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Abstract: In this paper, Germany's significant role was explored in regional integration and its competitive edge in the
automotive manufacturing industry, underlining the country's strategic involvement in the European Union and World Trade
Organisation. Germany’s participation in the EU has been instrumental in promoting economic integration across Europe,
benefiting from free trade agreements and contributing to the EU’s status as a major trade bloc. The paper also delves into the
reasons behind Germany's prowess in the automotive sector, using Porter's Diamond Model to analyze factors like advanced
technology, skilled workforce, strict consumer standards, and supportive industries, all contributing to the country's global
competitiveness in this domain. Furthermore, the study investigates the dynamics of Foreign Direct Investment (FDI) in Germany,
identifying key attractions for foreign investors such as technological leadership, a robust market, efficient infrastructure, and
favorable investment policies. However, challenges like rigorous government regulations on FDI and cultural differences pose
potential hurdles for foreign investors. The conclusion emphasizes that while Germany offers substantial opportunities due to its
economic strength and market potential, foreign entities must carefully navigate these challenges to successfully invest and
operate in the German market.
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regional integration [4]. German participation in the EU

1. Introduction implies enhanced regional economic integration.

In recent years, the global economic environment has The EU is a regional trade bloc. European Union (EU) is
experienced substantial integration and interconnectedness. an international organization consisting of 27 countries that
This is mostly due to globalisation and the factors such as governs - economic, 590_13}1’ ansi security policies. The
liberalisation of the international trade system and ~ European Union was initially limited to western Europe,
technological advances that have been taking place however, during the early 21st century, it expanded into
throughout the world. The result has been an increase in central and eastern E}HOP& Its members include Germany,
regional integration and the creation of various economic and Denmark, Estonia, Finland, France, Greece, Ireland, Italy,
trade blocs around the globe. As can be seen from the current ~ Malta, the Netherlands, Poland, Spain, and Sweden, among
picture, countries have made considerable progress in terms others. Having been one of the member§ of th? European
of regional integration, the establishment of and involvement Union, the United Kingdom left the organization in 2020 [5].
in trade blocs, as well as industrial development and foreign Ope of the core member states of the EU, Germany.plays
direct investment (FDI) inflows. an important role in FEuropean trade and contributes

Germany was chosen to conduct the research. It is a significantly to regional economic integration. The EU is the
member of the World Trade Organisation and is the largest world's largest trade bloc. As measured in purchasing power

economy in Europe, with the fourth-largest GDP in the world standards (PPS), the EU-27 accounted for 16.0% of the global
and the first in Europe [1, 2]. It has experienced considerable GDP in 2017. As a result, it ranked third in the world. With a

regional integration at this stage. The focus of this essay is on share of the world GDP of 3.7%, Germany is the largest
the progress and motivation of Germany in regional cconomy 1n'the EU [6]. The country has been able to achieve
integration, as well as the competitive advantage of the ~ Peace, stability, and prosperity. Also, most of Germany's
automotive manufacturing industry of the concerned country. goods, services, money, and people are free to move
The empbhasis also lies on the dynamics of foreign direct throughout the continent and contribute substantially to EU
investment in the country. Porter's diamond model will be trade, thus playing a major role in the promotion of
used in the text to explain the achievement of international ~ integration. Most importantly, Germany has put a great deal
competitiveness. of focus on promoting balanced regional development and has
primarily pursued regional economic integration through
2. Achievement in the Domain of plans and policies that promote balanced regional
Regional Integration development, such as the creation of fiscal balance based on

the division of powers and taxation systems [7].

A process of regional economic integration involves Germany joined the EU and the EU signed a lot of free
countries within a geographical region cooperating to reduce trade agreements on behalf of countries. And Germany
or remove barriers to international trade, people movement, benefits from these agreements because it's a member country.
and capital movement [3]. Besides being a member of the EU has 12 free trade agreements including the EU-Mercosur
WTO, Germany is also a member of the European Union. agreement, EU-United Kingdom agreement, EU-Mexico
Among the main regional trading blocs in the world are the agreement, EU-Singapore free trade agreement, EU-Vietnam

EU, NAFTA, ASEAN, AU, and so on, which is a form of Free Trade Agreement, EU-Japan Economic Partnership
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Agreement, EU-Central America Association Agreement and
so on [8]. Through free trade agreements, tariffs are reduced,
goods and services are more easily exported, and customs
procedures are improved, resulting in benefits for both
individuals and businesses.

