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Abstract

This paper is concerned with competitive strategy of Sino-British joint ventures in China. The study has investigated five Sino-British joint ventures: two pharmaceutical companies, one chemical company, one telecommunications company, and one environmental consulting company.

As a large number of MNEs are operating in China and many domestic companies become increasingly competitive, Sino-foreign joint ventures are facing intensified competition in the country. Most studies on joint ventures tend to focus on partnerships or issues associated with partnerships such as ownership and control, cross cultural management, technology transfer, goals, and performance. The competitive issue of the joint venture appears to be overlooked. This paper aims to explain competitive success and failure of these joint ventures from strategic positioning and the resource-based view taking into account the partnership and location specific factors.

The multiple case studies examine the following issues: (1) distinctive characteristics of the individual joint ventures, (2) positioning and configuration of activities, (3) critical resources for competitive advantage, (3) partnership in relation to configuration of activities and resources, (4) location specific factors, and (5) sources of sustained competitive advantage. Moreover, the paper discusses the theoretical implications of the study for the joint venture in general. The implications include an appropriate boundary for understanding the joint venture, exploitation of vertical linkages, and developing valuable and critical resources in an organizational and local context.
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Competitive Advantage of Sino-British Joint Ventures in China

Introduction

With increasing numbers of multinational enterprises (MNEs) entered China and many domestic companies seeking to improve their operations, the business environment in China is becoming increasingly competitive. China is considered a very attractive market but in some ways a crowded market. Over the last decade the worldwide competition among many MNEs has become a reality in this market especially after China’s accession to the WTO, and at the same time Chinese companies are becoming increasingly competitive with many of them teaming up with MNEs. Many industries have witnessed intense competition between foreign MNEs and between MNEs and domestic companies. Sino-foreign joint ventures are no exception in this environment and often represent complex competitive relationships between domestic firms and MNEs and between MNEs themselves. In case of price war, industry overcapacity, or government taking measures to rein in investment, there could be even more competitive pressure on the firm. For those MNEs that operate through joint ventures as well as those domestic firms that have joint ventures with MNEs, how to mange joint ventures in China can be strategically important for their performance and long-term being.

The joint venture as a form of strategic alliances attracts a great deal of interests for scholars who study foreign direct investment (FDI) in China and business strategy. Competition is not new for joint ventures in many parts of the world, and China may typify this phenomenon to a great extent, with some industries showing intensified competitive features, such as telecommunications, pharmaceuticals and many industries producing consumer products. However, the competitive issue of the joint venture has not been given sufficient attention in present studies. Traditionally, the joint venture is studied under various themes related to partnerships. The common themes of the research include partner selection and formation of the joint venture, ownership and control, performance, technology transfer, cooperative strategy, cross cultural issues, and so on. What is overlooked here is how the joint venture is operating in the marketplace and interacting with other firms in the industry as a single business entity. Changing to this perspective can help redirect focus to competition and competitive strategy of the joint venture. The joint venture is after all not about the partnership per se but about the attainment of goals and superior performance. Hence, studying how joint ventures are competing in China can be a worthwhile attempt and may shed different light on the joint venture.

The study presented in this paper investigates five Sino-British joint ventures in China. They are AstraZeneca China Manufacturing (pharmaceuticals), ERM China (environment consultancy), Shanghai Marconi (telecommunications), GSK Chongqing (pharmaceuticals), and YARACO (chemicals). The paper aims to explain why a particular joint venture has achieved competitive advantage and superior performance, and why a particular joint venture has not. The study also seeks to draw commonalities among those successful ones and unsuccessful ones.

The structure of the paper is as follows. The next part will review the literature on host country specific factors, alliance partnerships and competitive strategy. The third part will cover methodology and explain the data collection and analysis. The fourth part will present the findings of the multiple case studies. The paper will then discuss the theoretical implications for the research on joint ventures. Finally, in the conclusions the paper will summarize the findings and evaluate the study for future research.
Literature Review
Many theoretical perspectives in economics and strategic management have been employed to study the joint venture, for example, theories of international production, transaction cost economics, cooperative strategy and organization theory. These perspectives concern various aspects of the joint venture and can provide different insights. In this section, we will review theories on international business, cooperative strategy, and competitive advantage. Specifically, we will discuss the eclectic paradigm (Dunning, 1988, 1993, 2001) and host country conditions, alliance theory and cooperative strategy, strategic positioning (Porter, 1985, 1996) and the resource based view (RBV) (Wernerfelt, 1984; Barney, 1991, 2000; Grant, 1991).
International Production and Host Country Conditions

The literature on international production covers theories of the MNE, FDI and international trade. Amongst various perspectives, the internalization approach has usefully been employed to study the MNE and foreign investment. It also serves as part of the theoretical foundation of the eclectic paradigm. The eclectic paradigm can incorporate location specific factors into the analysis and thus extends the analysis to the host country conditions.

