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Butzel Long was established in 1854 with the goal of providing legal services to Detroit’s then-booming shipping industry.  Today it boasts an arsenal of 215 lawyers who serve 8,000 clients, making it the 193rd largest law firm in the United States.  Although the company derives its strength from manufacturing law, it seeks to adapt its strategy to the changing needs of the economy. The practice of law in areas such as ecommerce, technology, intellectual property, and cross-border transactions are the primary growth vehicles for the firm.  Globalization and increasing importance of multinational operations created an impetus for Butzel Long’s entrance into China in 2003 and led to the creation of the China Alliance as their primary entry mode.  Although the company’s international strategy and entry mode have been thus far appropriate, the rapidly developing legal environment and the instability of expatriate lawyers are two areas that threaten Butzel Long’s long-term viability in China. 
I. Strategic Analysis – General/Legal Environment


Although China has a strong showing in its economic environment, its legal system is considered primitive by Western standards.  The civil law system is dominated by ambiguous regulations and laws, which are inconsistently enforced.  This ambiguity allows judges to be flexible in their application of laws, which falls in line with the particularistic nature of Chinese culture, where relationships reign over rules.  In the fact, the mere invocation of the law is seen as a business’ inability to manage its relationships properly.  Litigation is a public arbitration method, which can result in a loss of face to both parties.  As such, the majority of disputes are settled out of court.   
Since there was little domestic demand for legal services, it was not until China entered the World Trade Organization (2000) that opportunities became available in the industry.  China’s pledge to adopt international best standards created opportunities for multinational law firms who were previously unable to engage in profit-making activities and could not establish formal relationships with Chinese law firms.  Ostensibly, China’s entry into the WTO was supposed to move the country towards a more transparent, rule-based system.  Although the government has been rapidly passing legislation in order to catch up, their attempts have been arbitrary and have led to the creation of a legal system where laws widely contradict each other.  Additionally, judicial appointments are made on an ascriptive basis, while foreign lawyers are not allowed to take the Chinese bar (and hence not allowed to litigate).  Thus rather than focus their services on arbitration and dispute settlement, the China Alliance offers counseling and advising on matters pertaining to country entry—in essence, services that are intended to preempt the need for litigation.  
II. Country Entry & International Strategy – The China Alliance

The China Alliance was created in 2003 to facilitate multinational entry into the Chinese market.  It is a strategic alliance of four North American law firms including: Butzel Long, Armstrong Teasdale LLP, and Michael Best & Friedrich LLP (all from the US), as well as Blake, Cassels & Graydon LLP (Canada).  In practice, the firms do not cooperate on cases and the China Alliance exists only to gain de jure recognition from the PRC.  
As a single firm entering the Chinese market, Butzel Long would have encountered much more red tape than it did as a part of the China Alliance.  The use of a strategic alliance leveraged the reputation of all four firms and allowed them to bypass many of the bureaucratic hurdles in entering the PRC.  Since the firms practice independently, they do not encounter the challenges found in typical strategic alliances where the partners share projects.  Additionally, the firms are not direct competitors since they all specialize in different areas of law and hail from different areas of the Midwest.  Their skills are complementary, which allows the business relationships to profit from referrals, rather than suffer from competition.    
Although a joint venture was also considered, the firms do not typically recommend JVs to their clients and hence took their own advice in establishing a strategic alliance. In general, the firms advise their clients to enter as wholly-owned subsidiaries whenever possible, since the legal system in China is not developed enough to safeguard the contractual arrangements of a JV.  Additionally, the challenges of merging corporate cultures are heightened by the inherent differences in Eastern and Western cultures.  For instance, it is often difficult to find local partners that internalize the belief that intellectual property rights should be protected, since the collectivist nature of Chinese culture emphasizes that knowledge should be shared.  A joint venture is an even less attractive option given the nature of the law industry, where lawyers work autonomously and cases are highly classified.  In short, the benefits offered by a JV could not counter the costs required to coordinate the efforts of four individual firms.   
Although the multinational firms are entrenched in the business and political communities, they lack a formal Chinese presence.  Although the lack of a local partner has not proven disadvantageous, the adoption of one would allow the organization to exploit growth opportunities in the rapidly developing legal structure.  An appropriate partner would be privy to upcoming developments in the legal system, which would allow Butzel Long to better position its strategy in anticipation of government policy.  Since students tend to be at the forefront of such changes, establishing a relationship with a prominent Chinese law school would be helpful in the long-run. Additionally, the China Alliance’s involvement with an educational institution would be viewed favorably as a philanthropic contribution.  This act of good faith would indirectly garner the attention of government and could strengthen the China Alliance’s position in the market.   

The China Alliance is primarily a multi-domestic operation with localized services for the Chinese market.  Cases must be evaluated on an individual basis and hence require the firms to provide customized services.  Since there is low pressure for cost effectiveness within the industry and high pressures for differentiation, Butzel Long’s international positioning is appropriate.    
III. Internal Operations

The consultant positions taken by expatriate lawyers abroad usually differ from their high-profile litigation responsibilities at home.  Although Butzel Long tries to prepare its lawyers for the changes, many expats fail due to a lack of intrinsic motivation.  Those with a need for power and recognition often do no feel satisfied, since the credit for their work goes to the Chinese lawyers who close the deals.  The incentive structure does not provide for full appreciation of work done since the foreign lawyers run the case 99 yards, but the Chinese lawyers intercept in to run the final yard for the touchdown.  In order to compensate for the lack of recognition, Butzel Long attempts to intrinsically motivate its lawyers by giving them more autonomy and responsibility.  Additionally, Chinese law is an inherently exciting field to be in since it is a growth industry.  Although most candidates cite this as a prime draw, it has become increasingly important to find lawyers whose motivational needs can be fulfilled by an assignment with the China Alliance.

Additionally the repatriation process can be difficult, since successful lawyers in China do not always find that their skills are transfer back to the home office—a knack for relationship-building and navigating the PRC’s bureaucratic system are not the most useful skills for tackling the US legal system.  The cost of a failed expat is expensive both in terms of money and in terms of reputation for the law firm.  Thus, in order to safeguard against failed overseas assignments, Butzel Long has a thorough screening process for its expatriates, which includes realistic job previews of the positions in China.  
IV. Summary

Butzel Long entered the Chinese market as one of four firms in the China Alliance.  This strategic alliance has allowed the participating firms to leverage their bargaining power, in order to ease their entry into the PRC.  However, the adoption of a formal Chinese partner, such as a Chinese law school, would allow the company to be at the forefront of the rapidly developing legal environment.  The nature of Butzel Long’s Chinese operations requires the company to pay close attention to the motivational needs of its employees, since the lack of intrinsic motivation is often cited as a reason for expatriate failure.     
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