The EU is a political union, an economic union, and a
single market. This means that the EU eliminates only trade
barriers from member states, enabling free movement of
nearly all goods, services, money, and people the length and
breadth of most of the continent. And, EU citizens are entitled
to study, work, or retire in any EU country. Besides, the EU
requires that each member state treat EU citizens the same as
its own citizens in the areas of employment, social security,
and taxation. A unified fiscal and monetary policy has also
been implemented. Through the use of the euro, currency
fluctuations and exchange costs are eliminated, thereby
strengthening the single market to the benefit of citizens.
Furthermore, it establishes a common external tariff and
achieves the perfect unification of all policies [9].

3. Main Motivating Factors for
Pursuing Regional Integration

The main factors driving European economic integration,
particularly for Germany, included economic improvement,
legal harmonization, political cohesion, and heightened
security to ensure stability and enhance prosperity across the
region.

3.1. Political and security factors

The Germans wanted to maintain political and social
stability and expand their influence. Originally, the European
Union was known as the European Coal and Steel Community,
with Germany as one of its founding members. In the
aftermath of World War II, Germany aimed to secure peace
by improving its geographical disadvantage and gaining a
barrier against communism. During the Cold War, there were
two superpowers with competing political and economic
ideologies. Germany suffered from a poor geo-environment,
was caught between two opposing camps, and had the most
serious border disputes of any European country [10].

The post-war strategy of the Federal Republic of Germany
(West Germany) adopted both an internal and an external
policy of 'rebuilding the homeland'. The political and
economic goals of this policy were achieved through the
promotion of regional integration, such as through the
formation of the European Coal and Steel Community (1952),
the European Economic Community (1957), and the
European Atomic Energy Community (1957), all of which
were instrumental in establishing the process of cooperation
between Germany and European regional organizations [11].
Moreover, as a defeated nation in two world wars, Germany
stayed a low international standing. It is imperative for
Germany to expand its influence within Europe by joining the
organisation, while leveraging Europe as a platform may lead
to an increase in Germany's influence internationally.

3.2. Economic factor

Germany sought to improve its economy. Following World
War II, Germany sought to rectify the economic chaos caused
by the war. Due to the destruction of most cities and machine
shops, infrastructures and housing were in ruins. Furthermore,
a vast number of top scientists and researchers went to the
United States or the Soviet Union. Seriously, food production
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in 1947 was 51% less than that of 1938 and industrial output
was only a third of 1938 levels. The presence of such a fact
was one of the greatest challenges for the war-torn country
[12]. It was at this time that Germany needed the opportunity
to upgrade its economy, spurring it to join the European Coal
and Steel Community and promote regional integration.

3.3. Legal factor

Germany pursued a rational model of international and
regional governance to safeguard its national interests. The
Federal Republic of Germany developed a new understanding
of international law, European law, and domestic law
following the Second World War, which led to a broader
understanding of justice. This concept allows Germany to
reflect on the legality, rationality, and legitimacy of
international and regional governance models, as well as
actively participate in regional organisations for the
protection of sovereignty, integrity, and security within the
framework of this framework [13]. Given the significant role
the European regional mechanism plays in the development
and peace of Europe, as well as Germany's development
dilemma in the postwar period, Germany needed a rational
model of governance and legal support. A rational model of
legal development can be pursued by actively taking part in
and contributing to the establishment of European regional
mechanisms from the beginning, as well as by promoting the
process of European integration [14]. The law, therefore,
pushes Germany to pursue regional integration.