Dunning’s eclectic paradigm integrates firm specific factors and country specific factors in explaining the extent, geography and industrial composition of foreign production undertaken by the MNEs. International production activities are determined by the interactions of three sets of interdependent variables – ownership advantages, locational advantages, and internalization advantages. The competitive advantage of the enterprise seeking to engage in FDI is specific to the ownership of the investing firm. The greater the competitive advantage the more they are likely to be able to engage in foreign production. Dunning asserted the importance of locational advantages as a key determinant of the foreign production. The more the immobile, natural or created endowments favour a presence in a foreign location, the more the firm will likely to choose to augment or exploit their ownership specific advantages by engaging in FDI. Moreover, the United Nations Conference on Trade and Development (UNCTAD) developed a framework of host country determinants of FDI flows and stocks. They are policy framework, economic determinants and business facilitation (UNCTAD, 1998, 2003). FDI is a complex venture, and many host country factors are involved. The relative importance of different location specific determinants can depend on motives of the investment, the sector, and the size of investors. The importance of different economic factors depends on the motives of the MNE, such as market seeking, resource seeking and efficiency seeking.
Interfirm Cooperation and Joint Ventures
Interfirm cooperation has become such an important issue in strategic management and international business, especially since the 1980s. A large number of strategic alliances are formed each year worldwide. Transaction cost theory is extensively applied to the alliance study including joint ventures and is focused on the cost reduction and efficiency. International strategy theory sees strategic alliances as a strategic choice to overcome the entry barriers and gain competitive advantage. Strategic management theory draws attention to the need for prospective partners to achieve a fit between their respective strategies so that an alliance can make a positive contribution to the attainment of each partner’s objectives (Child & Faulkner, 1998). The RBV concerns the alignment of the resources of partner firms, the value creation potential (Das & Teng, 2000), and interorganizational competitive advantage (Dyer & Singh, 1998).

From the international strategy perspective, some studies show some differences between the traditional foreign investment joint ventures and the recent wave of partnerships. The traditional joint ventures were formed between a senior multinational headquartered in an industrialized country and a junior local partner in a less developed country. The primary goal was to gain new market access for existing products. Local firms could gain access to new products and often learn important new skills from their partners. In contrast, the scope and motivations for the modern form of strategic alliances seem to be broadening. One characteristics of present partnerships is that strategic alliances are often forged during the industry transitions when competitive positions are shifting and the very basis for building and sustaining competitive advantage is being defined (Bartlett & Ghoshal, 2000). The rationale for establishing interfirm cooperation is thus to maximize profits through growth or improvement of competitive positions.

Market entry mode is linked to the level and form of control that a firm can exercise. MNEs can exercise the higher degree of control over a wholly owned subsidiary than over an equity joint venture. The rationale for forming alliances is that faced with either external or internal constraints a firm chooses to collaborate with other firms to achieve its objectives. The external constraints include those set by governments such as market entry hurdles and risks stemming from local markets (Lu & Burton, 1998). They are country or location specific factors. Internal constraints include a lack of critical resources or capabilities such as knowledge, technology, and management skills. They are firm specific factors.

Lu and Burton called for more exploration of internal relationships within alliances in international strategy theory. With regard to competitive advantage, cooperative strategies may offer a mutually advantageous opportunity for collaborating firms to increase their market power. Porter and Fuller (1986) point out that coalitions represent an important strategic option in international competition. They can offer various benefits such as economies of scale and shaping competition in favour of those firms forming the coalition, but result in costs as well such as complicating the process of global coordination. Firms in a weak position may defend themselves against dominant players through coalition (Child & Faulkner, 1998). A challenger may form an alliance to obtain necessary resources, technology, market access, or other strengths to attack an industry leader (Porter, 1985, 1998). Alliance relationships can also create possibilities that the collaborative venture might be used by one or both partners to develop a competitive edge over the other, resulting in competitive collaboration (Lei, 1993; Hamel, Doz & Prahalad, 1989).

