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ABSTRACT

It’s a problem of important academic and practical meaning for
Chinese multinational enterprises to construct competitive advan-
tages in multinational operating activities. Enhancing competitive
advantages is the external demand of multinational operating activi-
ties of Chinese enterprises and it is the necessary selection for the
growth of Chinese enterprises in the condition of globalization. It’s
also the realistic need to develop the economy of China. After more
than 20 years’ development, the competitive capabilities of Chinese
multinational enterprises have been raised. But it’s a pity that most
enterprises are in a fragile situation in the drastic international com-
petition so far. The evidences are: most companies are short of ex-
perience and human resources during multinational operating activi-
ties, lagging in managing methods, limited in technology and fund,
and are inadequate in trademark advantage. Additional, because of
the lacking of the information and being hindered in language and
culture, many companies are operating in a rough situation in multi-
national activities. So one of the crucial problems for Chinese multi-
national enterprises is be short of competitive advantages.

The book discusses the systematic construction of multinational
competitive advantages for Chinese enterprises on a framework of
management theories. multinational activities, the book describes its

characters and backgrounds. And then indicates that the core prob-
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lems influencing the multinational operating activities are lack of the
competitive advantages. Through reviewing the theories about com-
petitive advantages in the field of Multinational Corporation and the
research on the source of the competitive advantages in the area of
the strategic management, the book establishes a theoretic founda-
tion for build a system of competitive advantages in multinational op-
erating activities. After that, the book explores the evolving rule of
the competitive advantages in multinational operating activities since
the period of globalization and during the period of non-globaliza-
tion, detects the requirements of multinational to competitive advan-
tages. At last, the book integrates the theories available to bring
forward the systematic structure and system of competitive advan-
tages in multinational operating activities. And we explore the ex-
ternal and internal factors that affect competitive advantages in
multinational management, expatiate the ambivalent relation should
be dealt with to optimize the factors and effects, then we design a
theoretic framework of the system of competitive advantages in
multinational management. After that, aiming at the realistic condi-
tion of Chinese multinational companies, we proposed the train of
thoughts and measures on how to construct competitive advantages
in multinational management on each level.

This book is composed of six chapters.

Chapter I brings forward the problems. First, we discuss the
concepts of multinational operation and foreign direct investment,
international operation, internationalizing company, multinational
company, etc, point out our research object is multinational operat-
ing activities of Chinese company. And we specially explore the ac-

tuality of Chinese multinationals and their characters in operation as
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a whole. The chapter summarizes the domestic environment and
background of Chinese oomparlies’ multinational management, and
concludes its particularities.

Having passed through the stage of tentative start and the stage
of slow development, Chinese companies’ multinational operating
activities is finding itself in a condition of quick developing. Many
companies have made great achievement: they have succeeded in en-
tering the foreign markets, the number of the companies that ranked
top 500 in the world is increasing, the market share of Chinese
multinational is rising yearly. These achievements have accumulated
the experience for Chinese multinationals to improve their multina-
tional management.

The characters of Chinese companies’ multinational manage-
ment are determined by their domestic environment, because they
are state-owned companies, multinational management happened in
the background of planned-economy, these companies are in the re-
forming process, multinational companies are undeveloped enterpris-
es, etc.

The core problem of Chinese companies’ multinational manage-
ment is lack of competitive advantages. The problem has exhibited
in several aspects: first, multinational management is absent of
strategic direction. Second, existing advantages haven’t been inte-
grated systematically, such as: production and profit margin is low,
companies are too small, scope-economy is lacked, ability of R&D is
low, technological advantages are weak, managers with globaliza-
tion are lacked, the advantages of resource are inadequate. Third, in
the view out of the companies, their competitive advantages are

short of effective support, such as: systems of market and law are
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distempered, the system of governance on foreign investment can
not meet the needs of multinationals, the policy direction of guiding
is not in focus and lack the cooperation and support of relevant poli-
cies, the system of information services is lacked.

Objectively, the development of Chinese companies’ multina-
tional management needs new theories to explain and direct, and
keep innovating in theory and practice according to the change of sit-
uation.

Chapter Il and Chapter [l summarize and analyze the competi-
tive advantages in multinational management both theoretically and
practically.

Based on understanding the meaning of competitive advantages
in multinational management, Chapter]l reviews the existing theo-
ries to absorb its distillate and provide theoretic reference for Chinese
multinational. First, We discuss the meaning of several concepts:
competitive advantages, competitive, capability core competences,
and international competitive capability of company. We find out
their differences and relations, and point out that the subject of the
paper is Chinese companies’ multinational management. Second, we
review the major genres in theories of multinationals and strategic
management. Among the theories, theory of monopoly advantages
and theory of international production discuss the categories and con-
tents of competitive advantages in multinational management, theo-
ry of industry analysis and theory of resource and core capability tell
us the source of competitive advantages. These theories make up the
theoretic base of our research of competitive advantages of Chinese
companies’ multinational management.

