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LETTER FROM THE RESEARCH TEAM

The Chinese Executives Survey is a research project launched by the faculty team of China Europe International Business
School (CEIBS) every year. This is the second year. The purpose is to better understand the business environment and
business challenges of Chinese companies.

The survey covers a broad range of questions, including company information, financial performance, business strategy,
human resources, marketing and competition, challenges and business outlook. It is to be conducted annually among CEIBS
alumni and EMBA students.

At the end of October 2011, all CEIBS alumni and EMBA students were invited to anonymously answer an online
questionnaire in Chinese with the help of the Alumni, EMBA and EDP Offices. The responses were received during the
period from the end of October to the end of November 2011. In total, 348 respondents completed the survey. Of those
that participated, 68 percent identified themselves as senior-level manager, 59 percent identified themselves as department
director or functional leader. About 92 percent of the respondents have more than 10 years of working experiences, and 78
percent of the respondents are male.

Respondents' Area of Responsibility

R&D VP/director/

Finance VP/director/ manager, 1% Other, 11%

manager, 5%

Sales VP/director/
manager, 4%

Marketing VP/director/

manager, 3%

CEO/GM/Owner/Partner,
41%

Manufacturing VP/
director/manager, 1%

HR VP/director/manager,
4%
Project manager/
business development
manager, 3% VP/vice GM/director/
assistant of GM, 27%

The ‘Other’ category includes sales representatives, COO, senior manager, etc.

We would like to thank all who have helped with this research. Firstly, we would like to thank CEIBS for its official support.

We would also like to thank the Alumni, EMBA and EDP offices for their help. Last but not least, we would like to express

our appreciation to all alumni and EMBA students who responded to the survey. This research would not have been so
successful without them. Our gratitude goes out to you all.

CEIBS Research Team,

Jan, 2012
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Prof. Juan Antonio Fernandez

Prof. Dongsheng Zhou

Lijia Chen

Junjun Li

The Research Team

Dr. Juan Antonio Fernandez is Professor of Management at China Europe International
Business School (CEIBS), in Shanghai, China.

Prof. Fernandez has co-authored six books: CHINA CEO, Chinese SOEs Reform, China CEO:
A Field Guide, China (Foreign) Entrepreneur, Chinese Entrepreneurs, and 2010 Doing Business
in China Survey. He has given presentations about his Chinese research in U.S.A, India, Japan,
Korea, UK, France, Italy and Spain.

Dr. Dongsheng Zhou is Professor of Marketing and Associate Dean (in charge of Alumni) at
CEIBS. He is also the academic director of SEPC, a joint executive training program with Harvard
Business School and SEM with Tsinghua University. Dr. Zhou received his Ph.D. from the Faculty
of Commerce and Business Administration, University of British Columbia (UBC), Canada.

Dr. Zhou's research focuses on marketing strategies, game theory, MNE strategies in China and
China's private enterprises. His research has been published in the Academy of Management
Review, the International Business Review, International Marketing Review, and others. Dr. Zhou
has conducted consulting services for a number of firms (e.g., IBM, DuPont).

Lijia Chen is Research Associate at CEIBS. She is also Research Associate in Singapore
Management University. She got her Master of Management from Tongji University.

Her research focuses on the quantitative methods in management, Chinese management
systems, and business environment in Singapore’s service industry. She is involved in writing
books on Social Security Management. Her research has been published in the Journal of
Money China, and others.

Junjun Li is Research Assistant at CEIBS. She got her Bachelor of Art from East China Normal

University.

Her research focuses on marketing strategies. She has written several cases and been involved

in various consulting projects.

07 X Elfs TE5BE 2012 hE & iFZE

CEIBS 2012 Survey: Challenges and Success Factors for Chinese Companies




SE—ab5r

Section |

ey | 3
AEE=

COMPANIES INCLUDED

EXMANBTESREFEMATEARER, BEFEZERBTRESRAENATNEE. AF
mnT

BEBFTEE™

RY 3T H 8]

HEENGRIHNE

BicEMEE

ERLEES) - #iElSERSL, B2B & B2C

This section details the following information about the companies that participated in the
on-line survey:

Location of companies’ headquarters in China

Years of operation

Number of employees in China

Legal form

Business activity in China: manufacturing or service, B2B or B2C

The purpose of this section is to give a general overview of the type of companies included
in the survey.
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KEHZVHABIMILTF 1990-1999 F 78] (36%) M 2000-2010 FZ 8] (37%). (FI.1)
Most of the companies in our sample were established either between the years 1990-1999 (36%) or between the years
2000-2010 (37%). (Chart 1.1)

Chartl.1 BIATIRILTFW—F? (N=344)
When was your company established?

