
INTERNATIONAL JOINT VENTURES IN CHINA AFTER

China's government mandates that foreign investors in certain industries We use a dataset that accounts for all joint
ventures in China from possess the absorptive capacity (after Cohen and Levinthal ) to benefit.

As evidence for the internal technology transfer effect, we show that joint venture firms operate very well
along several dimensions of performance. In this post, we discuss some of the things you need in your joint
venture agreement if you are to reap benefits from your China joint venture. Joint Ventures and Technology
Transfer: The Case of China IJVs are a unique mode of foreign investment and there are multiple channels of
technology transfer depicted in Figure 1 through which domestic firms might benefit. We often see this done
by using one of the following two tactics: Suppose your Chinese JV partner can make the JV hiring and firing
decisions. Interestingly, when we delineate these external effects along lines of national origin, we find that
the bulk of the external effects on other Chinese firms are accounted for by IJVs with a US partner. As
majority owner, the investor then assumes he has the right to elect the entire board, and thus effectively
control the company. We further explore the existence of any positive external effects of joint venturesâ€”that
is, are Chinese firms in industries with a high degree of IJV formation, but not necessarily in a joint venture
themselves, materially impacted from the diffusion of foreign knowledge and technologies? We denote this
effect as the intergenerational technology transfer effect, as IJVs generate spillovers on their domestic parent
firms. The domestic parents of IJVs exhibit above average performance along the same dimensions as joint
venture firms, although to a diminished degree. In addition to any contractual and regulatory obligations, a
foreign investor has a direct incentive to transfer proprietary know-how to its joint venture in in order for the
new operation to succeed. Why though would your JV partner do this and how does your JV partner benefit
from doing so? Your Chinese JV counterpart chooses to buy possibly inferior products and services at inflated
prices from his or her own companies, including from the company that is your JV partner. This de-emphasis
of IJVs has not deterred the Trump administration from enacting billions of dollars in retaliatory tariffs in
response to Chinese investment rules, setting off the largest trade dispute in recent memory. It must be made
clear that the general manager is an employee of the joint venture company who is employed entirely at the
discretion of the representative director. Again, the positive effects on firm performance imply the indirect
transfer of knowledge via the intergenerational channel. In our recent work Jiang et al. The situation today is
one of back-and-forth rounds of tariff retaliation, with no immediate path forward for resolving the dispute.
Our dataset allows us to observe detailed attributes of both the joint venture firms as well as the domestic
Chinese partner firms, along with all other Chinese firms with at least 5 million RMB in yearly sales operating
during the period of time covered by our sample. Such productive, well-established firms on the frontiers of
innovation are the firms that possess the absorptive capacity after Cohen and Levinthal to benefit from the
intergenerational technology transfer effect posited earlier. For foreign investors, the benefits availed by joint
ventures are clear. The common practice of appointing the same person as both representative director and
general manager is a mistake. How do these external effects compare to those from wholly-foreign owned
FDI? References Bloom, N. Claims by the U. Frequently the Chinese side intentionally angles to ensure this
outcome. Controlling for other firm characteristics, joint venture firms are on average more productive by
about 30 percent as measured by total factor productivity , secure higher sales, and engage in more patenting
relative to other, non-joint venture Chinese firms. It provides a roadmap for avoiding what is probably the
biggest and most common mistake that gives Chinese joint ventures such a bad name. These effects are
diffused both directly and indirectly to domestic firms, who, as levels of foreign investment increases, tend to
exhibit higher levels of productivity or engage in more knowledge creation. Foreign investors too often
assume Chinese joint venture companies are managed according to the common Western corporate model
under which a board of directors has controlling power over the company. We then investigate whether the
domestic Chinese partners in joint venture relationships are also better performers as a result of their indirect
exposure to foreign knowledge. The censors rejected it and we have always assumed they did so because it
would have been detrimental to Chinese companies seeking joint ventures that would greatly favor them. How
can this be achieved?


