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Over the past half-century, globalization has dramatically 
changed the world economic landscape. In the earlier 
stages of this ongoing process, the Chinese economy 
benefited enormously as the country became the world’s 
largest consumer market and largest manufacturing 
workshop. In the late 1990s, out of a need for access to 
global resources and technologies, the Chinese government 
officially initiated its “Going Out” strategy, an effort to 
encourage Chinese companies to invest overseas. By 2012, 
China was ranked third in the world as a source of foreign 
direct investment (FDI). Approximately 16,000 Chinese 
investing entities had, by this time, established 22,000 
overseas enterprises in 179 countries and regions. 

The Chinese globalizers are a diverse group of companies: 
large state-owned enterprises (SOEs), backed by state 
capital, are mostly asset-driven, seeking access to 
resources and technologies; private companies are 
expanding globally to reach new markets and, increasingly, 
to acquire new capabilities. These companies all have 
different regional focuses and growth models (e.g. 
acquisition-led versus organic), depending on their strategic 
agendas.

Not surprisingly, these early Chinese globalizers have faced 
complex issues and formidable challenges not seen in the 
domestic environment. There have been a few successes, 
yet many Chinese globalizers—particularly those that are 
inexperienced—have encountered extreme difficulty and 
sometimes even failure.

Each industry and company encounters its own 
challenges on the path to globalization, but they also face 
many common issues: for example, how to establish a 
“management system” for an overseas entity; to whom to 
entrust the running of it with what level of delegated decision 
rights; how to integrate different cultures; how to resolve 
conflicts in style among members of new executive teams; 
how to acquire and retain foreign talent; how to resolve 
issues with local unions; and how to address pragmatic 
questions about workplace language and titles. This report 
frames these issues within an operating model that includes 
Culture, Governance, Processes, and People—all areas to 
which successful globalizers must give careful attention.

This report is a continuation of the Corporate Global 
Citizenship Challenge study; its objective is to identify 
challenges, synthesize best practices by Chinese 
globalizers, and thereby help to build a platform and 
programmes for sharing and learning.

Olivier Schwab 
Executive Director, 
China, World 
Economic Forum
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Despite the global economic and financial crises 
of recent years, corporate China continues its 
push for globalization. China now ranks third in the 
world for outward FDI (2012 data), with its fastest 
revenue growth over the period 2008-2012 coming 
from operations in North America and Europe. The 
top Chinese multinational corporations (MNCs) 
are increasing their overseas assets and overseas 
employment at rapid rates, and are seeing greater 
revenue increases from overseas operations than from 
their Chinese counterparts. 

Moreover, today’s Chinese globalizers have even 
more aggressive plans for geographic and functional 
expansion in the near future. A survey by the World 
Economic Forum and Strategy& (formerly Booz & 
Company) of 125 leading Chinese globalizers shows 
that in the next five years these companies are 
planning to expand in virtually every region of the world 
and to extend their functional footprint outside of China 
as well.

Our research on the success of leading Chinese 
globalizers has also found, however, that increased 
effort at globalization does not necessarily lead to 
increased output. Furthermore, companies with 
similar, perfectly sound globalization strategies do not 

necessarily achieve similar results. What distinguishes 
a group of companies, which the report identifies as 
“Chinese Globalization Champions”, from the rest of 
the pack is their ability to systematically tackle various 
operational challenges in the globalization process.

In analyzing these challenges and how Chinese 
Globalization Champions overcome them, we 
developed a reference framework for a global 
operating model with four building blocks: Culture, 
Governance, Processes, and People. Successful 
execution in these four areas, in turn, allows 
Chinese Globalization Champions to address 
three sets of polarities or tensions that challenge 
all globalizing companies: Home Country & Host 
Country, Consistency & Innovation, and Control & 
Empowerment.

Our research on how Chinese Globalization 
Champions successfully manage these three polarities 
in their operating models reveals several best practices 
in the areas of Culture, Governance, Processes, and 
People from which other Chinese globalizers can draw 
lessons.