197982
Al Bef m1979
In 2011, 2% o ’
13%
2000-2010, 1980-1989,
37% 129%

1990-1999,
36%

31% BRIFATRDEIRT LR, 16% RITILRE, 10% RIT 17, 10% RE &R (REIEFRID. (¥1.2)
Of the companies surveyed, 31% have their headquarters in Shanghai, 16% in Beijing, 10% in Jiangsu and 10% in
Guangdong (excluding Shenzhen). (Chart 1.2)

Chartl.2 BATEIPRAEW—E ()2 (N=341)
The headquarters of your company is located in?

&= /Answer A% /Response EEfl /%
3% Shanghai 107 31%
1t= Beijing 54 16%
173 Jiangsu 35 10%
I %k Guangdong 33 10%
&1l Shenzhen 24 7%
T Zhejiang 19 6%
&7 Hong Kong (S.A.R.) 10 3%
L Anhui 7 2%
XKiE Tianjin 7 2%
/X Chongqing 6 2%
LLIZR Shandong 6 2%
91| Sichuan 6 2%
Hfth Other provinces 27 7%

“Hiph” w45 : ©R, #dt, #E%. The "other" category includes: Gansu, Hubei, and Hunan, etc.
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42% NZIHFAT) (144 1) B 1-500 MR, HRAY58% (197 ) ARTAHGEET 500 ARVEL . 1XKB 7 HAIEHE
AP RE/NR I HERIITD M. (R I1.3)

Amongst the companies researched, 42% of them (144 respondents) have 1 to 500 employees in China. The rest, 58%
(197 respondents), are organizations with more than 500 employees. This means that our sample shows an almost

equal balance between SME (small medium size) and large organizations (Chart 1.3).

Chartl,3 JRAFEZLRT? (MRBATRIINGFMTFLEWHERZENW, ZEEIPRAE
hEFGZITHE. ) (N=341)
How many employees does your company have? (If your company is
foreign-owned or Joint Venture, just indicate the employee number in China.)

& T# Employees [51% Response %
1-500 144 42%
>500 197 58%
S TOTAL 341 100%

REHZIHEWNBICEMERIARE R (33%) MRHBIRAE (24%). (F1.4)

Regarding the legal form adopted (Chart 1.4), the majority are private enterprises (33%) and non-state shareholding (24 %).
(Chart 1.4)

Chart1.4 BRASBRINEICEMERR ? (N=346)
What is your company's current legal status?

528 (FEX ’E
- BAA. HE Other, 1%

EBENERERE
#. N ABHRAL z State-owned or State-
A holding, 19%
Hong Kong/Macau
company, 3%

ShE R Ll

WFOE, 4%
PHAFEENL
W, 13%

BAHRAE (R
=)

Non-State
Shareholding, 24%

RERY
Private enterprise, 33%
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53% HIZiFERERS L, 47% PIZiHEREHIE . (N=348)

53% of the respondents declared that the main activity of their companies is in services, 47% in manufacturing.

RIS H—L o T HIGEWEWAES T, BI=203@WRRIREHIE, BEEEMIULSE.

Chart 1.5 reveals more specific information on the type of industry. The top three main manufacturing industries are
machinery & equipment, light consumer goods and automotive.

Chartl.5 BRASFIBATITILE
What is the main industry you are active in?