4. Reasons for the International
Competitive Advantage of German
Automotive Manufacturing---
Porter’s Diamond Model

Germany is a world leader in the automotive, electrical,
mechanical, and chemical industries. It is considered to be
one of the most competitive nations in the world in the
manufacturing industry [15]. Automobiles have always been
regarded as a pillar of German industry. In comparison with
other countries, the percentage of employment in and
turnover of the German automotive industry is larger and has
been increasing since the 1980s [16]. In Figure 1, it can be
seen that the German auto industry suffered from both the
international situation and the epidemic in 2020. However, it
still contributes nearly a quarter of the value of the German
industry, with overall sales of €378.1 billion accounting for
11.3% of Germany's annual GDP. This is an indication of the
international competitiveness of the auto industry.

Porter's diamond model provides a framework for
exploring why certain industries are national competitive
internationally [18]. Porter's diamond model indicates that an
industry's international competitiveness is influenced by four
factors: Firm Strategy, Structure and Rivalry; Factor
Conditions; Related and Supporting Industries; and Demand
Conditions. These four elements work in conjunction to form
a diamond system. Aside from the four broad determinants,
two influencing factors exist: government and opportunity.
They are not controllable and they may not directly affect
international competitiveness, but they influence the four
determinants that ultimately affect the international
competitiveness of the industry.
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Figure 1. Ten-year sales revenue of the German automotive industry
Source: Statista [17]

4.1. Factor conditions

Factor conditions include many aspects of production, such
as natural resources, capital, labour, and technology.
Technology, as well as highly qualified personnel, are also
important factors in the German automobile industry. This has
a favourable effect on the development of the German
automobile industry's international competitiveness.

4.1.1. Technology

The German automobile industry possesses a long history
of technological development in the areas of environmental
protection, new energy, safety, quality, and electric vehicles.
There are approximately 3,000 patents filed by German car
manufacturers every year, which keeps the German
automotive industry at the forefront of innovation. To
improve their core competencies, German automotive
manufacturers place a high value on research and
development and are willing to invest large sums of money.
Volkswagen, for example, intends to invest approximately 27
billion euros in the digitalisation of its products and
businesses by 2025 [19].

Additionally, a total of 28 percent of the German industry's
R&D personnel are involved in the development of vehicles.
All of this contributes to the fact that the German automotive
industry is a global technology leader and reinforces its
position as a pillar of the German economy [20]. As a result
of this sophisticated division of labour in research and
development and its continuous optimization, the German
automotive industry as a whole continues to offer great
potential for innovation and great gains in efficiency, which
is one of the reasons why the sector enjoys such a strong
competitive advantage around the world.

4.1.2. Skilled talents

The German government attaches considerable importance
to the development of talent and has created several
institutions and programs dedicated to this purpose. German
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companies emphasize training and development, particularly
in the areas of talent development, training, and recruitment
[21]. Volkswagen, for example, is investing not only in
innovative technology, but also in the next generation of IT
professionals. The Volkswagen Group has partnered with the
Talent Factory to train software developers, investing €3.7
million in the first year and €2 million in the subsequent years.
The unique skills of these talents can result in technological
innovations with the potential to create a competitive
advantage [19].

4.2. Demand conditions

The German consumer has very stringent requirements for
German automobiles, which has led to continuous
improvement and quality improvements to make the industry
more competitive. The chart below (Figure 2) illustrates the
results of the J.D. Power 2019 German Vehicle Reliability
Study, which shows the significant progress made by German
automobile companies in terms of vehicle reliability. This
study examines the performance of vehicles after several
years of use, including mechanical failures, technical issues,
and overall vehicle quality. This Figure indicates that some
German brands such as Audi, BMW, and Mercedes-Benz
have fallen short of expectations and are below the industry
average.

