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s the United States reaay for FDI from China?

hinesa firmss are
establishing affillates
abroad at an accelerating
pace. 50 far. however,
Chinese forelgn direct Investment
(FDI) In the Unites States has been
negligible. although It1s beginning to
Increase. This Is not surprising — If
anything Is surprising, It Is that there
has not been more Chinese FOH in
the US. This country Is, after all,
the world's single most Important
market and conseguently also the

most Impertant host country: In United States: Is the US Ready for
2010, the US attracted 5228 billon ~ FDV from China?

InFOI flows, some one-fifthof global ~~ The short answer ks: yes. The
FDI cutflows that year. 1S has one of the most open

But the question arises: Is the
1S ready for FOI from China?
We examined this question In
the framewark of a joint projact
between the US Chinese Services
Group of Deloitte LLP and the Vale
Columbla Center on Sustainable

FDI environmeants In the warld,

confirmed In June 2011 In a
statement by President Obama. The

long answer Is more complicated

bacause thera have been Incidents

Inwhich Chinese Investmants in

the US — China National Offshore

International Investment, with the Ol Corporation and Huawel —
results published by Edward Elgar ware stymied or otherwise faced
Inavalume entitled investnginthe  opposition.

Thesa Incidents reflact a certain
amount of suspicion concarming
Chinese FDI, fuslled by the fact
that China Is seen as a strategic
competitor, that Chinese firms
ara“new kids on the block”, that
they often choose mengers and
acquisitions (M&As) as the form of
market entry, and that many of the
Important Chinese Investors are
State-owned.

What does this mean mare
concretely for Chinese firms sesking
tolnvest Inthe US? To begin with,
Chinese firms need to consider
carefully whether they should
enter the US market via greenfield
Investments (which are generally
welcome) or MEAS,

There Is no doubt that MEAs
hawe lots of advantages. But MEAs
can ba highly visible, and they
are often followed by layoffs, a
particularly sensitive matter when
unemplayment Is figh. Maoreover,
M&As may be investigated by the
Committae on Forelgn Investment

Inthe Unitad States (CFIUS),

whisa terms of reference wara
strengthenad recently to require It to
Investigate, Inprinciple. all MEAs by
State-owned enterprises.

While most Chinese M&As In the
U5 are not rvestigated, when they
are, this can slow down transactions
and Imtroduce uncertainty. Moreover,
aven If CIFILS approves MiAs,
political opposition (as In the case
Inveéving China National Offshiore
0Oil Corporation) can cause Chinese
firms to abandon their efforts.

Two Implications follow from
this situation. First, If thera 1s
achoice between entering the
UUS market through greenfield
projects or M&As, the formar
are more advisable. Sacond, If
MEAs ara chosen, they need to be
prepared carefully — not only from
acommercial standpoint but also
from political and public relations
angles. Those navigating the
corridors of power InWashington
©an often benefit from the advice of

local intermediaries.

CFIUS s part of a highly
sophisticated regulatory and
Institutional framework that Involves
scores of laws that are of direct
relevance to forelgn Investors.
Chinese firms nead to b aware of
them and, like all firms, obey them
scrupulouskhy.

But prospering in the US requires
more than observing laws and
commerclal acumen. It also requires
an active effort by Chinese foreign
affillates to show that they make a
conftribution to the local community
through the creatlon of direct jobs
and Jobswith suppliers, through
particlpation Invarlous communal
undertakings, through joining local
buslness assoclations and so on.

Pursulng thesa strategies allows
forelgn affillates to create a dense
network of economic, soclal and
cultural Interactions and tles that
embad them and thelr reputations
In their communities and, aventually,
make them Insiders with a good

corporate brand name. In brief,
Chinese affillates have to show that
thay are good US corporate citizens.
OQvercoming the “Nability of
forelgnness™ (forelgners oparating
In aforeign market) Is not always
easy, espectally for firms that are
newcomers In the world Investment
market and hence are relatively
Inexperienced.And this particular
liability s accentuated In the case
of Chinese firms by the “liability of
the home country’, namely that, for
the reasons mentioned earlier, some
Chinese FDI Is considered with
susplcion In some quarters.
Overcoming these liabllities Is
cartalnly not an Impossible task.
It Involves a learning procass, It
raquires persaverance — and Itis
ultimately helped by the Intarest of
tha US to benefit from Chinase FDL
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