Strategic management theory concerns achieving fit between the strategies of respective partners, and also to a less degree, the desirability of achieving another fit between the organizational and national cultures which the partners bring to their cooperation (Child & Faulkner, 1998). A number of key themes relevant to cooperative strategy are the motives for forming alliances, the selection of partners to achieve compatibility between their goals, and the need to achieve integration between partner cultures and systems (Child & Faulkner, 1998; Faulkner & de Rond, 2000).
Moreover, some authors have raised an important question about the relationships between a cooperating unit and its parent partners with regard to compatibility and cultural fit (Child & Faulkner, 1998). Lu and Burton’s (1998) have drawn a distinction between “precise” and “broad” alliance boundaries. The precise boundary centres around the organizational structure of the alliance. The broad boundary embraces both the alliance and the partner firms, indicating a more complex web of relationships. In case of equity joint ventures, partner firms as parents play a stakeholder role and benefit from the advantage of ownership. Although the joint venture is an independent entity with its own structure and functions, its managerial authority is constrained by quasi-hierarchies that extend from the parents.
Competitive Advantage and Strategy

There have been different views on how to achieve competitive advantage, for example, strategic positioning examines competitive positions in the industry and value chain activities, operational management focuses on benchmarking and best manufacturing practices, and the RBV is concerned with developing and deploying critical resources and competencies. Porter’s work has been most influential on competitive advantage defining many people’s understanding of competition and strategy. Since the 1980s, the development of the RBV and core competences approach has led to much of the reorientation in management and strategy thinking from broad questions of corporate strategy to firm specific resources.

The industry analysis (Porter, 1980) focuses on the competitive environment using the “five forces” framework. It can indicate the potential profitability of the industry and assist in identifying the appropriate generic strategies. The essence is search for a favourable competitive position in an industry. Porter (1996) has pointed out the importance of distinction between operational effectiveness and strategy. Constant improvement in operational effectiveness is necessary but usually not sufficient. Competitive strategy means deliberately choosing a different set of activities to deliver a unique mix of values. Competitive advantage can emerge from three distinct sources: variety-based, needs-based and access-based positioning. Sustainable competitive advantage depends on fit among activities and trade-offs between positions. Achieving both can make the imitation of a set of activities difficult, and consequently the firm can sustain its competitive advantage.

In contrast, the RBV concerns firm resources and how they can result in differential performances between firms. Firms that able to accumulate and acquire valuable, rare, and non-substitutable resources and capabilities can achieve competitive advantage over competing firms. The RBV has been applied by many scholars to study organizational culture (Barney, 1986a), competitive advantage (Barney, 1991; Grant, 1991), strategic alliances (Das & Teng, 2000) and international business (Peng, 2001). Lippman and Rumelt (1982) developed “uncertain imitability” to ascribe intra-industry efficiency differentials to the causal ambiguity inherent in many factors of production. Dierickx and Cool (1989) have distinguished assets as tradable and nontradable to help understand imitability of resources and capabilities.
It is often suggested that Porter’s approach is industry based and external orientated while the RBV is firm specific and concerns internal aspects of the firm. However, the exact relationship between these two perspectives for competitive advantage can be complex. For Porter, the analysis of activities within the firm is an integral part of the strategy study. At the same time, the RBV may also extend beyond the internal domain of the firm to examine the acquisition of resources in factor markets and the protection of resources against substitution and imitation by other firms. In particular, Porter (1998) has pointed out that the configuration of each activity embodies the way that the activity is performed, including human resources and physical assets and also associated organizational arrangements. There is an ongoing debate between strategic positioning and the RBV for competitive strategy, and it continuously generates insights into competitive advantage.
Methodology
This study concerns the overall competitiveness of the joint venture versus its competitors in the marketplace. Strategic positioning and the RBV may provide different explanations for competitive success or failure of the joint venture. Within the joint venture, we concentrate on how the joint venture partnership can influence the positioning and the configuration of resources. In the meantime, the research takes into account location specific factors in order to provide insights into the joint venture’s strategy and operations in China. Successful joint ventures may have effectively exploited location specific advantages in achieving or upgrading their competitive advantage. By synthesizing the different theories, this conceptual framework seeks to overcome limitations of a single perspective and thus to provide an overarching view of the joint venture.

The case study can be a preferable approach to the study of competitive advantage and strategy of the joint venture. It can help explore complex issues of the joint venture in relation to the contextual conditions in China. Moreover, each case can be unique in its own right. Competitive strategy per se is about being different and has a distinctive nature for each firm. The uniqueness of a single case may thus be crucial to our understanding of competitive strategy.
The multiple cases are selected from the assembled joint venture database. The selection of joint ventures was based on their individual characteristics and potential for theorizing in the analysis. The author first conducted case screening based on some relevant information about joint ventures obtained from public sources. The criteria used in this process are exemplar Sino-British joint venture, industry characteristics, and geographical location. Among the prospective cases, 5 joint ventures were finalized for gaining access and the case study. The selection of cases seeks to allow the study of typical Sino-British joint ventures with varying or diverse characteristics associated with industry and location, and this can be conducive to cross-case comparisons of the typical cases.
The data required can be categorized into the following sets: industry characteristics, positioning, operational activities, resources, JV partnerships, locational conditions, and competitive advantage. The data used for the multiple case studies are collected from three sources: public sources, interviews, and company documents. The public sources are mainly the reports by various newspapers and business organizations, companies’ websites, speeches by government officials, and business directories. In 2003, the author conducted semi-structured interviews with the management of the selected five Sino-British joint ventures in China. The company documents include general information and introduction to the company, internal employees’ training materials, internal reports, and annul reports.