According to the 2019 survey, German consumer
satisfaction is not guaranteed, and German vehicle buyers are
generally less satisfied. In both the premium and sales
segments, Germany scores lower than the United Kingdom
[22]. The results suggest that German consumers are
particularly demanding of their country's automobiles, and
that companies will endeavour to innovate and improve the
quality of their products to meet German -customers'
expectations and increase customer satisfaction, which will
boost the international competitiveness of the German
automobile industry.
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Figure 2. 2019 Germany Vehicle Dependability Study(VDS) Ranking (Problems per 100 Vehicles)
Source: J.D. Power 2019 Germany Vehicle Dependability Study, SM [22]

4.3. Related and supporting industries

The competitive advantage of the German automotive
industry cannot be achieved without the support of related
industries such as machinery, chemicals, automotive
components manufacturing, education, and many others.

4.3.1. Automotive components manufacturing

It is well known worldwide that German automotive
component manufacturers have a high-quality reputation,
which has resulted in relatively significant sales of German
automotive components worldwide. The sales of automotive
components rose in 2017-2018 in Germany, but declined for
the second consecutive year due to the epidemic. In
comparison to 2019, there is a reduction of €9.1 billion in
2020, which represents a decline of 11% [23]. Nevertheless,
it continues to be a very significant factor for the development
of the automobile industry. Through the cross-synergy of car
manufacturers and component suppliers, the German
automotive industry is well known worldwide.

The auto parts and accessories supplier chain owns core
technologies and lean production capabilities. For example,
over the past three years, the five German auto parts suppliers
Bosch, Continental, ZF, Mahle and Schaeffler have acquired
and invested in more than forty promising technology start-
ups. In this way, they also hope to maintain their position at
the top end of the market and leave other rivals in their field
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behind [24]. In addition, better quality and more innovative
products will increase the international competitiveness of the
automotive industry.

4.3.2. Education Industry

Education in Germany provides significant support for the
automotive industry, training skilled labour for future cars
Manufacturing. An influential part of German education is the
apprenticeship system of vocational training. In the
apprenticeship system, the government and the companies
work together to train qualified workers through
apprenticeship training in the manufacturing industry and
theoretical studies in school. Before receiving their
certification, trainees must spend a specific number of days in
apprenticeships with companies and attend educational
programs at vocational schools[25]. It facilitates the matching
of talent skills with market demand as well as a quota system
which ensures that the most talented employees remain in the
industry .

Figure 3 shows that apprenticeship contracts signed in 2019
were the highest in automotive manufacturing. This shows
that talent is concentrated in the automotive manufacturing
industry. Moreover, because the automotive industry has
traditionally been dominant, the government has established
a national research fund to attract talent at an early stage. An
example would be the Volkswagen plant fund, where talent
benefits from relevant research results [19].
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4.4. Firm strategy, structure and rivalry

There is a high degree of specialization in the major
automobile manufacturers in Germany, which results in
enhanced efficiency and a better customer experience than the
competition. Germany has a number of strong car
manufacturers, such as Daimler Benz, Volkswagen, Audi,
BMW and Porsche.

There are three world-renowned automotive brands in
Germany: Mercedes-Benz, BMW and Audi, which compete
and promote each other, and which serve as excellent
examples of the competitive development of the global
automotive industry. From a strategic point of view, this is a
typical focus strategy. By specializing in the target market
segment, it is able to provide superior service to the
competition. BMW and Mercedes-Benz, for example, have
always focused on developing this segment of luxury vehicles.
This type of company is definitely very competitive. What
makes it unique is its specialisation. As a result of intense
domestic competition, companies strive to improve their
production and operational efficiency, allowing them to
become more internationally attractive. Firms are pressured
by domestic competition to innovate, improve quality, reduce
costs, and upgrade advanced factors of production through
investment [28, 29, 30]. All of these factors contribute to the
creation of globally competitive companies and thus to the
international competitiveness of the industry.

4.5. Government

German policy on low-emission vehicles is known as the
"Nationaler Entwicklungsplan Elektromobilitét", which aims
to develop the automotive industry and protect it [31].
German policymakers explicitly aim to keep the position of
German manufacturers and suppliers in the future [32]. Major
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German manufacturers and suppliers have access to extensive
R&D support to conduct research in the field of electric
vehicles, production technologies, and demonstration projects.
The result is significant investments in German automotive
manufacturing capabilities and technology [33]. Due to this,
the German automotive manufacturing industry has become
more competitive internationally.

