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No surprise that for many European businesses, often

faced with declining sales in their home markets,

China has developed into one of their most important

long-term opportunities.

At the same time, European companies believe that,

in order to be successful in China, they need to

establish a business entities in person.

In setting up business entities in China, companies

face challenges related to the local Chinese business

climate. Despite the fact that the Chinese government

has, over recent years, introduced many reforms to

simplify doing business in the country, China remains

a distant and complex market, with specific

institutional, cultural and historical features.

Breaking into the China market successfully can seem

like an almost impossible task to foreign companies

with limited or no experience of doing business there.

The aim of this EUTECH white paper is to highlight

some of the key challenges that European companies

face when entering the Chinese market for the first

time, and to offer some practical recommendations

that can be integrated into a company’s Chinese

market entry strategy and expansion plans in order to

be successful in doing business in the country.

In previous decades, China was one of the fastest

growing economy in the world. Nowadays, China is

the second largest economy in the world, and China is

destined to remain an engine of domestic and global

growth for years to come.

This ambition is also evident in Chinese government’s

recent 5-year development plan, which focusses more

strongly than ever on the need to develop the

domestic markets.

While economies worldwide are struggling due to the

Covid-19 outbreak, China is the only major economy

to have expanded in 2020, with a 6.5% GDP growth in

the final three months of the year.

This data alone shows the strength and agility of the

Chinese economy. While double-digit growth is not

believed to be realistic for the near future, it is still

estimated that the Chinese economy will sustain a

growth performance twice as high as that of the

European market.

Within China, rapidly changing demographics, rising

incomes, increased consumer spending and an

increasingly open business environment have all

helped to make the Chinese market increasingly

attractive to European businesses across a variety of

industries.
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The European Technology Chamber is a registered NGO, which enables

European businesses to use their technologies for the benefit of Europe

and mankind. The EUTEC Chamber has three major goals and believes

that technology is the answer to achieving each of them.

Competitiveness
Strengthen Europe‘s competitiveness
and transformation capabilities in its 

global positioning

Sustainability
Leverage innovation, key 

technologies and business 
opportunities to achieve 17 

UNSDGs

Growth
Build bridges to international 

markets and establish 
partnership for an inclusive 

growth
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Helping European companies to  provide a  soft landing in the 
Chinese market and building bridges between Europe and China 

using and applying the right technologies to develop more 
sustainable business.

Match Promote Soft Landing
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Achieving success matching 
European and Chinese companies

Helping European and Chinese 

companies to achieve sustainable 
development

Facilitating European 
companies to scale up in the 

Chinese market



A EUTECH White Paper serves as an informational document to share
knowledge, foster exchange and collaboration, and create value for our
advocates and the larger EUTECH community from society to businesses,
from industry professionals to technological innovators.

Sharing technology-driven solutions and methods to help solve some of our
most challenging questions on how we can improve our lives, providing
insights from engineers, experts, and researchers.

This White Paper is carefully curated in collaboration with EUTECH
advocates, supporters and contributors who share EUTECH’s vision and
values and is published by EUTECH Sections for educational and knowledge
sharing purposes.
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1. Understand the Chinese culture and business environment: Over the centuries China and Europe have

developed different cultures, norms and values. Any successful business relationship in China starts with

spending time exploring China’s culture, its norms and values, and, in particular, its business ‘dos’ and

‘don’ts’. Doing business in China is mainly about building strong personal relationships and leveraging

long-term commitments (Guanxi).

2. Be aware of the role of the Chinese government: The strong role of the government is deeply rooted in

China’s history and culture. Take your time to anticipate the government’s dominance, from central

planning at the highest level (e.g. investments), and to implement the various laws, rules and regulations

locally. Make sure that you include the right governmental connections in your local networks.

3. Develop in-depth market entry and go-to market strategies: Since doing business in China is for the long

haul, it pays to develop a thorough awareness of the local market structure and prospects. Map-out

potential competitors and developments in local consumer/customer demand. Such an in-depth strategic

approach to the Chinese market, with all its local differentiations, will pay off in the longer run.

4. Be ready to go digital: The Chinese economy, from the construction sector to healthcare, is very advanced

in using digital technologies such as AI and a wide variety of online/cloud based business models. Be very

much aware of this and positively engage in these opportunities, to not only be successful in China itself,

but with a view to potentially applying these technologies and business models in other parts of the

world.

5. Choose the right Chinese platforms: In view of the above, it is of paramount importance to invest in

choosing the suitable platforms for your B2C/B2B engagements which best fit your business (Baidu,

Tencent, Alibaba etc). Finding the right Chinese cloud service is crucial for obtaining sufficient access to

markets, customers, marketplaces, payment systems, etc.
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6. Understand regulatory issues: European companies should be aware that the Chinese markets

are highly regulated. Take the time to study the regulatory environment of your particular sector

and region of doing business.