On the base of the review of theories in chapter Il , Chapter Il
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explores the evolvement history of competitive advantages in multi-
national management according to multinationals’ practice and its e-
volvement regularity. There are two subjects in this chapter: The
first one is to explore the common rule of competitive advantages in
multinational management’ evolvement according to the variance of
competitive environment. We want to generalize the characters of
competitive advantages in multinational management in developing
countries, and to provide some revelations and references for Chinese
multinationals. The second one is to analyze the international envi-
ronment and exhibitions of Chinese multinationals’ competitive ad-
vantages, we describe the requirements of international situation
they are in, and acquire a clear thought on how to build the future
competitive advantages. The characters of multinationals’ operating
environment in the era of globalization are: globalization of econo-
my, unification of territories’ economies, release of governance, ex-
tensive application of information technologies, increase of interna-
tional or multinational industries. The characters of environment de-
termined the change of companies’ operating models. So new char-
acters have appeared in international competition: the scope of com-
petition is expanding, dynamic hyper-competition, emphases of
competition varied, competition and cooperation coexist, require-
ments of competition heightened, roles of competition increased,
levels of competitive advantages increased, sources of advantages
multiplied.

According to historical and contrastive analysis, we find that:
the foundation of companies’ success and source of competitive ad-
vantages are changing thoroughly with the variation of economic en-

vironment. Competitive advantages in multinational management
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will also show different characters in each period with the variation
of environment.

On the base of analysis in chapters [l before, ChapterIV and
ChapterV attempt to build the academic framework of competitive
advantages in multinational management.

In ChapterlV, we attempt to build the compostitive system of
competitive advantages in multinational management, There are four
parts in the pattern: Competitive advantages based on vision and
strategy, competitive advantages based on resource and capability,
competitive advantages based on allocation of value-chains, and com-
petitive advantages based on products and markets. The four factors
interact, inter-transform, support each other and make up the dy-
namic system of competitive advantages in multinational manage-
ment. The relation between level structures is the evolvement and
transform from potential advantages to actual ones. The contents of
competitive advantages dominants in each level will change with the
environment of international competition. Companies should build
dominant advantages in each level and pay attention to its construc-
tion, maintain, update, and utilization. Levels in competitive ad-
vantages in multinational management are different in function, con-
tent, and source. Competitive advantages in multinational manage-
ment will be a synthetic system of many levels. Multinationals can’t
win the game with only one advantage. Successful multinationals
should create and manage a dynamic system of competitive advan-
tages, and acquire the dominant advantages in each stage of its oper-
ation. Multinationals should keep on developing new resources and
capabilities and updating competitive advantages to ensure success

with the development and evolvement in operation.
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Chapter V emphasizes the factors affecting the system of com-
petitive advantages in multinational management and optimizing the
antinomy relations of the effects. This chapter explores external and
internal factors’ advantageous and disadvantageous effects to multi-
nationals’ competitive advantages from three aspects: the inside of
company, the environment of host country and domestic environ-
ment. We expatiate the nine antinomy relations should be dealt with
well to optimize these factors: strategy with tactics, centralization
and decentralization, big company with small company, centraliza-
tion with separation, amalgamation with decompose, globalization
and localization, market capability with competition, investment
cost with growth of company.

In the Chapter VI, we systematically resolve the practical prob-
lems of Chinese companies’ competitive advantages in multinational
management. And this chapter proposes practical solutions for Chi-
nese companies to construct competitive advantages in multinational
management on four levels: first, the core problem of building com-
petition advantages in vision and strategy is to establish vision and
strategy, rebuilding companies’ philosophy, building up global val-
ues; defining objects of multinational management, establishing the
base of advantages; looking for opportunities in international mar-
ket, detecting location advantages; plan competitive strategy, build
competitive advantages. Second, accumulating strategic assets and
building core competences is the base of constructing of competitive
advantages. And it will be realized by building a platform of system,
building management advantages, upgrading technological advan-
tages and utilizing external resources. Third, building competitive

advantages in allocation of value-chain is the main subject of optimiz-
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ing value-chains. Companies should build speed advantages from two
aspects; selecting crucial steps and redesigning business process.
Fourth, building competitive advantages of products and markets
will depend on occupying market share and raising advantages in
trademark. The direction of company’s success is building network
of marketing, constructing customer’s loyalty, and figure trade-

marks at last.
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