4.6. Chance

German manufacturing benefited from a wave of
electrification and intelligence. It is imperative that the
German automotive industry invest more in new technologies
to remain competitive. VW also announced in 2017 an
ambitious plan to procure electric vehicle batteries, with plans
to obtain more than €50 billion in batteries by 2030 and
electrify all 300 of its models by 2030 [34]. This opportunity
is driving significant technological advances in the German
automotive industry and increasing its competitiveness.

5. The Motivation Behind FDI Inflow

Foreign direct investment (FDI) is defined as an investment
made directly by an individual or company into the operations
of another country's entity in the presence of the investor
having some influence or control over the operation [35]. The
term greenfield investment refers to a type of foreign direct
investment in which a parent company establishes a
subsidiary in a foreign country to start a business from scratch
[36]. The number of greenfield investments in Germany is
increasing rapidly. The Germany Trade & Invest (GTAI)
annual FDI report indicates that Germany will attract an
increasing number of foreign companies in the future.

As reported by the GTAI there were 1,684 international
companies entering Germany in 2021 through greenfield



investments, expansions, and relocations. A total of 372
mergers and acquisitions took place in Germany in the year
2022 [37]. According to the graph (Figure 4) below, Germany
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Figure 4. Top Destination Countries(2015-2019) by Number of FDI Project
Source: Statista; Bundesbank [38, 39]

The inflow of foreign direct investment (FDI) to Germany
is driven by four key factors, each highlighting the crucial
motivations behind such investments.

5.1. Resources

Foreign investors seek access to high technology, and
Germany is an industry leader in the field of manufacturing
automation, and production in the manufacturing sector is
highly automated. The automobile and electronics industries,
for instance, are the most likely to benefit from industrial
robot implementations. As reported by the International
Federation of Robotics, 346 industrial robots per 10,000
employees were operational in 2019, with 20,500 robots
deployed in 2019. Joyson Electronics has acquired a number
of companies, including the German robotics company Ima,
the software company Innoventions and the German car
navigation company Dawn, following the acquisition of the
German automotive electronics company Preh in 2011. The
company achieved synergistic growth in the areas of vehicle
safety, automotive electronics, and automotive functional
parts, strengthening its global competitiveness and increasing
the number of patents it holds globally from approximately
1,300 in 2016 to over 5,000 in 2018 [40].

Foreign investors attempt to recruit top talent. Germany, on
the other hand, is a country that is well endowed with
technical talent and boasts a large number of the finest
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scientists and scientists in leadership positions. Efforts have
also been made to create a national talent development and
incentive program as a means of guaranteeing the
development of research talent. Many foreign companies
choose to invest in Germany because of the high quality of
the personnel, such as Amazilia Aerospace. There is an
adequate supply of qualified personnel in Germany,
particularly in Munich, where Amazilia Aerospace can recruit
international talent with extensive experience [41].

5.2. Market

In order to reduce transportation costs, foreign investors
want to locate production centres closer to target markets.
According to the World Bank's 2018 Logistics Performance
Index (Figure 5), Germany is Europe's global logistics centre
and has an excellent infrastructure. In addition, Germany is
centrally located in Europe and foreign investors will be able
to quickly access German domestic and international markets
and transport goods efficiently via the modern air, rail, water,
or motorway transport networks [42]. For example, Maersk,
the Danish container shipping company, plans to build a
logistics centre in Duisburg. Additionally, the new logistics
centre will connect directly with railways, rivers, and roads.
The reason why Germany was chosen was its well-developed
transport network and its close proximity to the market, which
makes it more efficient to transport.
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Figure 5. Logistics Performance and Quality of Infrastructure in 2018
Source: World Bank [43]

Further, foreign investors desire to be closer to the
consumer. Not only is the German market the economic
centre of Europe, but it is also the largest domestic market in
Europe. Figure 6 illustrates that Germany accounts for 25%
of the EU's GDP and contains 19% of the total population of
the EU [44]. Investors can gain access to a large and stable
customer base and understand consumer preferences, and the
reasons for customer satisfaction, and build relationships with

consumers. With Germany's integration into the global
economy, foreign investors have access to knowledge,
products, and employees on a global scale. According to the
statement of the manager director of Xiaomi Technology
Germany GmbH [45], Germany is the economic engine of the
European Union and the most populous country, hence the
strong consumer power is one of the reasons why the
company chose Germany as a destination for its investments.