For Chinese companies setting up global operations 
for the first time, the initial challenge has always been 
overcoming cultural divides, stereotypes, and mistrust 

Executive Summary
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between Chinese and foreign personnel in order to 
create a harmonious and effective work environment. 
Another important cultural issue for many Chinese 
globalizers involves innovation, which has been a 
hallmark of their success in domestic markets that 
they want to transmit to the global organization. Best 
practices in the area of Culture are: developing globally 
consistent values and behaviours, making strong local 
commitments, and implanting innovation genes.

Governance—essentially the art of balancing control 
and empowerment—is a critical aspect of any 
operating model, and managing a globalized company 
adds much complexity to the challenge. Critical issues 
include maintaining sufficient control over a far-flung 
global organization while empowering the overseas 
management team, designing the organization for 
these purposes, and executing them at the operational 
level. Best practices in the area of Governance are: 
empowering the overseas management team and 
building channels for rapid communication.

A major challenge in global operations, which have 
much more complexity and uncertainty than domestic 
ones, is to strike the balance between consistency and 
innovation, and between empowerment and control, 
in order to enable adaptation and responsiveness 
to overseas markets with minimal risk. Globalizing 
companies face decisions about to what extent 
processes should be standardized or made flexible, 

and how to guard against the risks of too much 
flexibility. Best practices in the area of Processes are: 
pushing for standardization on a global scale, allowing 
for flexibility in a controlled way, and implementing 
rigorous risk control mechanisms.

Along with Culture, no component of the global 
operating model framework we are describing here 
is more important for managing the tension between 
home country and host country than People. This 
poses important questions about assembling global 
and local management teams, the right balance 
between local and expatriate employees, and issues 
such as compensation and career development. Best 
practices in the area of People are: developing global 
teams from the very top, hiring and incentivizing local 
talent, and providing development for expatriates and 
deploying them on local teams.

Today’s Chinese globalizers face certain collective 
challenges arising from the unique historical context of 
their globalization efforts. Yet, every Chinese globalizer 
also faces its own unique set of operational challenges 
that it must address in its own unique ways. Thus, it is 
important for companies to customize their solutions 
to their major operational challenges, while also taking 
a holistic approach by implementing the full range of 
best practices designed to deal with the particular 
operational polarities that pose the biggest challenges 
in their business context and stage of globalization.
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One factor distinguishing these globalization champions 
from their peers is that they are far more likely (53% vs. 
8%, respectively) to say that they have “systematic and 
comprehensive strategies concerning when, where, and 
how to play in the global marketplace”. Yet our research 
also shows that strategy per se has no more direct bearing 
on outcomes than does the level of effort expended in 
globalization. Very often, companies in the same industry 
pursue similar, seemingly sound strategies but obtain 
quite different results. Senior executives whom we have 
interviewed at champion companies have repeatedly told 
us that “strategy matters, but only if the company has the 
operational capability to execute it” or that “competitors can 
copy our strategy but they will not be able to paste it”.

The importance of execution and the 
operating model 

If neither the amount of effort expended nor the particular 
globalization strategy followed has any significant bearing 
on results, what does distinguish champions from other 
Chinese globalizers? Our comprehensive research has 
revealed that where champions really outpace their peers 
is not in effort or strategy but in execution, their ability to 
systematically tackle various operational challenges in the 
globalization process. In analyzing these challenges and 
how champions overcome them, we developed a reference 
framework for a global operating model with four building 
blocks: Culture, Governance, Processes, and People.

–– Culture involves how people in companies think and 
act, both internally and externally, in keeping with core 
values, vision, mission, and codes of conduct.

–– Governance issues include the global organization 
structure, global controls framework, decision rights, 
information flows, and reporting models.

–– Processes refer to how operations are run in the 
global business and include matters such as process 
standardization vs. customization, global infrastructure, 
and systems.

