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Localization is a choice, not a maxim for
Chinese multinationals
It is conventional wisdom that multinational corporations can best succeed in
overseas markets by localizing operations as much as possible.

     The economic logic seems
incontrovertible. With
localization, multinationals can
take advantage of local
expertise, gain market
knowledge, jump trade and
regulatory barriers, reduce
shipping times and costs, and
improve communications with
local customers and partners.

     Localization is not just an
economic issue, however. It is a
political matter, too, given that
multinationals that remain
"politically distant" may break cultural taboos of which they are not aware,
damage their public image or spur opposition from workers, special interests or
political elites that can sometimes turn violent.

     China's leaders are well aware of the imperative of "political localization." As
early as the late 2000s, agencies such as the China Banking Regulatory
Commission, the State­Owned Assets Supervision and Administration
Commission, and the China Forestry Administration had each issued guidelines
related to social issues, environmental standards and corporate social
responsibility in overseas investment.

Good citizens

Such policies have been insufficient to prevent conflicts in host countries, conflicts
that sometimes have led to large investment losses. Chinese companies in
Myanmar, Peru and African countries such as Zambia have faced challenges over
environmental, labor and other practices at dams, mines and hydroelectric power
projects, which have led to hundreds of millions of dollars in losses.

     These events have only intensified calls for Chinese companies to do more to
localize politically. Yu Zhengsheng, chairman of the National Committee of the
Chinese People's Consultative Conference, a top­level political advisory body,
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Chinese technology giant Huawei is acting as a good
corporate citizen, with initiatives around the world that
foster educational, economic and environmental progress.
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recently urged companies going abroad to "bring benefits to local people and
pursue win­win cooperation."

     For proponents, political localization means, at a minimum, that Chinese
multinationals need to better acquaint themselves with local laws, regulations and
customs, and to shed the notion that what is acceptable in China is acceptable
elsewhere.

     Chinese companies have been encouraged to spread economic benefits by
hiring more local workers and managers, sourcing more goods locally,
transferring technology and technical knowledge, and forging significant
partnerships with local companies.

     More broadly, it is expected they will act as good corporate citizens,
implementing meaningful corporate social responsibility programs that will foster
economic development, enhance educational systems and protect the
environment.

Recommended by

Copyright © 2015 Nikkei Inc. All rights reserved. Japanese  | Chinese

About Nikkei Asian Review  | Site map  | Help  | Contact us  | Terms of use  | Copyright  | Privacy & cookie policy  | Advertising  | Announcements

Mobile site |

1 2 Next > Last >>

Future of warfare: 'Superheroes,' robotic
dogs headed for tomorrow's battlefields

Follow Nikkei Asian Review

Twitter
 
Facebook

 
Google+

 
LinkedIn

 
RSS

Latest headlines
Greek voters return Tsipras to power with
strong win

Combating global warming: Japan plans limits
on coal for electric utilities

Apple involvement on the table: Foxconn offers
to buy Sharp's LCD business

Demonstration plant: Japan's JFE Engineering
targets Yangon's water quality woes

Public backlash: Support for Abe cabinet
plunges to 40% after defense bills' passage

