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Introduction 



Introduction - China 



China – a market with great 
opportunity 

• Transformation from manufacturing house to innovation house 

• Increasing MNC setting up R&D centres in China since 2000 – 
from under 300 to over 1,300 (KPMG 2013) 

• Opportunity V.S. Threats 



R&D Alliance 



R&D Alliance 

• Benefits: market penetration, shorten new product 
development, increased profits and decreased costs, etc 

• Choice of partner: strangers, friends, prior tie, existing partner,  
universities, research organizations, suppliers, customers, and 
competitors  

Voluntary agreements formed between independent firms to 
exchange, share or codevelop resources and capabilities that 
can be deployed in R&D projects to achieve a common goal 

(Gulati 1995, Reuer, J. J., & Lahiri, N. 2014)  

 



Research Setting 



Lancaster China 
Catalyst Programme 

Chinese 
organizations 

UK firms 
R&D Alliance 



Case Companies Summary 

No. Firm 
Year of 

Establishment 

No, of 
employees in 

UK 

Nature of 
Business 

Industry 
Existing 

Presence in 
China? 

Chinese 
Partner 
through 

LCCP 

GDST 
funded? 

1 A 2010 33 Product Solar energy 
Yes  

WOFE 
Private Firm No 

2 B 1999 10 Service 
Software 
solution 

No Private Firm 

Failed in 
previous 

round, await 
next round 

3 C 1998 22 
Product & 

service 
E-commerce & 

online retail 

Yes, 

Customer-
supplier 

relationship 

Research 
Organization 

Yes 

4 D 2012 25 Product 
Composite 
materials 

No 
Research 
Institute 

Yes 

5 E 2010 3 Service Career Service No Private Firm Yes 

6 F 1982 80 Service 
Energy & 

environment 

Yes 

Consultancy 
projects 

Private Firm 
Awaiting 

result 



Research Findings 



Viewpoint on Innovation in China 

Firm Viewpoints on Innovation in China 

A 

“Innovation wise I think it is rapidly changing. Since we first came in in 2011, particularly in 

terms of cost, we see a lot of rapid change, also in terms of manufacturing particularly in 

Guangdong is moving towards high technology manufacturing, service industry, and even 

the last 5 years it’s been changing dramatically. One of the things I find about China is the fast 

pace of innovation, where things are always turning over very very quickly. There’s always 

the need and desire among some of our suppliers “how can we do the next things, what’s 

the next thing, how can we do it quickly”, they are not looking to sit around or rest, they are 

always looking to make the next product and it’s very impressive, the speed they can do. I am 

always impressed by the speed, how fast they turn around, new samples, new products, and 

the innovation is striving.” 

B 

“From our experience working with a Hong Kong based Chinese firm in a joint venture, the 

whole relationship is exciting and stimulating, which enabled us to grow extremely fast in 

what we were doing.“ 

C 

“We genuinely believe that we can develop something different from anything else that’s out 

there in the market now with our Chinese partner and the technology they possess. It’s 

something very different. Obviously something we can take to the market and deliver the 

revenues associated with that.” 



Viewpoint on Innovation in China 
(Cont.) 

Firm Viewpoints on Innovation in China 

D 

“I think, we would argue that Europeans and north of Americans probably have quite a bad 

point of view about innovation in China. I think they are mislead by a lot of stuffs in the 

press, I think people have missed how fast innovation is developing in China and the legal 

structure around it. So, I think it is a lot more energised than what people give China credit 

for, and it is going to continue to accelerate. So we do see it as a very innovative market 

place.” 

E 

“I think there may have been a period that perhaps typical reality and people’s perception on 

China as a low cost manufacturing place, but it is very different now. I think because one of 

the aspects of the growing wealth and the growing middle class, I think one of the 

consequences is that there is the ground and the scope and the place for a great deal of 

innovation. If you look at China, they can rightly consider themselves to be world leading 

expert for example the high-speed train technology. And that’s just one thing you know, and 

there are other areas as well.” 

F 

“It’s very innovative! If you look at the number of patents there and research papers, it’s an 

innovative country, whether it’s developed internally or borrowed innovation. These guys are 

smart.” 



Lancaster China 
Catalyst Programme 

Chinese 
organizations 

UK firms 

Challenges: 
• Cultural distance 
• Language barrier 

• Geographical distance 
• Communication 
• IP protection 

 

GDST Funding 

Protection 
Secureness 

Support 
Resources 

R&D Alliance 



IP Protection in China? 

• Although most of them confirm the presence of an IP risk in China, it is recognized 
that this risk is not a peculiarity of China 

• The changing environment in China and its legal structure  

 

• Firm D, “I think there’s more risk to IP in China than there are in traditional European 
markets. We would say that IP protection still isn’t as good in China as it is in 
elsewhere, but it’s still possible to do innovative development work and protect your 
IP risks at all level when carefully managed. One of the IP protections issues in 
general, is not just China issue, it’s that as a business of 25 people, we have limited 
ability in lawsuits against IP infringement. You know, you need to take that into 
account everywhere. So, while there are more risks on the IP protection front in 
China, I don’t think it is so substantially worse in China that we should deter 
ourselves from doing business there.“ 

 



Entering China with LCCP 

• Most firms have prior experience or existing network with China 

• “umbrella effect” - providing guidance, support, protection, secureness, and 
access to resources  

• Useful workshops provided by LCCP – such as understanding the legal 
structure and institutional context of China  

• Shortened time for new product development  

• Stable and tangible working relationship despite having 10 years of network 
in China 

• “Push” factor 

• A lasting relationship V.S. striking a deal 

 



Summary of Challenges Faced 

Communication Business Practice 

Language 
Translator needed as not all levels of staffs 

speak English at China side 
Marketing materials in Chinese language 

Culture 
The Chinese partner may be hesitant to 

communicate in English although he/she 

can actually speak English 

One key person in China who 

communicates everything to each level 

Geographical 

Distance 
Time difference, difficulties in video 

conference 

The need for relationship building – 

actually spending time together such as 

meals and golf 

Background IP 

Protection 

The tendency to hold back technical 

specifications (background IP) before 

signing agreement 

Concerns over spilling of technical 

specifications  

Access to Chinese 

potential partners 

Approaching potential Chinese partners 

through emails or cold calls lacks credential 

for building long-term relationship 

  
Seeking potential Chinese partners through 

trade shows and exhibitions can be cost 

and time consuming 

  



Implications 



Managerial Implications 

• Decision maker on entering an R&D alliance is often different 
from the one who actually manages the alliance later on  

• Foreign firms may have put too much emphasis on IP risk in 
China 

• Firms considering entering an R&D alliance should have a rough 
idea, providing the direction and yet keeping the option open 

• Look beyond English ability – the match (e.g. resources, 
background, technology) 

 



Thank you! 

 

Any question? 