–– People issues include leadership/management styles, 
talent management strategy (recruitment, development, 
and retention), and performance management.
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Long before it embarked on its globalization path, Huawei 
spent time standardizing its various business functions and 
optimizing many of the processes along its value chains. 
The company spent tens of millions of dollars and enlisted 
the help of leading consulting firms to optimize its integrated 
product development process. In similar fashion, Sinohydro, 
in one of its most important operations improvement 
initiatives, spent two years, with the participation of 
thousands of employees, on a project management 
standardization exercise for its overseas business. Tasly 
has made a huge push to standardize its systems and 
processes so as to meet international standards all along 
the pharmaceutical supply chain. 

Allow for flexibility in a controlled way

Flexibility is a necessity for global operations success. 
Overseas environments are unpredictable, and local 
management has a better understanding than the corporate 
center of local conditions and how processes may have to 
be altered to adapt and respond to them. Over 50% of the 
champions indicated that they would flex their processes, 
procedures, and business rules in order to cope with 
local business conditions, about the same percentage as 
indicated by their peers. What distinguishes champions from 
the rest of the pack, as in-depth interviews have revealed, 
is that the champions do not take short-cuts in a random 
or impromptu fashion. Scenario planning is widely utilized in 
champions’ process design exercises, and the parameters 
for making process short-cuts are well defined in operations 
manuals before the need for flexibility arises.

When Sinohydro developed its operations manual for 
project management, it went to great lengths to lay out all 
the possible scenarios in every step of the project lifecycle 
as well as the corresponding authorization structures, 
escalation processes, and contingency plans. The manual 
was then circulated and the processes and procedures 
implemented in the overseas business units.

Implement rigorous risk control mechanisms

Empowerment in governance and flexibility in processes 
without necessary risk control is a classic recipe for failure, 
as demonstrated by several overseas operations scandals 
at Chinese globalizers in recent years. Not surprisingly, 
champions are far more aggressive than others about 
developing risk control mechanisms, even before they set 
foot in global markets. Nearly two-thirds of champions 
report that they have embedded risk control mechanisms 
in their overseas operations processes, while fewer than 
half of other Chinese globalizers say they do. The risk 
control mechanisms of champions are very comprehensive, 
addressing not only operational risks, but also financial, 
political, social, and environmental risks. All the champions 
we interviewed have dedicated risk management staffs, 
conduct annual auditing on a global scale, and constantly 
refresh their risk mitigation plans. 
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Today’s Chinese globalizers have come onstage at a time of 
enormous opportunity, but most have a great deal of work 
to do in order to take full advantage of their opportunities. 
Working in their favor are tremendous ambition, valuable 
experience serving a large and diverse domestic market, 
and, in many cases, a proven talent for innovation. Yet 
having embarked on the path of globalization at this 
particular moment in history, they face unique and daunting 
challenges in a global marketplace that is highly evolved and 
fiercely competitive—not the friendliest of environments for 
relatively young companies from a country still relatively new 
to the free market system.

Conclusion

Operational challenges in historical context: Chinese globalizers vs. their 
Asian predecessors

Today’s Chinese globalizers do face certain collective challenges arising from the unique historical context of their 
globalization efforts. Understanding this context helps clarify those challenges and illuminate certain fundamental 
lessons from the best practices of Chinese Global Champions. This section attempts to make a brief comparison 
between the circumstances in which corporate China is now building (and attempting to build) globalized 
organizations and the very different conditions faced by China’s Asian predecessors at the beginning of the current 
wave of globalization.

The world in which companies from Japan and Korea began their globalization process 30 or more years ago was 
one in which the current wave of economic liberalization and the phenomenon of “globalization” itself (at least in 
its late-20th century version) were relatively new. Companies served primarily domestic, often protected, markets 
in systems of managed competition, and global competition barely existed in many industries. With the IT and 
communications revolutions, which have done so much to enable globalization, still in their early stages, products 
were highly standardized and consumers—with many fewer choices than they have today—were much less 
demanding. Japanese and Korean companies were motivated to globalize to gain access to the natural resources 
that they lacked and to reach larger markets.

