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"Global Entrepreneur" magazine was launched in July 1993 to "promote the
internationalization of Chinese business." It is currently the sole international high-end
business magazine. It features world-class companies, entrepreneurs and legendary
business figures. It is also focused on the international competitiveness of Chinese
companies.



With its international vision and professionalism, "Global Entrepreneur" is committed to
comparative analysis. It provides reports on globalization, leading business stories and
insights, and foreign business people, in order to build communities without borders. "Global
Entrepreneur"” is widely seen as the most influential of the mainstream business magazines
in China.

Global Entrepreneur "magazine is sponsored by the Chinese Writers Publishing Group. A
single issue includes 10.4 million copies; daily updates can be retrieved from the "Global
Entrepreneur" website www. Gemag.com.cn also ranks in the forefront of the domestic
commercial media; annual "Global Entrepreneur Summit* has become the number gathering
place for international and foreign business elite.

In 2009, "Global Entrepreneur" Daily News joined the ranks of the 21st Century, 21st
Century Media Group, and Department of the South. Among the newspapers, the flagship
brands include "21st Century Business Herald", "financial weekly" "21st Century Business
Review," "Business Travel" and 21 other brands.

CHINESE COMPANIES IN AMERICA
By Dan Steinbock

Despite obstacles, Chinese companies are expanding in the United States. In the
coming decade, these pioneering efforts will benefit both great nations.
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During President Hu Jintao’s four-day visit in the United States, Washington and Beijing
agreed on $45 billion in U.S. export deals and to give U.S. companies greater access to
China's $88 billion-plus government contracts market.

The U.S. media was far less interested in the other side of the coin; the access of Chinese
companies into the U.S. marketplace.

And yet, it is this side of the equation — the opportunities and challenges of globalizing
Chinese companies in the U.S. marketplace — that will be the real story in the coming
decade.

Real assets reduce friction

During the state visit, senior executives of U.S. and Chinese companies participated at a
meeting hosted by President Obama with President Hu. The Chinese guests comprised



some of the business leaders from firms that have made significant investments in the
United States, including Liu Chuanzhi, the founder of Lenovo; Lou Jiwei, chairman of China
Investment Corp; Lu Guangiu, the founder of Wanxiang Group; and Zhang Ruimin, Haier’s
legendary chief executive.

These pioneers earned their place in the meeting through tireless efforts and persistent
struggle against odds.

When IBM in December 2004 said that it would sell its personal computer division for $1.75
billion to Lenovo, the announcement sparked vocal concerns in the U.S. over national
security and the Chinese state-owned enterprises (SOESs) in the U.S. economy.

In 2005, the China National Offshore Oil Corporation (CNOOC) made a bid to acquire the
U.S. energy company Unocal for $18.5 billion. However, the proposed deal was met with
resistance by U.S. policymakers.

After these acquisition efforts, the perceived signal in China was that, while the U.S. is “open
for business,” it has not always been open for Chinese business.

Nonetheless, in the past few years, China has emerged as an increasingly important
investor in the U.S. economy. Despite intense competition, Lenovo has steadily built a
position in the U.S.-dominated technology sector. In turn, CNOOC succeeded purchasing a
stake in a US shale oil and gas field for $1.1 billion late last year.

Slowly but surely, things may now be changing. And that is good news to both the Chinese
pioneers in the United States and the U.S. investors in China.

When Japanese companies arrived in the United States capturing leadership in several
industries, U.S.-Japanese relations went through a very rocky period. However, when
Toyota, Sony, Honda and other great Japanese companies began to invest in U.S.-based
factories, they also created American jobs, promoted growth and increased U.S. exports.
Now China is following in the footprints.

When the U.S. car industry can no longer provide employment, the auto parts business of
Wanxiang America can sustain employment. Today, Wanxiang is an economic development
success story in Chicago, along with Yuanda, a maker of glass products with a downtown
Chicago office, and Huawei, the global telecom giant with operations in Rolling Meadows.

Accessing valuable assets

In 2009, Chinese companies invested $1.7 billion in U.S. projects or acquisitions. Last year,
they invested over $2.8 billion in just nine months. Chinese investment in America is taking
off.