Z 2 /Answer AZ{ /Response

A R HIE 31
Manufacturing of Machinery & Equipment (excluding instruments & lab equipment)

RIVESZm (HERET RARR. A, BiTE. RES) 22
Light Consumer Goods (consumer electronics, household appliances, toys, bicycles, furniture, etc.)
5% Automotive 19
BERE. ITENREMBFRENHEIE (B4) Telecommunication & IT (hardware) 18
Ak &R, BRI Chemical, petroleum, gas 15
#285 Pharmaceuticals 15
7543, BRZEE. FZZE Apparel & Toiletries (Clothing, accessories, toiletries, and etc.) 13
REIERINT. BEFXESIE Food & Dietary supplement 8
BN EARTLIE

Construction and Civil Engineering(incl. materials of construction and building) 6

ErREREEFESR (FEEHM)

Medical Equipment & Health care Products (Excl. Pharmaceuticals) 6
BB, MRS R KRAEF=FL R Energy & Utilities (Power, Gas, Water and etc.) 6

Ee2RE. ARERABNEL, FEREY MHm

Material & Commodities Production (Steel & Metals, Plastics) 3

INBRNRR M T3 B HIE

Manufacturing of Testing Measurement & Scientific Instruments; Laboratory equipment 3
i5RE Shipbuilding 4
TRIEEZ fn FMCG 3
KAl (. Al XAS. 2FFFEEEFR) Mining 2
$kE&. Hthik Railway & Metro 2
XHARBRmEEIE

Entertainment & Educational products (books & magazines, DVDs, CDs, games, and etc.) 1

Em (BEFER. KR Bl ks JES)

Luxury (watches, fashion, jewelry, cosmetics, wines, etc.) 2
EFRFEME R F BN T Waste Management, Recycling & Clean Technologies 1
Hfth Other 18

“Hib” 9% |k, IBERP, BT,

The "other" category includes: battery material, environmental protection, electrical products, etc.
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RS ENIMEI=BFEEF T ATITE, S/LRBI=. (F1.6)
Regarding service (Chart 1.6), the most common activities are wholesale and retail, financial services and real estate.

Chart1.6 FTATHRMHIRSZEE=RMH LK
What is the main type of services that your company is providing?

Z 22 /Answer A#{ /Response

HZFIFE Wholesale and retail

26
4R Financial services (Banking, insurances, investment, etc.) 19
[Eith7= Real Estate 15
& (6kEE. ADRIR. AEZ) Consulting (Strategy, HR, legal, investment, etc.) &
TFEFMRit Engineering & design 5
{4 Software .
#H O8R5 Trading Export/Import 9
R4ER, EEFES (BtoB, BtoC) Internet, and E-business(B to B, B to C) .
izt G Distribution and logistics 5
%085 Education .
NKRS, T4, IR, HiRE PR, advertisement, media, publishing, etc. e
EJr 24 Medical and wellness 4
FB{SPRSS Telecom services 4
TiEiEE (ZS. k1. EIg. HHA%E) Transportation (Air companies, bus, train, etc.) "
{£78. &IX. 125 Restaurants, bars, entertainment :
Jiih% Tourism 19
Efth Other

“Hih” 815 : FARRS , HFEE ITRESE.

The "other" category includes: Technical services, investment management, IT service ,etc.

68% HIZIFENZEFZ2EWERF (B2B), 32% NZIHENZEFZMNAZF (B2C). (N=348)

68% of the respondents indicated that their majority of their clients are other businesses (B2B), and 32% are consumers
(B2C).
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Section Il

Ml 453 59k bk
BUSINESS PERFORMANCE
AND CHALLENGES

HEXERSY, EEULTHSS5RAMNASILE, BMfRREIENSEE, LRI XE
Phik. TERAFTOT :

P ETHE RS
PETIHHEWA - TELURIE

=FE

ARHAE
BRIAEIEE HIH 3 E B RE LR ST RerI X 5
ARILERHEIGI P

BRI =

This section gives information about the business performance and the challenges faced by
the companies interviewed such as:

Confidence in the Chinese market

Sales revenue in China - past and present

Profitability

Future expectations

Major difficulties of running their businesses and possible solutions
Main challenges expected in the coming years

Success factors

The purpose of this section is to understand the major problems faced by these companies
and how they respond to them.
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1. 0BS5S 2011 &E WS

Confidence Index and Business Performance in 2011

REDZIDABIARKEFENZERZREED. 2011 Fb(IEPEHH KRS T FEMHEEWNNFE. FEEE,
APANEFEXNZXMHIE EEEESKT, XREEE—MERMNSEENLAERAMEIF D BRI . S
ANTFEBNMBRHISRNMMAZR, BT NE, Bx0kk, B8, BEASSEHEEWEPEHZ L
NEFNENEE. BRELELITERBATZ . RMBMSURASRAN LikEPE B RETRALE, HEKR
RELOEOOH, HRURECRERIEERE.