7. Be aware of IP challenges: In China intellectual property rights are not always as protected as

they are in Europe or elsewhere. Therefore, it is important to pay attention to the setting up and

the protection of IPs, so as to avoid unpleasant surprises.

8. Create a well prepared and trained local team: Hire, as soon as possible, Chinese staff in your

local office etc. They know the market situation, the laws and regulations and how to do

business in China. Invest in the relationship with them, try to learn from them about China,

entrust them with responsibilities, etc., But also make them aware of your European business

standards, norms and values.

9. Look for long-term business relations: Envision the relation-ship with China as longstanding.

Don’t seek for ‘hit and run’ deals and instant success. Invest in long term relationships with your

local staff and business partners. Be prepared to dedicate sufficient time and financial resources

– as well as human resources - to your Chinese business.

10. Enter China with the right support: And finally, don’t go ‘on your own’. Enter the Chinese market

with the right kind of support. China is not Europe and doing business in China is different from

what you’re maybe accustomed to. Seek partnership with an organization such as EUTECH to

discuss, explore and plan the right landing zone for your business. Make use of EUTECH’s

facilities, and benefit from the rich Chinese expertise and experience of its members and

partners. Be successful. China is worth it!
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To set up the business in any country,
foreigners should understand the culture and

sentiments of the people of that country, and

this is even more important in China than in
other countries.

In China cultural differences extend beyond

matters of taste and understanding, and this
can make the difference between business

success and failure.

No aspect of Chinese culture counts more

than guanxi, the age-old practice of
continuously cultivating and cherishing

relationships.

In the Chinese business context, relationships are a form of social capital owned by business people and associated
with the companies they run, and this is something foreigners need to understand and accept if they want to be

successful in China.

Business people must have some sensitivity to the Chinese culture and how it impacts business. Hierarchy plays an
integral part in business culture in China, with leaders and managers being more distinguished than in many Western
countries.

Another important concept to master is “face.” Face represents a person’s reputation and feelings of prestige within
the workplace, family, friends, and society. In China, for example, not pointing out others’ mistakes and giving credit
for others’ good work are both good ways to help others save face.
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There is a substantial difference
in the role of the government in

Chinese businesses compared to

Western countries.

The Chinese government imposes
the rules stating what and how

products are designed,
developed, sold, and used in

China. Products must be
compliant before coming to the

market.

This can be an issue for many

foreign companies that are used
to following the rules of their

countries and this can also impact
the appeal of the country.
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Conclusion: to do business successfully in China, a company will most likely have to have some links with the right
Government officials. The bureaucracy involved in negotiating with the state can slow down the pace of business

ventures.

On the other hand, having the right connections with the government can make business run much faster and

smoother.

Although the Chinese government has tried in recent years to raise legal protections, making the business
environment more attractive to foreigners, having the right connections among public institutions would

definitely help to develop more successful business in China.



That´s why understanding how to enter the Chinese market is

the first step in successfully developing your brand, product, or

service in China. Part of this process is to determine your
business’ needs and create a tailor-made market entry strategy

for China, ensuring you have a strategic roadmap and kick-off
plan to match your business situation, competition, and long-

term objectives in China.

Having a real perception of the opportunities and challenges
within the Chinese industry is necessary to make informed

market entry decisions.

The high speed of development of consumer markets in 1st tier

cities such as Beijing, Shanghai and Guangzhou has led to a
saturation of these markets by a constantly changing

abundance of similarly-perceived products arriving from
around the globe.

To avoid this situation, the strategic set-up of your Chinese

market entry plan could include:

• Market Overview and Potential Assessment

• Benchmark analysis with business cases of successful
market entrants

• Concept and Consumer Experience Testing

• Consumer Segmentation

• Allocation of investment and implementation design

The magnitude of China and its size of the population means that opportunities are

really abundant for companies interested in entering this market. However, regardless of

the product category, a passive market entrance that relies only on the huge number of
potential consumers in China to attract to any and all products is no longer enough.

A strategic decision-making methodology is now essential for determining whether or

not to engage within China.
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China’s digital transformation is
touted by many economists and
trade experts to be the single
largest contributor to the
country’s potential GDP growth
between now and 2025.

That explains why many
companies in China are
transitioning from traditional
ways of doing business to the
more efficient digitized business
models.

This transition is precipitating
many changes, most notably the
adoption of a customer-centric
management style. Every seller
and manufacturer in China today
has been forced to engage the
end-user in every step of the
production chain.
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Business owners and CEOs in China are now realizing how important customer experience is in the
marketing strategy for all their products and services. For this reason, more than 80% of China’s digital
transformation is focused on making the customer experience better and more appealing.

For foreigners considering expanding their business to China, this seems to be a good time.