more

Twitter
 
Facebook
 
Google+
 
LinkedIn
 
RSS
   

http://asia.nikkei.com/Politics-Economy/International-Relations/Warships-off-Alaska-signal-Chinese-navy-s-wanderlust
http://asia.nikkei.com/Viewpoints/Perspectives/Who-can-stop-China-s-state-banks-from-stealing-rural-funds
http://asia.nikkei.com/Viewpoints/Editorial/Editorial-Economy-must-be-focus-of-Abe-s-new-term
http://asia.nikkei.com/Politics-Economy/International-Relations/Japan-dismayed-by-Indonesia-s-decision-to-turn-down-high-speed-train-plans
http://asia.nikkei.com/Politics-Economy/Economy/Mergers-without-overhauls-may-do-little-to-further-reform
http://www.mansionglobal.com/developments?mod=mansiongl_AdGroup22_Outbrain_July24
http://www.hookedby.com/13-islands-that-you-can-buy-now.htm
http://dieseltalk.co.nz/news/nz-defence-force-welcomes-final-truck-service
http://sv184.lolwot.com/10-of-the-most-expensive-cars-in-the-world/?utm_source=outbrain&utm_medium=referral
http://thebeartraveller.com/top-10-cities-in-china-you-have-to-visit/?utm_medium=Discovery&utm_source=Outbrain&utm_campaign=[TheBearTraveller_Desktop_top-10-cities-in-china-you-have-to-visit]
http://optimized-by.rubiconproject.com/t/13774/64794/318150-15.3858222.4131176?url=https%3A%2F%2Fregist.asia.nikkei.com%2Fmember%2Fregister%2F%3Fn_cid%3DNARAN014
http://optimized-by.rubiconproject.com/t/13774/64794/318154-15.3859030.4132222?url=http%3A%2F%2Fmonocle.com%2Fradio%2F
http://www.nikkei.com/
http://cn.nikkei.com/
http://asia.nikkei.com/info/about
http://asia.nikkei.com/info/sitemap
http://asia.nikkei.com/info/help
http://asia.nikkei.com/contact
http://asia.nikkei.com/info/terms-of-use
http://asia.nikkei.com/info/copyright
http://asia.nikkei.com/info/privacy
http://asia.nikkei.com/info/advertising
http://asia.nikkei.com/info/announcements
javascript:void(0);
http://asia.nikkei.com/Viewpoints/Perspectives/Localization-is-a-choice-not-a-maxim-for-Chinese-multinationals?page=2
http://asia.nikkei.com/Viewpoints/Perspectives/Localization-is-a-choice-not-a-maxim-for-Chinese-multinationals?page=2
http://asia.nikkei.com/Viewpoints/Perspectives/Localization-is-a-choice-not-a-maxim-for-Chinese-multinationals?page=2
http://asia.nikkei.com/Tech-Science/Tech/Superheroes-robotic-dogs-headed-for-tomorrow-s-battlefields
https://twitter.com/NAR
https://www.facebook.com/nikkeiasianreview
https://plus.google.com/+NikkeiAsianReview/
http://www.linkedin.com/company/nikkei-asian-review
http://asia.nikkei.com/info/rss
http://asia.nikkei.com/Latestheadlines
http://asia.nikkei.com/Politics-Economy/Policy-Politics/Greek-voters-return-Tsipras-to-power-with-strong-win
http://asia.nikkei.com/Politics-Economy/Policy-Politics/Japan-plans-limits-on-coal-for-electric-utilities
http://asia.nikkei.com/Business/Deals/Foxconn-offers-to-buy-Sharp-s-LCD-business
http://asia.nikkei.com/Business/Companies/Japan-s-JFE-Engineering-targets-Yangon-s-water-quality-woes
http://asia.nikkei.com/Politics-Economy/Policy-Politics/Support-for-Abe-cabinet-plunges-to-40-after-defense-bills-passage
http://asia.nikkei.com/Latestheadlines
https://twitter.com/NAR
https://www.facebook.com/nikkeiasianreview
https://plus.google.com/+NikkeiAsianReview/
http://www.linkedin.com/company/nikkei-asian-review
http://asia.nikkei.com/info/rss
http://itunes.com/apps/thenikkeiasianreview
https://play.google.com/store/apps/details?id=com.nikkei.asianreview


9/21/2015 Jean-Marc F. Blanchard: Localization is a choice, not a maxim for Chinese multinationals- Nikkei Asian Review

http://asia.nikkei.com/Viewpoints/Perspectives/Localization-is-a-choice-not-a-maxim-for-Chinese-multinationals?page=2 1/2

Viewpoints > Perspectives

Twitter
 
Facebook
 
Google+
 
LinkedIn
 
Mail

September 20, 2015 1:00 pm JST

Localization is a choice, not a maxim for
Chinese multinationals
     There is no shortage of Chinese initiatives. For instance, China Railway and
Bridge Corp. has purchased $235 million in local goods and services in Kenya and
helped develop an indigenous cement production capability. In Botswana, Ghana,
and South Africa, the information and technology company Huawei has
sponsored student awards, virtual libraries and schools. Hisense, a leading
appliance maker with large operations in South Africa, has donated goods to local
animal conservation initiatives.

     Political localization, though, is not as obvious choice as it may seem. There are
a number of ways in which such programs can backfire.

     Localizing workers and managers can, for example, be politically
counterproductive if it causes a Chinese company to deliver poor quality goods
and services. This is so because Chinese goods and infrastructure projects already
have a poor reputation among segments of the population in various countries.
While this reputation is not always deserved, the reality is that Chinese companies
need to guard against offering inferior goods and services to avoid the political
consequences of local countries feeling they are just dumping grounds.

     Doing business abroad sometimes involves dealing with unstable
administrations or despotic rulers. Yet "getting into bed" with an unpopular
government could result in a political backlash against a Chinese company if the
host country later undergoes a regime change or change in government.

     Chinese National Petroleum, a state­owned company, found that its close
dealings with the Sudanese government, which was accused of genocide, had
implications for its public reputation and global financing activities.

     Localizing government relations may also be risky if local companies or
government representatives demand the payment of bribes or that companies
engage in other illegal activities; Chinese companies may not run into trouble at
home over bribes paid abroad, but it could expose them to legal action or hurt
their public image in third countries.

Weighing the downside

There are cases where a host country's social norms, such as a culture of
discrimination against women, may undermine the international image of
Chinese companies doing business in the country.

     If localized production is seen to be environmentally unfriendly, this could
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offset some of the political benefit of bringing jobs and opportunities.

     Ultimately, political localization should not be viewed as a religion, but as a
strategic business choice. There are a number of imperatives to be kept in mind.

     First, Chinese companies need to think about what they hope to gain by
localizing politically and closely examine the potential downsides.

     Second, Chinese businesses need to spend time defining what the "local" part
of localization will really mean. Host countries are often not homogenous entities;
there are many various components, from regions to social groups to power
brokers. Chinese multinationals need to determine which components they
should target and why. In an era of modern telecommunications and
globalization, "local" can often extend to actors in third countries, non­
governmental organizations and international institutions.

     Third, Chinese companies need to think rigorously about the methods that they
will use to localize politically including their likely effectiveness and possible legal
and ethical repercussions.

     By doing so, Chinese multinationals will be much more likely to ensure "win­
win" situations with their investments abroad.

Jean­Marc F. Blanchard is executive director of the
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