The data analysis involves the production of case descriptions and subsequent analysis of the companies. In the analysis, an activity system is produced to reveal the company’s operations and how the activities are configured. Causal networks are then developed to map various factors and their relationships in a coherent picture. The cross-case analysis includes identifying similarities between the cases along the major dimensions set out in the framework, such industry factors, configuration of activities, resources and partnerships. The characteristics of the competitive joint ventures and uncompetitive joint ventures are also compared to derive commonalities for competitive strategy.

Case Analyses and Research Findings
The Positioning Perspective
Industry

Table 1 (Appendix A) shows the comparison of the 5 multiple case studies along different dimensions. In respect of the industry in general, the chemical industry (acetyls production) has the most favourable conditions; the environmental consulting service industry and the pharmaceutical industry are also attractive and experience rapid growth; the telecommunications industry is highly competitive and the firms in this industry face greater difficulties.

China’s economic expansion is the main driving force of the growth of the chemical industry. As the products (acetic acid and acetates) are widely used in various industries, this chemical industry has very good prospects. The demand exceeds the supply at the time of the case study. The competition is less intense than in many other industries. The superior performance of YARACO can be partly attributed to the favourable industry conditions.

For the environmental consulting service industry, government regulations on the environmental protection assume an increasing role in China, and become a main driver of the industry growth. The environmental, health and safety (EHS) needs also come from businesses themselves. Especially, MNEs treat EHS issues seriously due to various concerns such as reputation, operational effectiveness, corporate needs, and organizational culture. The good industry prospects may also contribute to ERM China’s superior performance.

The pharmaceutical industry also experiences rapid growth in China, and firms operating in this industry can enjoy relatively favoured conditions. However, due to distinctive characteristics of the distribution channels in China, pharmaceutical companies often encounter difficulties in sales and distribution of their products. The distribution system is fragmented; there is also regional protectionism in general across the country. In addition, the industry is to a great extent subject to government regulations. The government pricing control of certain pharmaceutical products may have significant effects on some pharmaceutical companies. In addition, a lack of effective protection of patents can pose a threat to companies and their performance. AstraZeneca China and GSK Chongqing are subject to different industry factors as they operate in different segments of the market.

The telecommunications industry has the least favourable conditions. The market is gradually getting mature as the infrastructure has largely been built in many parts of the country. The industry was also experiencing a downturn in China in the past few years as elsewhere in the world. Competition in this industry is intense among many leading MNEs and some domestic companies. The industry conditions may to a great extent result in Shanghai Marconi’s difficult situation.

Positioning and Competitive Advantage

YARACO has a unique position in the industry. It has both variety-based positioning and access-based positioning. Its strategy can be regarded very effective for the company’s operation in China. AstraZeneca China and ERM China could be considered as having a strong position and being competitive. Both companies have a distinctive position in the industry. AstraZeneca China’s position is defined on relatively a narrow range of products where it has the greatest strength, while ERM China targets MNEs with customized services. In particular, ERM China’s positioning trade-offs allows it to be distinguished from other firms in the industry. Both AstraZeneca China and ERM China have well configured their value chain activities in line with their position. In comparison, Shanghai Marconi is not very successful in managing the variety-based positioning based on its products and technology and at the same time offering customized services. There are difficulties in aligning the activities and reconciling the tensions between the two positions. The operational activities can incur higher costs.
GSK Chongqing has a clear and distinctive position in the pharmaceutical industry. Its weakness in strategy can be the lack of fit in the configuration of activities with its position. GSK Chongqing’s sales and distribution, which is managed by the GSK partner firm in China, is not aligned with its production activities and strategy. Its production activities appear well configured. AstraZeneca China and GSK Chongqing have a similarity in that their sales and marketing activities are managed by their parent headquarters in Shanghai. This has not been a problem for AstraZeneca China, but for GSK Chongqing it has caused poor management of the sales and distribution and its misalignment with the positioning. AstraZeneca’s regional headquarters in Shanghai is responsible for the production and overall operations in China. The production and headquarters are integrated as the company has one manufacturing site. In the case of GSK Chongqing, GSK parent firm has seven business units in China with each of them specializing in certain areas. GSK Chongqing’s aerosol products are not significant in the overall business. In addition, aerosol products occupy a different position in the marketplace from other broad categories of products managed by the headquarters. A lack of effective communication and coordination between GSK Chongqing and the headquarters may also have contributed to the poor configuration of GSK Chongqing’s activities.
Partnership

