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Economists predict that China, 
India, and Brazil will collectively 
pump $1 trillion into the global 
economy in 2013 with China alone 
adding $788 billion.1 What role 
will new infrastructure play in 
that equation? 

A very substantial role. In September 
2012, the Chinese government announced 
a package of infrastructure projects—
highways, waterways, rail lines, and waste 
water treatment plants—worth more than 
$150bn.2 Not only did this announcement 
provide a boost to the Chinese economy, it 
also buoyed stocks throughout Asia.3  

After China’s successful introduction of the 
world’s longest high-speed rail line from 
Beijing to Guangzhou in December 2012, 
plans are now underway to link major 
routes to secondary lines nationwide. By 
2020, China will have 120,000 km of new 
high-speed rail lines connecting various 
population centers.4 

Meanwhile, a water infrastructure project 
is slated to build more than 2,500 km of 
canals to carry trillions of gallons of water 
across the country (for more on water 
infrastructure in China, see China’s War on 
Water Scarcity).

How will China continue to fi nance 
its new infrastructure?

The government is increasingly looking 
toward the private sector—both domestic 
and foreign—for investment and 
participation in a variety of infrastructure 
projects. These range from highways 
and ports to power plants, wastewater 
treatment plants, and even wind farms. 
The demand for capital continues to grow 
and the government welcomes foreign 
participation in the development of 
capital projects. 

What kinds of opportunities exist 
for foreign companies exploring 
capital project opportunities 
in China?

European and American companies already 
have a presence in China’s major coastal 
cities and provinces: Beijing, Shanghai, 
Hangzhou, Shandong, Guangzhou, and 
Fujian. Those cities encompass about 40 
percent of the population. However, very 
few foreign companies, if any, are operating 
in our secondary markets. Those are large, 
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populous inland cities and provinces, such 
as Shaanxi, Chengdu, Sichuan, and Hunan, 
which also require new infrastructure. 
These second-tier markets represent a 
different segment of the overall economy to 
foreign companies. Because these markets 
do not include global cities, land prices and 
wages are lower. But percentage margins 
are not necessarily lower.  

So it’s well worth their while for non-
Chinese companies to explore these 
secondary markets within China.  As 
wages and costs have risen in the coastal 
cities, a lot of multinational and domestic 
companies have opened manufacturing 
facilities inland, where they can rely on 
stable infrastructure. Not to mention 
growth rates approximately double the 
national average.5 

How best can a new entrant into this 
market smooth that transition?

I would advise any business new to China to 
partner with a local company. That would 
be an optimal way to navigate differences 
in the regulatory system, tax laws, contract 
negotiation, employment practices, and 
corporate culture. Even though the World 
Bank ranks China higher than countries 
like Canada, Germany, and Switzerland in 
terms of the ease of doing business, a local 
partner is still much better equipped to 
chart a path through the various business 
practices—at least at the outset.6 

This is also my advice for Chinese 
companies making outbound investments: 
begin with a minority stake in a local 
company to ease your way into the local 
business culture. 

Is outbound investment occurring 
more frequently now? 

Yes, that is another common business trend 
in China now. Outbound investments have 
increased tenfold in the past decade—
from almost $7 billion in 2001 to more 
than $74 billion in 2011.7 More recently, 
Chinese companies have expanded into the 
energy sector in South America. Chinese 
companies also have a presence in Africa, 
Asia, North America, Europe, the Middle 
East, and Australia. 

What role do public-private 
partnerships (PPPs) play in terms of 
non-Chinese companies entering the 
Chinese market?

We’re still in a very nascent stage as far 
as PPPs are concerned. We’ve heard a 
lot of academic discussions about the 
benefi ts of PPPs but actual adoption of the 
concept is still a few years away. For now, 
most contracts fall in the Build-Operate-
Transfer category. 

How long does it take for regulatory 
approval of a project?

That actually depends on the project itself. 
A project that spans the entire country, 
like high-speed rail, takes far less time to 
approve than a project at the provincial 
level that needs to be prioritized based on 
its importance to the province. Different 
projects have different approval thresholds, 
and these may range from one year to fi ve 
years, depending on their perceived benefi t 
to the local community. 

At the central level however, the 
government views a project through 
the prism of its importance to the entire 
economy rather than charting metrics such 
as fi nancial viability and rate of return 
solely for the project itself. The new high-
speed rail system is a perfect example. 

What advice would you give a 
Western company that has never 
done business in China about the 
opportunities that China offers? 

The market in China is extremely 
dynamic. First movers seize an array of 
formidable advantages—from accessing 
an increasingly wealthy consumer base to 
employing a highly skilled, motivated, and 
competitively priced labor force. 
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What contributions can Western 
companies bring to China?

Business practices in China are not as 
mature as they are in more established 
markets, so intellectual property 
protections, human capital management, 
quality control measures, brand 
management, corporate governance, 
research and development, and outbound 
mergers and acquisitions all represent 
areas in which Western companies 
can collaborate with the Chinese 
business community. 

What can Western companies learn 
from China?

Chinese business is very pragmatic; rarely 
do problems interfere with progress in any 
substantive way. Western businesses can 
learn from their Chinese counterparts how 
best to navigate thorny challenges, uncover 
innovative solutions, and implement those 
solutions cost-effectively. 

Wht contributions do Chinese 
companies bring to the rest of 
the world?

Given their global presence, Chinese 
companies are well placed to drive 
the modernization and refurbishment 
of infrastructure worldwide. Chinese 
companies are already able to devise 
effi cient, innovative, cost-effective 
products, while maintaining global 
standards of quality and technical 
innovation.

What can Chinese companies learn 
from their outbound experiences?

Chinese companies are generally 
impressed with—and willing to learn more 
about—high-quality production facilities 
and business practices. They are also 
interested in continually improving quality-
control standards. 

Long-term planning is another area of 
focus, especially as it applies to research 
and development as well as the product-
development pipeline. Chinese companies 
are keen to advance strategic thinking 
around product-development and 
retirement cycles.
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“Chinese companies are well placed to drive the 
modernization and refurbishment of infrastructure 
worldwide, given their global presence.”


