Dalian Wanda Group, a Chinese company, acquired AMC Entertainment Holdings in a deal valued at
US$2.6 billion, making Wanda the largest cinema chain worldwide

OPEN FOR
BUSINESS

Chinese executives say in a survey that U.S. market entry is
difficult with cultural challenges but report overall success

By Marc Parich and Karen Buerkle

C

umulative Chinese investment in the United
States increased from US$280 million in 2004 to
US$22.7 billion in 2012. In addition, during the
five-year period between 2008 and 2012 Chinese
investment in the U.S. jumped more than 300
percent. China is one of the few sources of investment into the
U.S. that is growing. The US$6.5 billion of Chinese direct
investment into the United States in 2012 was a new record and
current trends suggest another record year in 2013.
This is important for many reasons. The number of American
jobs associated with majority Chinese-owned subsidiaries in the
U.S. grew from fewer than 2,000 12 years ago to more than
27,000 as of late 2012. And if investment from China remains on
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track, Chinese enterprises will employ 200,000 to 400,000
Americans by 2020, according to figures from the Rhodium
Group.
These trends strike down much of what has appeared in the
mainstream media, where coverage focuses largely on the
challenges and failures of Chinese enterprises trying to enter or
expand in the U.S.
Much of the news one reads in the U.S. about Chinese
enterprises’ attempts to penetrate the U.S. market reflects the
national-level political discourse about the “China threat.” At the
local and state levels, the story is quite different.
State governments, through their economic development
arms and led by local mayors and governors, are clearly vying
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…If investment from
China remains on track,
Chinese enterprises will
employ 200,000 to 400,000
Americans by 2020…”
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for Chinese money with a view toward creating more local jobs.
Los Angeles Mayor Antonio Villaraigosa’s May visit to China is
only one recent case in point and followed a major trade mission
by California governor Jerry Brown in April. The State of
California has opened a new trade office in Shanghai, just the
latest addition to a growing list of state and local trade and
investment offices present in China.  The increasing investments
and new jobs created by Chinese enterprises in Michigan’s
automotive sector demonstrate that, in the case of some states,
the red carpet has been rolled out for Chinese investment.
The federal government also has initiatives to attract Chinese
investment. Ambassador Gary Locke has actively promoted
investment opportunities and President Obama launched his

“Select USA” initiative in June 2011 to attract foreign
investment.
This by no means suggests that Chinese enterprises have it
easy in the United States. Generally speaking, American
politicians and local communities do have concerns over
Chinese investment. Consequently, some deals in industries
deemed “sensitive” are often politicized and ultimately blocked.
But the number of blocked deals is very small. In fact, from
2009–2011, only 20 Chinese transactions went through the
formal national security review process coordinated by U.S.
Treasury-led Committee on Foreign Investment in the United
States (CFIUS), and the vast majority of these were approved.
In an attempt to move beyond anecdotes and gain a broader
understanding of the experiences of Chinese enterprises in the
United Sates, our company, APCO Worldwide, in partnership
with China Daily USA, conducted a survey of senior business
executives to better understand both the challenges and
successes of Chinese enterprises operating in the United States.
More than 50 senior business executives took part in the survey.
Each enterprise surveyed had at least 10 employees working in
the United States with their headquarters located in China.
Those surveyed were asked about the challenges of entering the
U.S. market, motivations behind their entry, the challenges of
conducting business in the U.S. and their views for future
growth in the U.S. market.
The research found that the story of Chinese enterprises in
the U.S. is much more nuanced; that if you were to dig deeper,
you would discover that the on-the-ground realities for Chinese
enterprises are different than initially perceived. Indeed, while
undoubtedly facing a number of challenges, Chinese enterprises’
collective experience in the U.S. market is a story of optimism
and growth.
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Chart 1

Market entry
On the subject of market entry, the survey found that 71
percent of business leaders described their enterprise’s
experience entering the U.S. market as difficult.
When asked in an open-ended format about the factors that
conditioned their enterprise’s market entry experience, many

business leaders pointed to the regulatory environment as a
determining factor. Strength of the competitive environment
and market demand for products were also key factors in
determining the ease or difficulty of their enterprise’s entry into
the U.S.
Business leaders who said their enterprise had a relatively
easy time entering the United States pointed to good access to

Chinese President Xi Jinping with U.S. Secretary of State John Kerry in the Great Hall in April
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Fosun owns a majority stake in U.S.-based Saladax Biochemical

capital and existing relationships as key factors, with one noting
the importance of localization by saying, “You have to operate as
a U.S. company and not as a Chinese enterprise.”
Cultural differences were also highlighted as a major
challenge. Those who characterized the entry experience as
challenging pointed to the difficulty of overcoming cultural
differences between the U.S. and China and the challenges of
gaining brand recognition in the U.S.
When presented with a list of five potential challenges, nearly
all business leaders (92 percent) agreed that overcoming cultural
differences was a primary challenge for their enterprise. In fact,
nearly half (45 percent) said cultural differences presented a
major challenge to their enterprise’s market entry, with one
executive expressing how difficult it was to be accepted by new
customers.
Despite the difficulties navigating cultural differences,
adverse economic conditions and a challenging regulatory
environment, nearly all business leaders (94 percent)

“

Additionally, those
who described
their enterprise’s
experience as
easy credited the
transparent and fair
U.S. marketplace.”
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Chart 2

characterized their enterprise’s experience entering the U.S.
market as successful overall.

