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Summary Along with their mounting economic might, emerging economies are becoming
the object of ever closer analytical attention. Yet the phenomenon of international
research and development (R&D) from multinationals headquartered there still remains
neglected. The current study analyzes Chinese companies� investment in R&D in Europe,
focusing on three different aspects: technology exploration vs. technology exploitation
as investment motive; locational strategies for R&D investments; and the dynamics of
motives of overseas R&D units. The analysis proceeds to draw out differences between
the R&D internationalization process of multinationals from developed economies and
those from emerging economies. Evidence of Chinese R&D internationalization is provided
through analyses of five cases of international R&D units set up by Chinese companies in
Europe: ZTE Corporation, JAC Motors, Chang�an Motors, Hisense Group, and Hisun Group.
Based on the analyses we find that the Chinese R&D units represent important differences
from the conventional R&D internationalization process of developed-country multina-
tionals. These differences come about when R&D internationalization is driven predomi-
nantly by learning rather than technological innovation, as the extant literature tends
to assume. Chinese R&D units appear to evolve often from a strategy of pure technology
exploration, over fusion of foreign technologies with R&D activities back home, into one
of technology exploitation in foreign locations.
ª 2012 Published by Elsevier Ltd.

Introduction

In a globalized economy, the knowledge creation processes
of companies have become increasingly internationalized.
The technological learning and internationalization of the
latecomer firms in Asia were explored in depth at the end
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of the 20th century (Hobday, 1995; Kim, 1997; Sachwald,
2001). Since the 21st century, the globalization of Chinese
companies has gained academic attention (Child &
Rodrigues, 2005; Deng, 2007; Fan, 2006; Gao, Zhang, &
Liu, 2007; Hong & Sun, 2006; Taylor, 2002; Wong, 1999).
In the past decades, foreign direct investment (FDI) into
developing and transition countries has increased, and
China has become the most attractive host country for FDI
(UNCTAD, 2005). On the one hand, China has worked hard
to attract foreign investment in R&D to enhance the tech-
nology capabilities of Chinese companies (Wu & Callahan,
2005). On the other hand, along with their increasing
involvement in global competition, Chinese Multinational
Corporations (MNCs) have also begun to expand overseas,
especially since the mid-1990s (Tung, 2005). Chinese global-
ization owes much to the ‘‘going out’’ (Zouchuqu) strategy
enforced by the Chinese government since 1999,which
encourages Chinese science and technology (S&T)-intensive
companies, in particular the successful ones, to go global
for both technology upgrading and brand building (OECD,
2008).

Chinese companies have attained a key role within inno-
vation in China, in the sense that they already accounted for
70.4% of the R&D funding source in China in 2007.1 In recent
years, both the Chinese government and Chinese academia
have become more concerned about how to cultivate the
R&D capabilities of domestic Chinese companies and com-
pete with global MNCs. In 2006, the Chinese government
implemented the National Medium and Long-Term Science
and Technology Plan (2006–2020) as its central S&T policy.
The policy emphasizes building up an innovation-oriented
country and an enterprise-centered national technology
innovation system by keeping to the path of ‘‘indigenous
innovation with Chinese characteristics’’ (OECD, 2008).
Meanwhile, Chinese scholars have also opened up in-depth
discussion on the technology strategies of Chinese domestic
companies (Gao et al., 2007; Wu & Callahan, 2005; Xie &
White, 2006).

Recent studies have begun to show intense interest in the
global technological learning and innovation activities of
Chinese companies. Scholars adopt an ‘‘asset-seeking’’ per-
spective to emphasize that Chinese outward FDI serves the
purpose of building competitive competence (Deng, 2007).
Some of the studies adopt the ‘‘latecomer catch-up pro-
cess’’ perspective to determine how Chinese companies
can cultivate their innovation capabilities (Child & Rodri-
gues, 2005; Fan, 2006; Gao et al., 2007). Moreover, there
are also some scholars who specifically focus on the contri-
bution of overseas innovative activities to Chinese compet-
itive advantage (Chen & Tong, 2003; von Zedtwitz, 2005).
However, most of the studies analyze international R&D
activities as part of Chinese outward FDI and adopt a
macro-perspective to investigate this emerging
phenomenon.

Up to now, we know surprisingly little about how Chinese
MNCs deal with their much stronger counterparts in industri-

alized countries. What is missing in academia, and what we
think is relevant, is an explorative discussion on Chinese R&D
internationalization with first-hand evidence from Chinese
overseas R&D subsidiaries in developed countries.

This paper attempts to understand the motives that im-
pel Chinese MNCs to conduct international R&D activities
in a highly competitive environment such as Europe. We
explore the evolution of motives, and we ask whether the
maturation models that helped us understanding the inter-
national evolution of multinationals headquartered in indus-
trialized countries work also when considering the behavior
of Chinese MNCs abroad.

This paper focuses on the following research questions:
(1) To what extent have Chinese companies set up R&D units
in Europe? (2) Why do Chinese MNCs establish Chinese R&D
units in Europe and how do their motives dynamically
evolve? (3) Are the R&D motives of Chinese companies dif-
ferent from those of MNCs from developed countries?

The paper is organized into six sections. The following
(second) section looks at the literature on R&D internation-
alization; the third section discusses the processes of inter-
nationalization and innovation of Chinese companies; the
fourth section introduces the research methodology and
data collection process; the fifth section analyzes our case
studies; and the sixth and final section concludes our study.

R&D investment motives, locational strategies
and dynamics

In this section we will draw out lessons from the received
literature on the three aspects of R&D internationalization
under study: technology exploration vs. technology exploi-
tation motives; locational strategies; and the dynamics of
motives and mandates of R&D units abroad. This will allow
us to compare these lessons later with the observed behav-
ior of Chinese R&D units in Europe.

Technology exploration vs. technology exploitation
motives

The motive for firms investing in R&D overseas is not a new
topic. Based on the evidence from developed-country MNCs,
different explanations of overseas R&D activities have been
given. Cheng and Bolon (1993) state that ‘‘motivations re-
flect the organizational benefits that a firm could expect
to obtain from investing in foreign R&D’’ (1993, p. 4). A
large body of studies classify R&D internationalization motives
into dichotomous sets, such as push/pull factors, demand
side/supply side factors, input-oriented/output-oriented fac-
tors, access to internal/external capabilities and so on (Blanc
& Sierra, 1999; Gammeltoft, 2006; Gassmann & von Zedtwitz,
1998; Pearce & Papanastassiou, 1999; Shan & Song, 1997). The
main debate around global investments in R&D can be nar-
rowed down to a two sides between the technology-driven
motive (access to technology) and the market-driven motive
(access to market) (von Zedtwitz & Gassmann, 2002). The
market-driven motive for R&D decentralization can be
explained as technological exploitation, i.e., exploitation
of a firm�s technologies overseas by adapting those technol-
ogies to local circumstances in order to gain access to
foreign markets. The technology-driven motive for R&D
decentralization is defined as technological exploration,

1 In the same year, the other funding entities, including govern-
ment funds, overseas funds and other funds, accounted for
respectively 24.6%, 1.4% and 3.6% of the national R&D funding
source in China (our elaboration of China science and technology
statistics, http://www.sts.org.cn/).
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