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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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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.
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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

Receive weekly news updates
 Email address  submit

You might also like

Asian power balance: Thai plan to buy China
subs has US on edge

China stock crash: Investors flock to sell
properties, cancel contracts

John Lee: There is a reason China's finances
were not on parade

China's abandoned buildings: Unfinished
skyscraper still looms over Guangzhou after 16
years

Daniel Twining: China's 'history war' against
Japan may backfire

Recommended by

 

You might also like

Recommended by

Log in  | Subscribe  | About Nikkei Asian Review

   
search

  Search companies  
search

Search articles

Home| | Politics & Economy | Business | Markets | Tech & Science | Viewpoints | Life & Arts | Features | Japan Update | Magazine |

 

Japan trend: Young
women use backpacks for
casual edge

China's abandoned
buildings: Unfinished
skyscraper still looms over
Guangzhou after 16 years

Life in Japan: The odd
allure of being kicked and
berated

Peter Tasker: China's
economic struggles and
the lessons of the 'three
Japans'

George Magnus: Fed holds
for now  but for how
long?

JeanMarc F. Blanchard Editor's picks
Shot across the bow?: Warships off Alaska
signal Chinese navy's wanderlust

Greenspan: Markets undergoing 'longoverdue
adjustment'

Winging it: Is Toyota working on a flying car?

Duel with China ends in draw: Japan dismayed
by Indonesia's decision to turn down high
speed train plans

More muscle in air and sea: China embarks on
major military restructuring

Most read
'Golden child' no more: A year after its IPO,
Alibaba's luck may be running out

Historic turning point: The showdown that
obscured Japan's national security debate