Access to the most modern technological infrastructure, digital marketplaces, big-data-enhanced
operations, increased focus on sustainable growth and competition based on innovation, are all major
positive developments that make China a favorable market, both for startups and established businesses.



Thanks to their efforts, the opportunities to increase sales for

companies via optimized customer experiences and embedded

entertainment for consumers have developed significantly.

The engine of growth in private consumption is the new generation of
Chinese consumers, which is characterized by a motivation to:

• spend more freely

• be sophisticated consumers

• use the internet daily to do any type of business from chatting to

buying items

In addition, the rapid expansion of platform-driven cross-border e-

commerce has offered opportunities for small and medium-sized
enterprises to participate in world-wide trade as well.

Five key trends driving China’s e-Commerce market are:

1. Chinese e-commerce shopping festivals

2. Consumption acceleration in the Chinese e-commerce sector

3. A new form of retail: online and offline integration
4. Digital payments

5. The boom of social media and e-commerce integration in China

Knowing these platforms, adapting to them and choosing the right
ones could be the key factor for European companies to be successful,

or not, in the Chinese market.

The ‘Great Firewall’ makes it impossible for Chinese people to use Western
platforms. This has resulted in a completely unique internet environment where

Chinese platforms dominate. You need to understand how to market your brand on

these platforms to succeed in China.

Over the years, the Chinese e-commerce market has changed a lot, revolutionizing
the traditional system for both consumers and sellers. The Chinese internet giants

have made a real run to become the best e-commerce platforms in China through
the development of cutting-edge technologies.
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Understanding government policy and regulations is crucial to
success in the Chinese market.

Although China’s entry to the WTO in 2001 helped to liberalize
China’s trade environment to some extent, many industries
remain heavily regulated.

There are still a lot of industries that remain off-limits to foreign
companies, and many industries where severe limitations remain
in place.

Any foreign company looking to set up local production in China
should first consult the China foreign investment catalogue,
which divides foreign investment projects into ‘encouraged’,
‘restricted’ and ‘prohibited’ categories.

Government regulations in China can very often impact
significantly the timeline and costs of market entry, and
companies are advised to examine the implications of such
regulations prior to committing to the market.

It is critical to spend time researching and understanding the
regulatory environment prior to making any decision to enter the
market. Having entered the market, it is equally important to
constantly monitor for any changes to legislation or regulations
and how these could affect your business.

Market research specialists and legal consultants can help
foreign businesses to better understand how China’s laws and
regulations should be interpreted.
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Over the past 40 years, China has established, and continues to improve a
modern IP system with Chinese characteristics. It has made remarkable

progress and secured historic achievements in various areas, including

legislation, enforcement and international exchanges and cooperation.

Today, strengthening the protection of IP rights is widely recognized in China
as the most important element for improving rights protection and a

fundamental incentive for enhancing the country’s economic competitiveness.

As China has transitioned from an export-based manufacturing economy to
one based on domestic services, technology, and industries, the IP policy

environment will play an instrumental role in incentivizing domestic R&D by

both public and private institutions.

Although there has been a remarkable improvement in delivering consistent
and reliable legal rulings on IPR-related cases, future challenges for China’s

IPR strategy will focus on ways to better increase transparency within the
regulatory system.

Additionally, it will be more helpful for future revisions to IP law to be driven by feedback and interests of IP rights holders and innovating companies to better
address international complaints rather than be driven by top-down policy directions from the central government.

China’s recent efforts to improve intellectual property rights protection domestically shows a significant shift from relying on imported technology and
innovation to prioritizing domestic innovation, but the challenge of creating a reliable and robust system of IPR protection will be paramount to the success of

its new economic growth trajectory.



One of the biggest determinants of a company’s ultimate
success in China is the quality of staff it employs. Very often,

the enterprise category will determine the human resources

available, and foreign companies tend to have greater
freedom with WFOEs (wholly foreign-owned enterprise) and

rep offices than joint ventures in this respect.

Chinese young professionals are both talented and highly

competent. The local universities are producing millions of
highly skilled workers continuously, not forgetting that China

has made it easy for international graduates to settle and

work in the country. Bilingualism is also notably on the rise,
with many Chinese now speaking Mandarin and English.

Another key decision to be made is whether to employ

expatriates in senior management positions or whether to
localize these roles. Employing expatriates tends to be seen to

offer greater operational control, although is also more costly
in terms of salary packages, relocation costs, insurance and

other expenses.

16

Moreover, most expatriate managers have a very limited local knowledge of Chinese cultural and business practices, and very seldom have the right Chinese
language skills necessary for dealing with Chinese companies on a day-to-day basis.

A key benefit of hiring a Chinese manager is the local market knowledge and deeper understanding of Chinese business, which they can bring to their role. Not
only are salary and insurance costs lower for local employees, but Chinese employees very often have existing contacts (‘guanxi’) with suppliers, customers and

local government authorities that can be fully leveraged.