AstraZeneca China has a quasi-joint venture structure. The Chinese partners are local authorities. They provide support to the company, but they neither have equity ownership nor are involved with the management and operation. The partnership of ERM China was similar to AstraZeneca China’s. Its partnership was dissolved at the end of the contract in 2002, and since then ERM China remains an independent firm. The previous cooperation between ERM and its Chinese partner was largely in the area of environmental science and research rather than in business activities. The partnership had served as a platform for ERM to enter and operate in China.
GSK Chongqing and Shanghai Marconi both had difficulties in the communication and coordination of activities between the joint venture and the parent firm. In the case of GSK Chongqing, GSK partner had an assertive management style which may have largely contributed to the prolonged problem in the sales and distribution. As for Shanghai Marconi, there were difficulties in coordinating activities between the joint venture in China and Marconi parent in the UK. In contrast, YARACO’s partnership has been constructive and dynamic so the company was able to overcome difficulties in communication and coordination. In addition, the coordination of sales by BP in Asian markets might be critical at some stage to YARACO’s sales and expansion in the Chinese market. The partnership has been very effective for both parties to achieve their objectives, and played a critical role in the joint venture’s achieving competitive advantage.

A common characteristic of the partnership in these cases is the significant role of parent firms in the joint venture. The joint venture’s activities are configured within the broad structure of the partnership. The joint venture relies on the parent firms for various critical resources, such as technology, products, human resources, primary inputs, knowledge and skills, and its configuration of activities can span beyond the operating unit and often across the national boundaries.
Locational Factors

The effect of locational conditions appears to vary with different industries and locations. However, government regulations do assume certain effects in industries and business operations. Regulations for the environmental protection have become a driving force of the industry growth. The pricing control of pharmaceutical products is practiced in many countries. For GSK Chongqing, the relatively low price set by government did to some extent constrain the company’s capacity to manoeuvre in the distribution channel. The regulatory framework is one of the factors affecting FDI, and has been greatly improved in China over the past two decades. Moreover, the government support may be conducive to joint ventures’ operations. The local government had been instrumental in the establishment of GSK Chongqing in 1988. AstraZeneca China’s quasi-joint venture structure may reflect, to an extreme, such local initiatives and support for FDI and joint ventures.
Distribution difficulties are shown in both pharmaceutical companies. The market is fragmented across regions. AstraZeneca China has done far better in coping with this unique market condition. Especially, its local branch offices along with other promotion means may complement the sales and marketing management in Shanghai. The acetyls market in China is also fragmented. YARACO has a very effective approach to the sales and distribution. Its different ways of accessing customers may help overcome the problem in the distribution system and enable the company to manage the sales and distribution to its advantage. China should not be viewed as a single market. Regional differences and protectionism can characterize the product market across the country.

The Resource-Based View

Differences in firms’ performance are fundamentally attributed to the heterogeneity of firm resources. Value, rarity, imitability and substitutability of resources can be used to analyse their potential for competitive advantage. As each firm possesses various resources, the case studies have focused on and analysed some intangible resources and capabilities that could be sources of competitive advantage.
Table 2 (Appendix B) compares some resources and capabilities of the 5 joint ventures exhibiting some of their salient characteristics. The table further illustrates the partnership and locational conditions in relation to the resources and capabilities for competitive advantage. For example, AstraZeneca China may enjoy organizational resources, which reside in its organizational structure and context. ERM China’s teamwork is a critical part of the company’s operation, and the teamwork capability can be a source of sustained competitive advantage. ERM China’s ability to manage the tension of being global and local is also valuable and difficult for competitors to imitate. YARACO’s constructive and dynamic partnership is critical in many respects to the company’s success and can be a source of sustained competitive advantage. All these joint ventures could benefit from these different kinds of organizational resources. In comparison, a particular technology, for example, Marconi’s SDH, GSK’s aerosol production and BP’s chemicals production, is valuable and can contribute to the efficient and effective operation. However, it is likely that these technologies are sometime substituted by other similar resources, and thus unsustainable. Moreover, patents and trademarks can be affected by locational conditions and lose much of their value in a location where intellectual property rights are not well protected.
Theoretical Implications
A number of theoretical issues have emerged from the multiple case studies of Sino-British joint ventures. First of all, theories on strategic alliances can be used to study in depth the partnership within the joint venture. International strategy theory regards strategic alliances as a strategic choice to overcome entry barriers and to gain competitive advantage. The broad boundary of alliances (Lu & Burton, 1998) appears to be an adequate context for analysing the nature of the relationship between the joint venture and parent firms. Parent firms provide various resources for the joint venture and can play a stakeholder in it. The case studies suggest there is a close relationship between the joint venture and the parent firms. The configuration of the joint venture’s activities is dependent to a great extent on the provisions of technology, products, primary materials, knowledge and skills by the parent firms. From the market power perspective, the joint venture partnership is a means for business to adopt new configuration systems. Such systems, if effectively configured and used, can be difficult for competitors to emulate. Partner firms can use the joint venture as a device to increase the market power.