Energyefficient houses: For Japan
homebuilders zero is magic number

Sort by Region

http://asia.nikkei.com/Viewpoints
http://asia.nikkei.com/Viewpoints/Perspectives
https://twitter.com/share?url=http://s.nikkei.com/1PeK05h&text=Jean-Marc%20F.%20Blanchard%3A%20Localization%20is%20a%20choice%2C%20not%20a%20maxim%20for%20Chinese%20multinationals-%20Nikkei%20Asian%20Review
https://www.facebook.com/sharer/sharer.php?u=http://s.nikkei.com/1PeK05h&t=Jean-Marc%20F.%20Blanchard%3A%20Localization%20is%20a%20choice%2C%20not%20a%20maxim%20for%20Chinese%20multinationals-%20Nikkei%20Asian%20Review
https://plus.google.com/share?url=http://s.nikkei.com/1PeK05h
http://www.linkedin.com/shareArticle?mini=true&url=http://s.nikkei.com/1PeK05h&title=Jean-Marc%20F.%20Blanchard%3A%20Localization%20is%20a%20choice%2C%20not%20a%20maxim%20for%20Chinese%20multinationals-%20Nikkei%20Asian%20Review
mailto:?subject=Jean-Marc%20F.%20Blanchard%3A%20Localization%20is%20a%20choice%2C%20not%20a%20maxim%20for%20Chinese%20multinationals&body=Here%20is%20something%20from%20Nikkei%20Asian%20Review%20that%20might%20interest%20you%3A%0D%0AJean-Marc%20F.%20Blanchard%3A%20Localization%20is%20a%20choice%2C%20not%20a%20maxim%20for%20Chinese%20multinationals%0D%0Ahttp://s.nikkei.com/1PeK05h
http://asia.nikkei.com/Politics-Economy/International-Relations/Thai-plan-to-buy-China-subs-has-US-on-edge
http://asia.nikkei.com/Features/Market-Turmoil/Investors-flock-to-sell-properties-cancel-contracts
http://asia.nikkei.com/Viewpoints/Perspectives/There-is-a-reason-China-s-finances-were-not-on-parade
http://asia.nikkei.com/Life-Arts/Life/Unfinished-skyscraper-still-looms-over-Guangzhou-after-16-years
http://asia.nikkei.com/Viewpoints/Geopolitico/China-s-history-war-against-Japan-may-backfire
https://regist.asia.nikkei.com/member/register/?n_cid=NARAN041
https://googleads.g.doubleclick.net/aclk?sa=L&ai=BVr_NLz__VbadHIr-9QXklIS4D5SDi5wIAAAAEAEg7K3iJDgAWLynjYm-AWDJnvmGyKOgGbIBD2FzaWEubmlra2VpLmNvbboBCWdmcF9pbWFnZcgBAtoBdWh0dHA6Ly9hc2lhLm5pa2tlaS5jb20vVmlld3BvaW50cy9QZXJzcGVjdGl2ZXMvTG9jYWxpemF0aW9uLWlzLWEtY2hvaWNlLW5vdC1hLW1heGltLWZvci1DaGluZXNlLW11bHRpbmF0aW9uYWxzP3BhZ2U9MqkCYFHvrXHmQT7AAgLgAgDqAhovNzA0OS9OaWtrZWlFbmdsaXNoXzcyOCo5MPgCgtIekAOwCZgD7AmoAwHIA5kE0ASQTuAEAZAGAaAGFNgHAQ&num=0&cid=5GjDUg&sig=AOD64_2IBFu_kINuL7o5cCQ1fc6RxshJIw&client=ca-pub-4333860397967776&adurl=http://en.nikkoam.com/sp/eurasia%3Futm_source%3Dnikkei%26utm_medium%3Dbanner%26utm_campaign%3Deurasia2015&nm=1
javascript:void(0)
http://asia.nikkei.com/member/register/?n_cid=NARAN040
http://asia.nikkei.com/about
http://asia.nikkei.com/
http://asia.nikkei.com/
http://asia.nikkei.com/Politics-Economy/
http://asia.nikkei.com/Business/
http://asia.nikkei.com/Markets/
http://asia.nikkei.com/Tech-Science/
http://asia.nikkei.com/Viewpoints/
http://asia.nikkei.com/Life-Arts/
http://asia.nikkei.com/Japan-Update/
http://asia.nikkei.com/magazine
http://asia.nikkei.com/Politics-Economy/International-Relations/Warships-off-Alaska-signal-Chinese-navy-s-wanderlust
http://asia.nikkei.com/magazine/20150917-IKEA-IN-THE-ZONE/Exclusive-Interview/Greenspan-Markets-undergoing-long-overdue-adjustment
http://asia.nikkei.com/Japan-Update/Is-Toyota-working-on-a-flying-car
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/Policy-Politics/China-embarks-on-major-military-restructuring
https://googleads.g.doubleclick.net/aclk?sa=L&ai=BRVxOLz__VbedHIr-9QXklIS4D9yJi5wIAAAAEAEg7K3iJDgAWPy1jom-AWDJnvmGyKOgGbIBD2FzaWEubmlra2VpLmNvbboBCWdmcF9pbWFnZcgBAtoBdWh0dHA6Ly9hc2lhLm5pa2tlaS5jb20vVmlld3BvaW50cy9QZXJzcGVjdGl2ZXMvTG9jYWxpemF0aW9uLWlzLWEtY2hvaWNlLW5vdC1hLW1heGltLWZvci1DaGluZXNlLW11bHRpbmF0aW9uYWxzP3BhZ2U9MqkCYFHvrXHmQT7AAgLgAgDqAh0vNzA0OS9OaWtrZWlFbmdsaXNoXzMwMCoyNTBfMfgCgtIekAOwCZgD7AmoAwHIA5kE0ASQTuAEAZAGAaAGFNgHAQ&num=0&cid=5Gggfg&sig=AOD64_3Z3O3CX8v6nWTEB7TM9hX5D2M-yg&client=ca-pub-4333860397967776&adurl=http://en.nikkoam.com/sp/eurasia%3Futm_source%3Dnikkei%26utm_medium%3Dbanner%26utm_campaign%3Deurasia2015
http://asia.nikkei.com/Business/Companies/A-year-after-its-IPO-Alibaba-s-luck-may-be-running-out
http://asia.nikkei.com/Politics-Economy/Policy-Politics/The-showdown-that-obscured-Japan-s-national-security-debate
http://asia.nikkei.com/Business/Companies/For-Japan-homebuilders-zero-is-magic-number


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 2/2

We Recommend

Chris Patten: Britain's Populist Fantasies

Fred Gale: The threat from China's
deflating farm prices

South China Sea: US warships might
make a pass by China's manmade islets

Asian power balance: Thai plan to buy
China subs has US on edge

Kawasaki Heavy fighting for place in
'hydrogen economy'

From around the Web

10 Facts About Osama Bin Laden You
Probably Didn't Know (Trending Topics | Top
10 Lists, News and Video | LOLWOT)

Browse Listings for the Best Luxury Real
Estate in NYC, Hawaii, and Miami Right
Now [Photos] (Mansion Global)

What China’s Loss in the Rare Earths
Dispute (TradeGood)

Which U.S. State is a Craft Beer Pioneer
and an Outstanding Wine Producer?
(Flavors of the USA)

US Economic Growth: The Last Line Of
Defense (TalkMarkets)

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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