Day-to-day operations
When asked to think about the day-to-day operation of the
business and not just the market entry experience itself, six out
of 10 business leaders said it is very (28 percent) or somewhat
(33 percent) easy to conduct business in the U.S. On the flip
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side, roughly a third say it is somewhat difficult (35 percent),
and only a small handful said it is very difficult (4 percent) to do
business in the U.S. One business executive surveyed concluded,
“[The United States has a] fair environment and level playing
field,” while others remarked that the freedom and ease of
communication had a major impact on the enterprise’s success.
Additionally, those who described their enterprise’s
experience as easy credited the transparent and fair U.S.
marketplace, the fact that the enterprise acquired local talent to
help it understand the U.S.
business environment and
culture, and the strong demand
for the enterprise’s products
and services for its success. By
contrast, those who said their
enterprise struggled pointed to
difficulties overcoming
differences in the way business
is conducted in the U.S. and
China, challenges navigating
the regulatory environment
and difficulty gaining brand
recognition.
When presented with a list
of potential challenges to dayto-day operations, competition
from existing U.S. firms (84
percent) and high operating
costs (86 percent) were
identified as challenges, with
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AMC Entertainment Holdings CEO Gerry Lopez, left, with Dalian Wanda Group Chairman and President Wang Jianlin in
Los Angeles last year after signing a deal

about half classifying these as major challenges. Again, cultural
differences were highlighted as a key challenge. Roughly eight in
10 business leaders said that adapting to the business culture of
the U.S. is a challenge, with a majority of those identifying this

as a minor, rather than major, challenge. One of those surveyed
advised other enterprises to hire someone from the U.S. as an
enterprise representative to manage the business in order to ease
the cultural differences.

Chart 3

JUNE 2 0 1 3

insight

31

Recommendations for Chinese Enterprises
Entering the U.S. Market
shutterstock

Here’s a summary
of what some
Chinese executives
say newcomers
should know or
prepare for before
they invest in the
United States.

T

he sur vey’s findings largely paint a more
positive and optimistic picture of the
experiences of Chinese enterprises in the
United States; however, the survey’s findings
show that many fundamental challenges remain. The
Chinese business leaders surveyed offered advice to those
looking to follow in their footsteps and set up successful
operations into the United States: employ local talent,
conduct in-depth due diligence to understand the U.S.
market and regulatory environment, and devise strategies
to overcome cultural differences.
Such advice reinforces the lessons learned and strategies
employed by APCO when assisting Chinese enterprises in
the United States. These include:
• Identify and understand risks in advance –
As Chinese firms venture in the United States (or any
other foreign market), gaining a clear understanding of
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all the stakeholders who will be impacted by their
business is essential. This will help identify the risks –
commercial, regulatory, political and social – as well as
the strategies to build their corporate standing. Good
preparation will help mitigate such risks and enhance
the chance of success. It is important to note that the
United States is particularly complex because of the
separation of powers among the three branches of
government and among the federal, state and local
levels. The United States is also a highly regulated
market for many industries. It is essential to have a full
understanding of the regulatory landscape in order to
prevent and avoid mistakes that could cause delays.
• Engage, engage and engage – Chinese enterprises
need to engage stakeholders early and continuously
prior to, during and after market entry. In order to build
the public’s trust, Chinese enterprises need to adopt a
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holistic and cross-border approach, engaging and
communicating not only with customers, investors
and regulators, but also with other key
stakeholders who can impact their ability to
succeed in the United States. These include
influencer groups, such as nongovernmental
organizations and the media, as well as those
directly impacted, such as employees and local
communities. Waiting until there is a problem will
make it more difficult to achieve success in
entering the market.
• Be patient, strategic and persistent – It
takes time for a new market entrant to fully grasp
the range of new regulations and standards,
consumer habits and cultural differences they face
in a new market. These challenges are not unique to
Chinese enterprises; they apply to all new market
entrants, although often for Chinese enterprises the
cultural barriers are a little harder to bridge. It is
important to be patient, strategic and persistent.
• D e v e l o p a n d i m p l e m e n t a s t ro n g
cultural assimilation program – Such a
pro g r a m c ou l d i n c lu d e i n - d e pt h c u ltu r a l
immersions and hiring of cross-cultural
management. Ensure management teams have
professionals who truly understand and have
experience with working in both an Eastern and
Western context.
• Wo rk w i t h s t ra t e g i c p a rt n e rs a n d
advisers – In order to seize market opportunities
with confidence, it is advisable to partner with a
firm that can provide a global perspective and
proven experience in developing strategies on
issues relating to commercial due diligence,
competition mapping, investment negotiations and
political-risk assessments.

China’s Shuanghui International announced plans to buy U.S.
pork producer Smithfield Foods for US$4.7 billion in late May

Less than 20 percent believed investment restrictions placed
on Chinese enterprises, or a general bias against doing business
with Chinese enterprises, posed a serious challenge to their
business operations.
After assessing this list of challenges, business leaders who
took the survey were asked if they believe Chinese enterprises
face more, fewer or about the same number of challenges as
other foreign firms, with the response split between those
believing they face about the same number of challenges as
other foreign firms doing business in the U.S. and those
believing that they face somewhat more challenges. Almost no
one believed that Chinese enterprises have it easier than other
foreign-owned businesses.
Despite the challenges they face, Chinese enterprises are
optimistic about their future in the U.S., with 92 percent having
a positive outlook on the future of their enterprise. Interestingly,
roughly half (53 percent) of the respondents were “very” positive
about what the next five years hold. When asked why they are
optimistic about the future, business leaders nearly uniformly
anticipated growth for their enterprises, in large part because
they expect the U.S. economy to fully recover and expand over
the next several years.
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