So, a lot of time is needed to build a relationship with a Chinese business. It may take even
longer without the opportunity to meet in person.

You can’t rush into the transaction. It takes time to build personal trust and a strong
relationship which the Chinese refer to as guanxi.

While the relationship is in its early stages, a Chinese business person may ask you a

range of different questions that you may find personal or strange. Nothing is off-limits.
Your Chinese counterpart is gathering information and building the relationship with you.

Chinese negotiations are process-oriented, and hence they can take a long time. At the

first stage, your Chinese counterparts want to determine if the relationship can reach a

point where all parties are comfortable doing business with one another.

So, when negotiating with the Chinese, again, you need patience. If you’re willing to invest
time and money in the early months, you will hopefully enjoy a long-term beneficial

relationship.

Conclusion: procedures and business negotiations in China will take a lot of time, patience,
and money. Considering the role of hierarchy, guanxi, and long terms relationships it’s a

worthwhile investment to create a strong and dedicated local team.

Doing business in China often takes longer than it would in most Western countries. European companies often fail because they are eager to move ahead
rapidly, but it is typical in Chinese culture to establish strong relationships before closing a deal.

Therefore, it is important for Westerners to understand they may need to meet with Chinese business people multiple times before a business partnership or
deal can be made. If Westerners are invited for drinks or for a meal, it is vital for the development of the relationship to agree to attend.
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The challenges and difficulties in entering the Chinese market are many and
varied for foreigners, including language differences, the lack of access to a

business network, connections, and the local regulations on foreign investment

and setup.

Having someone trustworthy at your side n China, will help you to tackle many of
these factors more easily and increase the chances of your success.

In this regards, the European Technology Chamber (EUTECH) is an excellent option

to become your “China Buddy” since it helps European companies to create a soft
landing in the Chinese market, building bridges between Europe and China as

follows:

• Supporting European companies on their Chinese market entry, reducing

their costs and establishing better timing, looking for their first business
opportunities in China

• Strengthening European innovation capabilities by matching Europeans with
both public and private Chinese institutions.

• Promoting a cleaner and more sustainable way of doing business in China

This support offered by EUTECH helps to ease many things, including dealing with

authorities, avoiding time and money loses and providing immediate results and
business opportunities.

While entering China alone as a foreign company is possible, and given that the

legal and financial landscape has become friendlier in recent years, the barriers to
entry are still considerable. A local “Buddy” can help you to navigate these waters

and be an invaluable asset in the long run.

And no one does it better in China than EUTECH.

18



19



Europe and China are natural and longstanding
partners, complimentary in many aspects,

including with regards to the size and the structure

of their economies. The recent Belt and Road
Initiative further strengthens this complementarity

and connectedness between Europe and China.

For many European companies, doing business in
China is a ‘must’. For them, the question is not so

much, ‘should I land in China, or not?’ but much
more ‘when shall I go there and how should I do

it?’.

Clearly, there are obstacles in the way of achieving

success in China, but the potential rewards of
successfully navigating this apparently difficult

course are also immense.

‘In China everything is possible, but nothing is
easy’, proclaims an old saying. And indeed, doing

business in China is distinctively different from

doing business in Europe.

China’s business climate is different, as well as its
institutions, culture and history. It is of paramount

importance to understand these differences, and
be prepared to deal with them.

Making the first step into the Chinese market may
well be intimidating for many European
companies, with an almost endless series of
potential pitfalls.

Additionally, China is a country that is constantly

changing, and its markets are evolving more
rapidly than almost anywhere on earth. As such,
there is no one-size-fits-all approach through which
foreign companies should approach the China
market.

Each company’s China strategy is likely to be
informed by any number of different factors – from
industry sector, product type, company size and
culture, through to long-term business aims and
global corporate vision.

This EUTECH WHITE PAPER focusses on 10 specific
features of doing business in China that any
European company should be aware about when
approaching the Chinese market for the first time.

The paper identifies them, analyses them, and
gives practical advice on how to cope with them,
assisting companies to properly establish an
appropriate strategy for China.

In more general terms, we at the European
Technology Chamber stand ready to provide
European companies with advice and support to
doing business successfully in China!
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1. Kaplan Financial Education (https://www.kaplanfinancial.com/)
2. FDI China (https://www.fdichina.com/)
3. DAXUE Consulting (https://daxueconsulting.com/)
4. Asiatimes (https://asiatimes.com/)
5. GMA Ecommerce Agency (https://ecommercechinaagency.com/)
6. B2B International (https://www.b2binternational.com/)
7. Chinahands Magazine, Emily Lin (https://chinahandsmagazine.org/)
8. Zigurat (https://www.e-zigurat.com/en/)
9. Vara Allied (https://www.varaallied.com.au/)
10. Xinergy Global (https://www.xinergy.global/)
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