be capable of navigating the 

complexities of the geopolitical climate, making strategic decisions that consider both 

immediate and long-term impacts. Financially, the focus extends to understanding 
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how global geopolitical dynamics influence financial flows. This includes a strategic 

approach to financial planning and investment, where risks and opportunities 

associated with geopolitical changes are carefully evaluated. Companies need to 

adapt their financial strategies to protect and maximize returns in a volatile 

geopolitical environment. The awareness of the managerialization of geopolitics in 

business demands an all-encompassing approach that integrates geopolitical 

understanding into every aspect of business strategy and operations. It requires a 

resilient and adaptable business model, strategic foresight, and robust 

communication channels to navigate the complexities of a dynamic global 

environment successfully. 

Integrating an awareness of geopolitics demands a more sophisticated and mature 

approach in business management. This involves rigorous and ongoing analysis of 

global economic variables and their impact on business decisions. Companies must 

be able to forecast and react to economic fluctuations caused by geopolitical events, 

integrating this understanding into their budgeting, investment, and growth 

strategies. Moreover, a deep comprehension of geopolitical trends allows businesses 

to identify new market opportunities and mitigate risks, maintaining a competitive 

stance in an ever-evolving global economy. This geopolitically informed economic 

management requires a blend of financial acumen, operational flexibility, and long-

term strategic thinking. In the Italian economic context, dominated by small 

businesses, the concept of geopolitical management extends far beyond mere 

business management, becoming a crucial issue that also involves intermediary 

bodies and supply chains. Small businesses face the challenge of integrating 

geopolitical strategies suitable for their scale and nature. This includes the 

development of specific tools and approaches that consider geopolitical dynamics, 

not only at a global level but also locally. In this framework, the development of 

hybrid vehicles between the public and private sectors becomes fundamental. Such 

tools could facilitate greater synergy between state policies and business strategies, 

creating a favorable environment for the strategic positioning of small businesses in 

the geopolitical landscape. This hybrid approach could offer small businesses 
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resources, knowledge, and support networks that would normally be beyond their 

reach. Moreover, adopting a geopolitical approach allows small businesses to better 

navigate the complex global market environment, identifying opportunities and 

threats more effectively. This geopolitical understanding could help small businesses 

to direct their marketing strategies, product development, and market expansion in 

a more informed and strategically solid manner. Ultimately, the integration of 

geopolitical management into Italian small businesses is not only a necessity but also 

an opportunity to strengthen their position in a rapidly changing global economy. This 

process requires innovative thinking, collaboration across various sectors, and strong 

institutional support to ensure that small businesses can thrive and compete 

effectively at an international level. 
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