The majority of the respondents are very confident about their future in China. They make substantial revenues in the
Chinese market and healthy profits. According to them, the key success factor in developing their businesses in this
dynamic market place is to have a qualified management team and invest in innovation/R&D. Excellent HR management
for example good performance and incentive systems, strong company culture and values, recruiting, training and
retaining key employees, are essential factors in outperforming the competition in the China - yet they are difficult to
execute. Rising cost in labor and raw materials indicates the lost of cost advantage and forces them to shift focus to
innovation/R&D and other value-added activities.

RISKIR, REMZIDABXIARNRK, THERK 5 FEPEMEZE, LEREELD. (RI1.1)

Broadly speaking, most of the companies interviewed remain confident about their future in China, especially over the
next five year period. (Chart 11.1.1)

ChartIl.1.1 @EFHARASIERAELURKE 5 FHEESIFEHIG? (N=348)
(0 RFAFFEW, 5 KRPHE, 10 KFRIFFEFW)
How confident are you that your operations will be successful in the next
year, and in the next 5 years?
(0-very pessimistic, 5-neutral, 10-very optimist)

10
9 -
8 - 7.24
7 - 6.61
6 -
5 -
4
3 -
2 -
1 -
0 - :
B RERE
In the next year In the next 5 years
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50% HIZIHAT] 2011 FHEWNTE 4.99 ZARTLLT, 26% 15 {25 49.9 Z ARMZI8), 19% 7E 50 122 500 {Z AR
mziE, RE 5% HNAEHEERAKRT 50012, (F11.1.2)

Regarding their sales in 2011, 50% of the respondents declared annual revenues of up to 499 million RMB, and 26%
declare revenues between 500-4,999 million RMB. Only 5% of the companies noted more than 50 billion RMB of
revenues (Chart I1.1.2).

Chartl.1.2 T2 T 2011 FHIHEWATITHIFES (N=344):
Your company's expected sales revenue in 2011 is:

KFs00{Z
SFAARMLT
More than 50 billions RMB, — Less than 50 millions RMB,
501Z - mxi% 14%

5,000 -50,000 millions
RMB, 19%

STFH—4.99{Z AR
50 to 499 millions RMB,
36%

S{Z -9 ARHRLLE
500 - 4,999 millions RMB,
26%

2011 &, 75% HIZIHA SRV EWNLL 2010 LN (33%) ZE KIBIEAN (42%). KREHA IV RKFRUSE,
12% MR SIRVEHERNS 2010 FBLLRED (7%) sE KRR (5%). (F11.1.3)

75% of the companies we interviewed had, in 2011, higher (33%) or substantially higher (42%) revenues than that of
2010. Most companies in our sample were optimistic about the future and 12% of the companies had lower (7%) or
substantially lower (5%) revenues in 2011 (Chart 11.1.3).

ChartI1.1.3 TF2AF] 2011 FEHEWATRIEAELL 2010 £ ? (N=345)
Your company's expected revenue in 2011 compared to 2010 is?

45%

42%

40%
35% 33%
30%
25%
20%
15% 13%
- . i

5%
. |
.

KIEFAE (Bid15%) BHE (2%-15%) HEAEFFT(-1.9%1.9%) 7% (2%-15%) KIBRE (Bid15%)
Substantially lower (Less Lower (From -2% to -15%) Almost the same (From  Higher (From 2% to 15%) Substantially Higher (More
than -15% ) -1.9% to 1.9%) than 15%)
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BREZHHIZIHAT] (83%) 2011 FERBRFAY. 10% KEIMSFE, 1B 2% LIMKESTR:. B, B 29% HIATHY
EFFBT 15%. SRR, SIHATEFEDHNERFAMERGT. (FI.1.4)

The majority of companies in our survey (83%) made profits in 2011. 10% broke-even whilst only 2% of the
respondents declared substantial loss. On the other hand 29% of respondents stated profits of over 15%. As a whole,

it is clear that the Chinese market environment is very profitable for our sample companies (Chart 11.1.4).

Chartll.1.4 BAT)E 2011 FHIFTHAERFIERZ ? (N=347) :
Your company's expected profitability in 2011 is?