In addition, the value chain system of the joint venture including both upstream and downstream activities exhibits a vertical relationship between the joint venture and its parent firms. The vertical relationship can have two implications for understanding competitive advantage of the joint venture. One is about the special supply conditions. The joint venture is likely in a better position than non-joint ventures in the marketplace to enjoy resource advantages in terms of access to resources, mostly critical resources, and competitive prices of resource inputs for the production or operation. The input supplies (often critical inputs) are not subject to the normal supply conditions of the industry structure or the factor market where bargaining power of suppliers may be significant (and/or the imperfection of the market may be significant as well). A particular supply condition can be translated into a certain effect on performance (conducive to cost leadership or higher quality product). The other implication is the vertical linkages between activities spanning from supply to operation and to sales and marketing. The joint venture can exploit the linkages to achieve a better configuration of its activities in line with its positioning in the industry. Order placing, logistics, inventory, production, and distribution can be aligned in a way that they are consistent with each other and in support of each other. Porter has long been stressing the importance of exploiting the linkages between value chain activities as a way of achieving sustainable competitive advantage. The partnership, both within the joint venture and the broad structure, can facilitate making better linkages between activities through close cooperation and coordination. Cooperative strategy, effective communication, and IT system such as ERP and SAP may be used to enhance the vertical linkages across the value chain. In particular, cooperative strategy can be usefully employed in this respect to promote effective partnerships and avoid inter-partner conflicts and opportunism.

Thirdly, the analysis of some resources of the joint venture suggests that valuable and rare resources can often depend on the partnership and locational factors. For example, if we accept that ERM China’s unique ability to manage the tension between globalization and localization is a resource that can give competitive advantage, many elements of partnerships and locational factors could be crucial for the company to acquire such a resource. When two firms form a joint venture, their contributed resources are combined and become resources of the joint venture. The resources of the joint venture would not be a simple combination of the resources contributed by both parent firms. The deployment of the new resources within the joint venture can result in a particular way of their configuration, which could involve the partnership of the joint venture and locational factors. Many attributes of the partnership such as cooperation (or competition), learning and trust can be critical to the configuration of the resources. The partners can learn in their interactions from each other skills, knowledge, and cultural and organizational differences. Resolving tensions or difficulties constructively between the partners could also generate confidence and dynamism. These attributes of the partnership as resources in their own right become part of the resources of the joint venture. It is often the case that the joint venture develops its own organizational routines (Nelson, 1991), which are different from those of either parent firm. The case studies suggest that many critical resources including processes or operational activities are not limited to the precise boundary of the joint venture. Coordinating systems, controlling, and other operational activities can involve parent firms. There is often a close relationship between the joint venture and its parent firms in the areas of technical support, introducing new technology or products, supply chain, and information exchange, which all can have a bearing on the joint venture resources.

As discussed above, the case studies indicate that some locational factors can positively or negatively affect the joint venture’s activities in China. Firms are intrinsically historical and social entities, and their ability to acquire and exploit some resources depends on their place in time and space (Barney, 1991). Firms do not necessarily have to own resources in order to reap rents from exploiting them, and they may benefit from positive externalities (Dierickx & Cool, 1989; Foss, 1997). Culture as a resource (Barney, 1986a) and socially complex resources may depend on the local context. Relocating these resources to a different place may result in the loss of value. Locational factors can interact with firm resources, and therefore firm resources that generate rents are contextually specific.

Conclusions

In the light of intensified competition in China, this paper has addressed the competitive strategy of Sino-British joint ventures. The following findings can be drawn from the five multiple case studies. First of all, the study shows that there can be hybrid forms of joint ventures in China. AstraZenca China has a unique characteristic. It can be considered as a quasi-joint venture. The Chinese partner does not have any equity ownership in the joint venture. This phenomenon suggests a hybrid form of business entities which may be unique to China’s business context. The case of AstraZeneca China reflects local authorities’ initiatives to attract foreign investment and to develop the local economy. Another hybrid form can be a joint venture set up by a domestic firm without the real foreign partner. Some studies about foreign investment in China, for instance, reported by the World Bank, can corroborate this kind of practices on a wider scale.

Secondly, from the positioning perspective, competitive advantage of Sino-British joint ventures can rest on the configuration of their operational activities in line with their positioning. Activities need to be configured to achieve fit among them and to be strategy specific. The case studies suggest that both partnerships and locational factors are important elements which can affect the activities of the joint venture. In particular, a lack of communication between partners, assertive management style, and cultural and language barriers can adversely affect the operational activities. In contrast, constructive and dynamic partnership can be conducive to the operational effectiveness and distinctive positioning. The studies also show that the joint venture’s relations with the parent firms are important to its operation. Joint ventures usually rely on the parent firms for technology, products, supply of prime materials, knowledge, and expertise. Competitive advantage of the joint venture can thus entail exploiting vertical linkages among the activities between the joint venture and the parent firms. Effective communication, coordination mechanisms such as exchange of information and IT systems, and supply chain networks between the joint venture and the parent firms are critical in this respect.