Germany 33 25% 83 19%
France 2.3 17% 67 15%
Italy 1.7 12% 60 13%
Spain 1.1 8% 47 11%
Netherlands 0.8 6% 17 4%
Poland 0.5 4% 38 8%
Czech Republic 0.2 2% 11 2%
EU 27 13.3 100% 447 100%

Figure 6. Share of Total GDP and Population in the EU 2020
Source: Eurostat, World Bank [46, 47]

Foreign investors pursue an appropriate loan policy.
Investors outside of Germany have the opportunity to
participate in publicly subsidized loan schemes. There are
usually low-interest rates and an attractive grace period
associated with these schemes. And, the financial instruments
or schemes provided by specific banks are available to foreign
investors and are subject to the same conditions as those
applicable to German investors.

Interest-reduced lending offers foreign investors the
opportunity to obtain capital in a cost-effective manner during
the investment phase, simplifying long-term financial
planning. In addition, at the European level, the European
Investment Bank (EIB) collaborates with private banks to
finance investment projects. There are many advantages of
EIB loans, including lower loan rates, long repayment terms,
and other favourable terms, which are ideal for large
investment projects [37].

5.3. Efficiency

Freedom is exploited by foreign investors to achieve
greater efficiency. Efficiency-enhancing investments are also
prevalent in regions with regional integration. Germany is a
member of the European Union. And the EU is a single
market. People, goods, and capital move freely within a
country. Due to the broader market and increased competition
in the EU, the allocation of resources can be made more
productive for the foreign investor in the German market [48].
The long-term development of business is achieved through
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the accumulation of factors of production more rapidly, the
free flow of factors and goods, as well as better cooperation
between science and technology.

5.4. Capability

Foreign investors want to improve their technology level
making it easier for them to access R&D. Germany offers
highly innovative regional networks where foreign investors
have access to excellent knowledge, technology, and value
chains. Through interactive research and learning processes,
cutting-edge technologies are quickly diffused. Germany has
the largest research community in Europe, with 24% of the
EU's scientists residing and working in Germany. In addition,
Germany hosts several renowned basic research institutes. By
working with them, foreign investors can decrease the risks
associated with new product development and thereby the
level of R&D expenditures ([37]. For instance, Singapore's
TeleMedC has formed an R&D partnership with the
ophthalmology department of the University Hospital
Hamburg-Eppendorf and will be operating in Hamburg [49].

6. Two Main Challenges Posed by The
Local Business Environment
However, there are many challenges for foreign investors

entering the German market, including government policy
and culture.



6.1. Government policy on FDI

The German government has increased its scrutiny of
investors from outside the EU in recent years. It was in 2017
and 2018 that Germany amended the Foreign Trade and
Payments Ordinance (AWYV) to allow the government to
conduct security reviews of global M&A transactions
involving critical infrastructures such as energy and
information technology. Furthermore, the requirement for the
approval of foreign equity investments in critical
infrastructure and defence and security has been revised from
25% of the voting rights to a more stringent 10% [50]. As well,
the German Government has broadened the definition of
critical ~infrastructure companies, such as vaccine
manufacturers. At the same time, Germany, along with France
and Italy, has advocated for the establishment of a framework
bill on foreign investment review at the EU level [51]. The
AWYV amendment specifically targets the health sector due to
the COVID-19 pandemic.