60%
54%
50%
40%
29%
30%
20%
10%
10%
5%
- had
o% bl
KIESH (Bid15%) iR (2%-15%) W ST Rl BF (2%-15%) KigRF (Bid15%)
Substantial loss (Less  Loss (From -2% to -15%) (-1.9%-1.9%) Profit (From 2% to 15%) Substantial profit (More
than -15% ) Almost the same (From than 15%)

-1.9% to 1.9%)
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1.2 Bk SR DA =

Challenges and Success Factors

REDZIHAEE 2011 FEXHIPELS 2010 FH. ANKEZRNAREZOM. DHKR, RIRDERS, £
NFERMNERE—EEE, MR IEBHTEINERBER . XEELEATHR TEIMIRIE. RTANEER
EERE, AERENEMRINTES . EXADRATRM RS LKRIER, PEASFEEIRKNMSELINITZS S
Bif, AEEEBEZIHATIANALREEMEL. (F1.2.1)

The majority of the companies that we interviewed faced the similar challenges in 2011 as in the 2010 survey. HR
management continues to be the top issue. In general, employee turnover is high, there is difficulty in consolidating
them into their roles, and demand for frequent training of incoming employees is high. This creates an extra burden
on companies. Apart from the HR problem, competition is seen as fierce by our respondents. While the cost of labor
and raw materials is rising, Chinese companies need to find other ways to compete other than competing by price.

Corporate governance is also a major problem for all companies interviewed. (Chart 11.2.1).

Chartll.2.1 #HHRMEELRES, FATHEHIGEEMF PR EERPAEPLES®E
What is presently causing you the most difficulty in running your company?
0 50 100 150 200 250

i 1 1

ANBE | 216
Finding and retaining human resources —
-a 378 161
Flercs compatition _
AEAE 137
COmOraDs SOVEraNcS _
FENAELH oa
Rising labour cost
A R H M & e &

Financing difficulty and other finance problems

BB E

Government policy & legal environment

R E 4 L 3K

Rising raw material prices

Tidei. 8T F—EAGERMER

Unclear, changing and inconsistent laws and regulation

S EREH 5 EE
Fragmented distribution

ARMFE
RMB appreciation

IRMETESME T 353 3L 7 R AN IH R 5 #5 2RiE
Difficult distribution of products/services in foreign market

iEqlg
Corruption

IR E BIRIC

IP infringements

AR EN

Intra-province protectionism

Eﬁi!*#lﬁﬂlﬁ#‘}é‘(ﬁﬁ:tﬂ%ﬂﬁi&li&ﬂﬁ
[a
SINE i #5383 o E 7 R A T E ED R

Foreign consumers' negative image of Chinese products
RARME
No difficulties

“Hh” G3F : 8RAFEshS, ERELWZEREZ, The "other” category includes: lack of labor, monopoly of the state-owned enterprises, etc.
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AT iRk, RITATREREBRBE=RILE, : ARV SET R, ANDKREEUREF. ZipklsE
mElRs, ET0REN, BRRERRETHESFHE. HX, WU FBERMNANRRERLRGESEE
AT &IE, ZPEWEEXT~m. ARG, UEFHHEHIHTR, HETREBRTEEME. (F11.2.2)

In order to address these challenges, our interviewees focus their efforts mostly around three major areas: business
model transformation, HR and innovation. The respondents work on transforming their business models, refocusing
their strategy to meet customer’ s expectations based on their core competencies. Secondly, they work on fostering
valuable HR practices to retain key talent. Lastly, they pay attention to product/technology innovation so as to better
meet market needs whilst, in some cases, decreasing costs. (Chart 11.2.2).

Chartll.2.2 FFATIMTRIT LBk ?
How do you respond to the above challenges?

0 20 40 60 80 100 120 140 160 180 200

ﬁﬂkmim%&a*m .1] 1 1 1 1 1 1 1 1 1174 l
Business model transformation and upgrading —
B HHERER 170
Enfiahes hisaan FesouTea maNAgament —
FERIEAR IS o
Y T ot i NI, —
SEATARE 126
Improve corporate governance —
BHEAR

Control costs F 96
W EREEE 76
Business process re-engineering P
AR LEH)E R

Organization restructure
BARMEREA

Invest in brand image

FIH ST
Mergers & acquisitions

FRBATZHF

Seek support from Chinese government

SRESR, BIAHAEL
Alliances, JV

oMKk (MO, /%)