Thirdly, location specific factors are often important for foreign partners. Failure to understand local conditions and practices can imply that the joint venture’s activities may not be well aligned with the overall strategy for operations in China. One of the difficult problems is complex sales and distribution channels in China. For example, some pharmaceutical companies have experienced this problem. The distribution system is fragmented and there is also regional protectionism. It is necessary that the joint venture should establish an appropriate sales and marketing system in line with its other activities. Access-based positioning could be used to support the strategy, for example, set up regional offices, segment the market and employ right people who have local knowledge and experience to deal with particular customers.

Fourthly, from the resource-based view, joint ventures may possess unique products and technology. These resources can be valuable and rare or even imperfectly imitable, but they are often not sufficient for the company to achieve sustained competitive advantage. It is possible that many other similar or different resources can substitute them. Accumulations and cultivation of other resources that are embedded in the organization and the local context may help achieve competitive advantage. It is important to nurture organizational and human resources in the light of the partnership, parent firm networks and specific locational factors. To encourage organizational learning between partners, to develop effective coordination and information exchange systems with parent firms, and to appreciate local practices can facilitate nurturing valuable resources which could become sources of sustainable competitive advantage.

There are some limitations of the research. First of all, concentrating on relatively large Sino-British joint ventures formed by well-known British MNEs, the research can lack a view of small or medium-sized joint ventures and joint ventures with partners based on a single country. These types of joint ventures may have different characteristics in terms of management, operation and partnerships. Secondly, as there were merger and acquisition activities in the investing British companies, for example, GSK and AstraZeneca involve MNEs from other countries, these joint ventures may be better understood as partially Sino-British joint ventures.

A number of areas can be expanded in the future research of joint ventures and competitive advantage. First of all, some studies suggest wholly foreign owned enterprises (WFOE) in China become increasingly a preferred form of investment and could have better performance in general than joint ventures. Government statistics also indicate an increase of investment in WFOEs in China in recent years. From the perspective of competitive advantage, it can be interesting to investigate whether Sino-British (or Sino-foreign) joint ventures as a form of investment are better positioned in China in terms of competitive advantage compared with WFOEs. Porter has some reservations about alliances and partnerships in achieving competitive advantage. Many alliances are associated with poor performance or failure.

Finally, we believe that there is a limitation in interpreting the positioning perspective and the RBV as the environmental analysis versus the internal analysis of the firm or based on the SWOT framework. There is a need to link firm resources and capabilities to the product market where their values are ultimately determined. The activities examined by the positioning perspective are essentially about the way that resources are deployed within the firm. The future research can also investigate how the configuration of activities and the deployment of critical resources within the firm can interact with and influence each other, and also how the imperfection of the factor market (Barney, 1986b; Amit & Schoemaker, 1993) may affect them in creating sustainable competitive advantage.
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Appendix A. Table 1 Multiple Case Comparison – The Positioning Perspective
	Case
	Industry
	Positioning
	Configuration of Activities
	JV Partnership & Parent Networks
	Locational Factors
	Sources of Competitive Advantages

	
	
	
	
	
	
	

	AstraZeneca China
	Pharmaceuticals: rapid growth; intense competition; strong bargaining power of distributors; threat of counterfeit products
	Variety-based positioning with a strong product portfolio to serve wide range of customers across the country
	Integrated clinical trial, manufacturing and sales & marketing; well-configured production activities; sales & distribution carried out by HQ and branch offices across the country, complemented with other promotion means


	Operating as WFOE within the quasi-JV structure; Chinese parties provides various supports; no misunderstanding and communication difficulties; AstraZenca global networks support operations in China
	Favourable local business environment; complex sales & distribution channels in China; threat from counterfeit products
	Strong product portfolio focusing on six therapeutic areas; integration of operations; activities aligned with the positioning; fit among activities; access-based positioning for sales & distribution at lower level

	ERM China
	Environmental Consultancy: growing industry; fragmented structure
	Needs-based positioning with tailored high quality services targeting MNEs in China with international practices
	Operations based on strategically located offices in China; customized services by teamwork, flexible operations responding to needs
	Partnership served as platform for operational activities in China; parent networks fit into activities and aligned with the positioning
	Government environment regulations as a driving factor of the industry; continuing FDI flow into China and expanding MNEs’ operations; based in three regions where MNEs are concentrated


	Positioning has trade-offs, offering only solution, no equipment or engineering work; activities are aligned with strategy and reinforce each others