Following the implementation of the German Foreign
Trade and Payments Regulation (AWYV), the legislature
amended the Foreign Trade and Payments Act (AWG). A
standstill obligation was imposed on all acquisitions that met
the filing requirements, and the time frame for completing
administrative procedures was adjusted. Generally, the AWG
has two months to decide whether to initiate formal
proceedings. Upon initiating such a procedure, there is a
further period of four months to approve or disallow the
operation. If the case in question is of particular complexity,
the period can be extended by an additional three months [52].

As a result of recent amendments to AWG and AWV, the
requirements for controlling investments have increased,
which has resulted in more complex investigation procedures
lengthening the inspection process significantly [53]. The
successive reforms of foreign investment regulations and the
increased regulation of foreign direct investment have many
uncertainties for foreign investors, especially for foreign
investors with a large number of investments in Germany
such as China. The risk of investing in Germany and Europe
continues to grow, and preparation is challenging but
necessary. This means consumption of manpower and cost as
well as is a limitation for foreign investors.

Additionally, the key areas identified in the framework
agreement for increased scrutiny are highly overlapping with
the recent investment priorities of Chinese companies. As a
consequence, some of China's investments in Europe may be
obstructive or even unsuccessful. In 2018, for example, the
German government banned the Chinese company Yantai
Taihai from acquiring the German machinery manufacturer
Leifeld Metal Spinning. The German government considered
the deal to present a potential risk to public order and
information security since the high-strength metals produced
by Leifeld are used in key areas such as automobiles, space
stations, and industry [54].

6.2. Culture

Cultures are different, such as different trade union systems
and different concepts of corporate governance and business
practices. Germany is one of the countries with a strong trade
union presence and a long history. When foreign investors
enter the German market with a lack of understanding of the
local trade union system and culture, this can easily lead to
conflicts [55]. For example, there are significant differences
between China and Germany in terms of trade union systems
and labour management, both in terms of regulations and
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ideology.

There are some Chinese companies lacking experience in
adapting their processes to local systems, which causes them
to continue using management models with Chinese
characteristics in their European development, such as a high-
pressure management style, an increased work intensity and
an emphasis on interpersonal relations [56]. However, it is
evident that these approaches from China cannot be used in
the relatively well-established European social system, as
they can easily lead to conflict and friction between Chinese
companies and local employees and trade unions. Due to
differences in operational scale, geographic location, and
other aspects, cultural differences between companies from
different countries can be significant. Management
philosophies, pricing concepts, work attitudes, and
management methods can all lead to intense cultural conflicts.
When China's Joyson Electronics acquired Germany's Preh,
Junyu Li, the CFO of Joyson Electronics, stated that the
inevitable cultural conflicts were quite fierce. Germans care
more about individual ideas and recognition, as well as the
balance between personal life and work. This is different from
the thinking of most Chinese people. During the process of
integrating the two companies' cultures, it was very important
for Preh. to respect the culture [57]. This is therefore a major
challenge for foreign investors.

7. Conclusion

In conclusion, Germany, as one of the main members of the
WTO and the EU, has contributed to regional integration,
including the signing of a series of free trade agreements. It
has also contributed to the trade dynamics of the EU in the
current period. The main reasons for Germany's participation
in the regional trade bloc were historical issues such as the
desire to pursue peace and ameliorate the economic damage
of the war, as well as legal issues.

Furthermore, Porter's diamond model was used to analyse
the automotive industry, thus explaining that the industry is
competitive due to talent, technology, and consumer markets.
In addition to this, the German education sector and the
automotive parts industry also provide significant support to
the automotive industry, as well as the rapid growth of the
industry due to internal competition. Government policy and
intelligent development have also had an impact on the
automotive industry.

German technology, markets, customer base, infrastructure,
talent and policy factors are also responsible for the net inflow
of FDI into Germany. However, changes to the AWG and
AWYV in Germany have increased the uncertainty of increased
investment by foreign companies in Germany. In addition,
cultural differences are a challenge and the different ways in
which people work can lead to friction between unions and
companies. Foreign companies looking to do FDI in Germany
therefore also need to think about how to deal with the
German challenge.
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