Overseas expand (exports, investments)

it
Other

25

10

“Hip” 3% B, FASESD, IBRHEREEIRIEAEIEZ, The "other” category includes: financing, new product development, etc.
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WIBRAKINBXILES, RSP ATANEFHERBEMS DA EFXHEMNZHRR. EBNZE, ARHHEN

BRBWEX MR UERE. (F11.2.3)

When we asked them about the future, most companies interviewed saw rising labor costs and the economic slowdown

as the major challenges for their companies in the coming years. Interestingly, RMB appreciation and government

corruption occupy some of the lowest positions in this ranking according to our respondents (Chart 11.2.3).

Chart11.2.3. #i\A, ERFKILEP, FAEHEIGHIEZIMEBREEHTHHLE

Which are the main challenges facing your company in the coming years?

REZ KRR

Economic growth slowdown in China

FEN A LT
Rising labor costs
BB IER

Government policy & legal environment
HREFEHES, SMNPHRER

Slow recovery of global economy and weak external

R R LK
Rising raw material prices

hE & FFE/AK
Chinese financial instability / bubbles
P EMHEEE

Social unrest in China

BT R

Government corruption

ARMFE
RMB appreciation

HEEKAERESRPEX (EEMPEBFFRERD
ML)

RO RIPE NG
Local protectionism

ShEE R RE RN AER
Foreign consumers' negative image of Chinese products
RARE
No major challenges

Hita
Other

“Hih” 8 BEAHHRETL, TUEFES, SETKRRS,
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=
3

The "other" category includes: change in capital market, disordered competition, risk of expansion, etc.
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MRZBHZIATME, ETRERISHRINAERZMAGR. BIRKR, IR T7THSBIEERAMN HES—M) U
REBESFNMMAR (HHESE=M) . SIFFIAAHES (7, XiRBPEQASIEETIREIL IR SRR AZ IMIZF
871 AEIEEURIFERAIESWIINMERZMIINEZERR. (X 11.2.4)

According to the majority of the companies interviewed, the most critical factors for their company to succeed in
China are related to people. Specifically they highlighted quality of the management team (1st place) and the good
performance and incentive systems (3rd place). Innovation and R&D occupies the second place and it indicates that
Chinese companies have realized the importance of gaining new competencies other than low cost. Reputation and
strong company culture and values are also key factors for success (Chart 11.2.4).

Chart1.2.4. THYWLEZRERRATIEPEREEIMEE?
How important were these factors for your company's success in China?
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S AL

Innovation and R& D

AUMSU I ED R

Good performance and incentive systems
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Strong company culture and values

ik, B, BEATE
Selecting, training and retaining employees, etc.

i governmers. I 5
Guanxi with government

eoring eficiency I 53
Manufacturing efficiency

X RRIFE FHRNITHIBIE
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7E o) E R
International expansion ﬁ —

BENENEEA E 19

Having a foreigner partner

sSRF RIERORAE o )
Good IP and know-how protection

AENLEZESRA
Adequate legal form i —

ey

“Hh” 893F : WmlkER, TRe9BEER, ZEBZ . The "other” category includes: business model, fast growth of needs, monopoly, etc.
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E=E%n
Section lli

ZEINE
BUSINESS ENVIRONMENT

HEXERSY, BETLUMNUTRAE T BZIHAEIMLMHRELIAE, ERAEEENEFINBER

o TR BELRERE, ZUHANNEFREURERSPHIGHEEER
° BUAFEUR - BURHIRE, ABRER, MEKUREGERENEEL, DR ‘KR HEEH.

This section includes information about the business environment in which these companies
operate, from two different perspectives:

o Market competition: degree and type of competition, the competitive advantages of
our respondents, and the main concerns about competition.
o Government policies: its impact, the degree of satisfaction, views on corruption,

other major issues, and the importance of “guanxi” .

The purpose of this section is to give an understanding of the specific issues related to the
external environment within which these companies conduct their business.
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.1 fisnES
Market Competition

ZHZHENNTETH LRFRER, CNNEESFXNFETEL AT,

Most respondents agree that the competition in China is fierce. They consider their major competitors to be Chinese
local companies.