	Shanghai Marconi
	Telecommunications: industry downturn leading to average or poor performance; intensified competition among MNEs and some domestic firms; strong bargaining power of customers
	Variety-based positioning providing high quality products; providing customized services
	Lack of fit among activities; inconsistency between activities based in China and supply in the UK
	Lack of effective communication within the JV; cultural and language barriers hinder the operations; parent firm networks as the supply chain
	Local  business practices  may increase difficulties of coordinating with the UK base; Shanghai offers advantages in human resources, and in import and logistics; China’s low degree of internationalization lowers prospects of localization


	Variety-based positioning with high quality products; low profit margin due to intense competition and high manufacturing costs; lack of fit among activities to support the strategy

	Case
	Industry
	Positioning
	Configuration of Activities
	JV Partnership & Parent Networks
	Locational Factors
	Sources of Competitive Advantages

	
	
	
	
	
	
	

	GSK Chongqing
	Pharmaceuticals: growing industry; moderate competition; strong bargaining power of distributors; no substitutes at present
	Variety-based positioning offering a set of distinctive products to serve broad customers
	Supply chain and manufacturing activities are well-configured in line with positioning; relatively low volume production results in higher unit costs; lack of fit between distribution and other activities
	Complex partnership; lack of understanding between partners contributed to prolonged sales & distribution problem; restructuring management helped shift focus from production to sales & distribution; parent firm networks as supply chain; parent firm’s management of sales & distribution does not fit into JV’s activities


	Government pricing regulations constrain the company’s capacity to manage sales & distribution to certain extent; distribution practices affect JV’s management and operation
	Variety-based positioning and narrowly defined product; efficient production activities; ill-configured sales & marketing activity lacks fit with overall operations and positioning

	YARACO
	Chemicals: 

growing industry; moderate competition;

relatively weak bargaining power of customers


	Variety-based positioning offering a narrow set of undifferentiated products to a wide range of customers; access-based positioning at the sublevel to reach customers
	Supply chain, production and sales & distribution are integrated; production operates at full capacity; sales & distribution operated in two main channels and supplemented by other sales strategy; overall activities are well aligned with the positioning
	Partnership is constructive and dynamic and effective to the operations; parent firms networks are well aligned with the operations, from supply to production and to sales & distribution; partnership is critical to and positive for the operations


	Government regulations can have effect on the growth of the industry (acetate); the growing economy is a driving force of the industry; distribution systems are fragmented and diverse across regions, and there is regional protectionism
	Variety-based positioning with narrow products to serve broad customers; access-based positioning to meet the distribution conditions; integrated operations aligned with the positioning; fit among activities


Appendix B. Table 2 Multiple Case Comparison – The RBV
	Case
	Resources
	Effect of Partnership
	Effect of Locational Factors
	Competitive Advantage

	
	
	
	
	

	AstraZeneca China
	R&D capabilities of AstraZeneca
	Dependent on parent firm
	Clinical trial in Shanghai to support business operations in China and East Asia, and to provide data for R&D


	Critical resource / source of sustained competitive advantage

	
	Patent, trademarks
	
	Possible violation of intellectual property right, e.g. generic products and counterfeit products


	Isolating mechanism: making position stable and defendable

	
	Socially complex resources
	JV partnership, parent network, local employees, organizational culture are essential


	Local context
	Combining with physical resources can strengthen competitive strategy

	
	
	
	
	

	ERM China
	Teamwork
	
	Local expertise and knowledge
	Source of sustained competitive advantage, embedded in organization and tacitness



	
	Management approach: paradox of being global and local
	JV partnership and parent firm help foster such unique capabilities
	Locational factors critical: local knowledge; as a local authority on EHS to serve MNEs


	Valuable, difficult to imitate

	
	
	
	
	

	Shanghai Marconi
	SDH technology
	
	Demand SDH products
	Valuable, but not give sustained competitive advantage



	
	
	
	
	

	GSK Chongqing
	Technology
	From GSK parent firm
	
	Valuable



	
	Aerosol production
	From GSK parent firm; depending on GSK supply chain


	Similar resources from the local could be substitutes


	Valuable, but not sustainable

	
	
	
	
	

	YARACO
	Technology presently used


	From BP
	Substitutes
	Valuable, not rare

	
	New technology
	From BP
	
	Valuable, rare, and first mover advantage

	Case
	Resources
	Effect of Partnership
	Effect of Locational Factors
	Competitive Advantage

	
	
	
	
	

	YARACO
	Constructive and dynamic partnership
	
	Local context
	Valuable and rare, and difficult to replicate and substitute



	
	Sales and distribution management capabilities


	JV and parent firms are critical
	Local context
	Valuable and rare, and difficult to replicate and substitute
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