Despite the past U.S.-Chinese trade friction, Chinese investment in the U.S. is how
increasingly promoted at the state level. Last year, more than 30 U.S. state overseas trade
offices were registered in China, in order to attract Chinese investment to their home states.
Even as some members of Congress continue to resist the arrival of Chinese investors,
governors of states and mayors of cities are increasingly dedicating their efforts to attract
Chinese companies.



At the same time, the economic downturn has reduced the distressed asset prices in
America. As a result, Chinese companies are increasingly seeking to establish foothold in
the U.S., in order to access technology and know-how, markets, and natural resources.

Access to technology and know-how. Today less than 10 percent of China’s high-tech
imports in terms of value come from the U.S. If Washington were to relax its export controls
on high-tech products, Chinese companies would gain know-how for productivity, while the
U.S. would gain capital for employment. For now, the acquisition of U.S. technology assets
can provide access to such capabilities faster. For instance, Lenovo’s acquisition of IBM's
personal computing division provided the Chinese company ownership of U.S. technology, a
global brand (Thinkpad laptop), a position in the worldwide global PC market, as well as
access to the management and marketing practices of a leading U.S. multinational
company.

Access to export markets. Typically, small and open economies, such as the East Asian
tigers (Singapore, Hong Kong, South Korea, Taiwan) seek access to large export markets.
But such access can also be vital to colossal economies such as China. On the one hand,
Chinese companies may seek entry to advanced markets to capitalize on infrastructure that
facilitate global trade. Moreover, regional trade agreements provide entry to multiple
markets. Under the North American Free Trade Agreement (NAFTA), U.S.-based Chinese
manufacturing companies enjoy access to extensive distribution spanning North America,
facilitating cross-border trade with neighboring Mexico and Canada. As a result, Chinese
companies can use their U.S. operations as a home-base and entry point for expansion into
new markets.

Natural resources. Due to China’s stage of development — industrialization and
urbanization — China’s growth is dependent on natural resources and raw materials,
including crude oil, natural gas and minerals. Although focused on resource-rich nations in
Africa, Latin America and Australia, China has also sought to invest in U.S. natural
resources. While CNOOC's bid for Unocal in 2005 failed, more recent efforts have been
more successful, including CIC’s $1.6 billion purchase of a 15 percent stake in U.S. power
company AES Corporation in 2009.

Moving Higher in the Value Chain

Whether Chinese companies arrive in America to access technology, markets, or natural
resources, they all help themselves and their partners and sub-contractors in China to move
higher in the value chain.

The quest for know-how is vital in solar panels and other emerging industries. Entry to the
U.S. allows Chinese clean energy pioneers to avoid trade barriers and capitalize on the U.S.
government’s alternative energy push, while learning valuable lessons for their home
market.

For Suntech, the world’s largest producer of solar panels, the U.S. assembly line ensures
great savings on shipping costs plus a foothold in a growing advanced market. In its U.S.
Goodyear plant, the company can use more advanced manufacturing equipment than in
Wuxi. Over time, Suntech can also integrate the same manufacturing technology in China.



For now, however, the Suntech’s success story is the exception rather than the rule. Despite
their export success, many Chinese manufacturers receive 20 percent or less of the value of
the merchandise they export to the U.S. market. It is the American companies who design
and order the products, receive them at the ports, distribute and market them and sell them
at retail, that capture most of the value.

Take, for instance, iPhone 4, the highly popular smartphone. While Apple owns the brand, it
has no production. Everything is outsourced. And while tens of thousands of Chinese
assemble the product in huge factories in Guangdong, only an estimated 7 percent of the
value stays in China.

Naturally, the value capture is not an American peculiarity. The same goes for many
successful multinationals from Europe and Japan, which dominate their value chains and
industrial clusters and thus extract most of the value today.

It is thus vital for Chinese companies to move higher in the value chain, by increasing their
presence in all relevant stages of the value chain that contribute to the final value.

In this way, Chinese companies in America also make a critical contribution China’s
transition to the next stage of economic development, which, ultimately, will raise living
standards in China.

Dr Dan Steinbock is the Research Director of International Business at the India, China and
America Institute (USA) and Visiting Fellow at Shanghai Institutes for International Studies
(China)