ZiHET, 82% INHTEHNESEHZ (53%) EIFEHZ! (29%). (F.1.1)

In our sample, 82% of the respondents agreed that competition in China is intense (53%) or very intense (29%). (Chart
1.1.1).

Chartlil.1.1  RATEFEMZTFEEIMT? (N=347)
What is the degree of competition facing your company in China?

Byl
— g Not intense, 2%
Somewhat intense, :
16%

FERmMA
Very intense, 29%

p- ¢!
Intense, 53%
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ZIPATEEREEENESNFARERL, EXREERESEZEREWY. EE—mp LR KERNATNZEFEEMNN
BRE, Fo=E0UNEE. WNEZAESHSHRE. XHMERE T AT AFIIMAERNERHIEPUSIET. (&
1.1.2)

Our executives point to private enterprises as their number one competitors, followed by state-owned and state-holding
enterprises. Companies grown in the same market share the similar understanding of customers and similar resources.

They ought to look for ways out by differentiation. This explains they put innovation and R&D high in the list of success
factors. (Chart 111.1.2).

Chartlll.l1.2 TATNEERTSWFETTIIW—IE

Who are your major competitors in China?

RE®RI !
Private anterprises _
EAREARRE o
State-owned and state-holding enterprises _
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AW REEEKRERRAZIHATNEELE. METETFENIENFHHEREERSS . SHATNESRIA
ENAAESEMBLURBARIPENERTT —ENE. BIFEFREHBIO2EE 0|, BAFEXSRgNIZE
FRrEN. (T .1.3)

The increasing strength of Chinese competitors is clearly identified as a main concern by our respondents. And foreign
competitors have become more and more competitive too. Companies interviewed showed concerns towards unfair
advantage of state-owned companies and local protectionism. Patent infringement is also problematic for them. These

are the areas that government needs to work on.(Chart 111.1.3).

Chartlll.l1.3 #EHHRERFE, FASHIEHEZREET4?
What are your main concerns regarding competition?
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FEFLEWMTEFEELE

Chinese competitors are getting stronger .
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Unfair advantage of State-owned competitors s

1

EFEN, BENEFIFORG

Patent infringement, counterfeits and imitations
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!

BURIRIP /TR

Local protectionism =

DL R A ]

No concerns

¢
=

1

it

Other 13

K

“Hit” 8 REARSEERNNHLE , FHEHHRERINES.
The "other" category includes: Gap between the rapid development and the ability of management, lack of

regulation in market competition, etc.
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.2 BUAF B SR

Government Policies

KFE—FMZINAVANBUTBERN A DEEIEMN 7 IR, #8id 60% HIZIHA SN LIEENHR. BAXKE R
WABMEREFERAFE, FNRTAVEEFE—EEM, BURILATRE, BUAFEERER. RIEFER
BE , EHRENAKRUREEZMERENA ZOMNNER DR SHERFRIFAFRNZIIATNARIFEER.

Almost half of the respondents perceive Chinese government policies as a constraint to the development of their
businesses, and more than 60% of the sample is unsatisfied with the policies implemented. Although corruption
is still considered a problem in China which affects their business activity, it is not flagged as the main concern.
Macroeconomic policy adjustments, as well as, increased government involvement in the economy and unclear and
inconsistent changes in legal regulations are noted as major problems. Government relationships are seen as essential
for the development of their business activities.

48% MZIHATPANBFBERMES IR ZERIIQAEER. 36% INAWNATLEER—ERBIT 12% IANIEM™
BRE. ZINEE 15% FHEREL, MINANBFBERY R RREEREA. (FRI.2.1)

The effect of Chinese policies and regulations is perceived negatively by 48% of our respondents, with 36% declaring
that it is to some extent an impediment, whilst 12% of them claim that it is a severe constraint. On the other hand 15%
of them argue that Chinese policies are helpful for the deployment of their activities (Chart 111.2.1).

Chart ll.2.1 BIFFBERAIEHM T ATMEERETHLIEA? (N=343)
What is the effect of the government policies and regulations on your industry?

40%
36% 37%
35%
30%
25%
20%
15% 12% 12%
10%
59% 3%
o% (-
EATERS SR ERS i HEE FWEMER
Severe constraint Moderate No effect Helpful Very helpful
constraint
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HERMBNRSNHSEEN, RIPASPRAHENZSTHEM. B 13% EEFERHE, MIFETHENNZT. (X
1.2.2)

Regarding satisfaction with Chinese government services, more respondents are dissatisfied than satisfied. There are
13% of them are very dissatisfied while no one is very satisfied. (Chart 11.2.2).