Today’s Chinese globalizers, by contrast, face an environment in which globalization itself has advanced to a degree 
scarcely imaginable a few decades ago. Open markets, intense global competition, and demanding consumers 
accustomed to ever better, cheaper, and more innovative products have created a far more challenging playing field 
for new globalizers than the one their predecessors encountered. Yesterday’s Asian globalizers, moreover, were 
entering the global marketplace at a relatively mature stage of their development, and a less demanding environment 
for globalizers enabled them to develop the skills needed for globalization at a measured pace. Today’s Chinese 
globalizers, by contrast, are relatively young companies that must be able to compete in the global arena right out of 
the gate.

To be sure, today’s Chinese globalizers enjoy certain advantages over other countries that are still relatively new to 
the global arena. China’s immense and diverse domestic market, with fast growth in all industries (though unstable 
demand in some), has accustomed Chinese companies to serving a wide variety of consumers. Competition in the 
domestic market from MNCs since the opening of China’s markets to the world has forced Chinese companies to 
learn what it takes to compete and survive in today’s global marketplace. The Chinese capacity for innovation is a 
critically important advantage in China’s globalization toolbox.

Still, the differences between today’s global environment and that faced by early Asian globalizers create much 
greater challenges for today’s Chinese globalizers than those encountered by their predecessors. In particular, 
China’s globalizing predecessors did not have to worry so much about balancing the competing demands of home 
country & host country, consistency & innovation, and control & empowerment. The home country/host country 
was much less of an issue when products were standardized, markets were more uniform, and issues such as 
sustainability were not yet on the horizon. Without as much need to innovate and adapt to local markets, globalizers 
could emphasize consistency over innovation and control over empowerment.

In short, today’s Chinese globalizers do not have the luxury of being as single-minded as their predecessors were 
before yesterday’s choice of “either/or” became the requirement of “both/and.”

The research we have presented in this article should, 
however, come as good news to Chinese globalizers still 
struggling to find their footing in this new environment.  
The best practices of the Chinese Globalization Champions 
offer a clear path to mastering the major complexities and 
tensions of the globalization process in today’s world. 
By adopting and perfecting best practices in Culture, 
Governance, Processes, and People, today’s ambitious 
Chinese globalizers can learn what they most need to know 
to compete in global markets.
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Endnotes

1 A list of the top 100 Chinese MNCs is published annually by the China Enterprise Confederation.

2 For a description of the survey and its methodology, see appendix 1.

3 For a more detailed explanation of how we have constructed the Globalization Endeavour Index, see appendix 2.

4 This scatter plot shows no correlation between the Globalization Endeavour Index score of the top 100 Chinese MNCs for 2011 
(the x-axis) and overseas revenue growth from 2011 to 2012 (the y-axis). In more than 300 such analyses, similarly uncorrelated 
results for overseas or Chinese revenue growth (2012 over 2011, 2011 over 2010, CAGR 2010 to 2012) demonstrated that glo-
balization effort has little or no impact on these indicators of business success.

5 Source: http://www.neusoft.com/about/1271/ (accessed 16 March 2014).

6 Huawei’s “Basic Law” is a document consisting of 103 “articles” covering everything from basic company objectives and core 
values to strategy, functions, policies, and codes of behaviour.

7 Xudong Gao, “Effective Strategies to Catch Up in the Era of Globalization: Experiences of Local Chinese Telecom Equipment 
Firms,” Research – Technology Management, January–February 2011, on the website of the Industrial Research Institute,  
http://www.iriweb.org/Public_Site/RTM/Volume_54_Year_2011/Jan-Feb2011/Effective_Strategies_to_Catch_Up_in_the_Era_of_
Globalization.aspx (accessed 19 March 2014).
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