Chartlll.2.2 BEMBFNERRZDRHE? (N=344)
Are you satisfied with the services government provides?

FERTHE ERRAE
Very Dis;ﬂsﬂed, Very Satisfied, 0%

e
Satisfied, 39%

T
Dissatisfied, 48%

34% MZIFATIANBWCRIEETE, 41% NP E. (& 111.2.3)
About 34% of the respondents say that corruption is a serious problem whilst 41% of them see it as moderate issue (Chart
111.2.3).

Chartlll.2.3 &HiI\A, BHEMS, BREPETEL? (N=343)

In your view, how serious is corruption in China, in general?

R A e RE
Notatalla
pIGhiam, 1% HEFEE
Minor problem,
24%

EREE
Serious problem,
34%

243
Moderate problem,
a1%
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2, BHENE, SFNBRHAEX B CRETILAIEMERIELITFNET, RE 7% AIANTIABEMERIFEE,
28% HIANLLETTE, A 56% FIATIANE CRETIATIABRWERERTE. (& .2.4)

However, when we asked interviewees how important corruption was in their industries, only 7% of them thought that it
was a serious problem, and 28% believed that it is of moderate concern while 56% thought it's only a minor problem.
(Chart 11l. 2.4).

Chartlll.24 HBATIFAETUEEREMREIAD? (N=342)
In your view, how serious is corruption on your industry?

R E
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SRE) R xR EBTBERIAEAR D EAE M, 2R THRBIEBWIITEE . thI&E ORIRZNEF BRITEE.
BB EFEFRE, @8k E2EEINE R MrIFEFSRIEK, XL CIGFEINZIH A TARFKAI 5.
(F1.2.5)

When we asked our executives about their main concerns regarding the Chinese legal environment they did not isolate
corruption as the number one problem. They perceived macroeconomic policy adjustment as their key concern. How
well the government will manage the economy, and whether they are able to maintain high economic growth despite the
global crisis, will undoubtedly affect these companies’ performance in the future (Chart 111.2.5).

Chartlll.2.5 HEHREBMABRIERIMEAE, RABFEERLEELD?
What are your main concerns regarding the Chinese government and legal
environment?
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“Hih” B3E : EFFREIE . The "other" category includes: the setup of competition system.
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NFFRENZIHAT (97%) EAASEENERFRIFARRETEHHISHRINNEEZRER. (& 11.2.6)

Almost all respondents (97%) agreed that building good relationships with Chinese authorities is a critical factor to
succeed in China. (Charts I11.2.6)

Chartlll.2.6 S5BFHIERFRIFXRBESEE? (N=346)
How important for your business is to build/keep good relationship with
government authorities?

FTER
Not important,
3%

WMEEE
Extremely
BE important, 22%
Important, 23%

FEHEE
Very important,
52%
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FEMER
Section IV

ZE R
FUNCTIONAL PERSPECTIVES

ZXES AT EEMREEMNZNATNBEE TN THE, HIERLSESHENPRERINAE
ENMXRBERREXEHE . IERHEEFHT

[ AFS5HN - IM#ESME, TR EDE, TEHNE, ERENGEEERER
RURESHNEEFIEFHEZE -

[ EHSHE  mpEL, EHEMAEHEWANPRILILS, EHENHFERIELIRSTH

o ANTER . TEE-, BRHE, TATL, ARRIZFLIREBENT.

This section gives perspectives of three different functional areas:

o Production and Supply: number and location of plants, decision processes to choose
locations of facilities in China, main suppliers, key decision factors in choosing a
supplier and major challenges dealing with them.

o Marketing and Sales: positioning in the market, percentage of sales spent on
marketing, effectiveness of marketing efforts and distribution.

o Human Resources: major issues, solutions, salary evolution, turnover rate and talent
retention.

The purpose of this section is to bolster understanding of the internal operations of the
respondents, and the challenges and success factors they face in these functional areas.
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V.1 =S5
Production and Supply

REHZHEWEERELE—FRI] , BREUTOEEHUREBNIR, B85 I RS, TiIELtrT, MmI)Ein
KT RERIMEBECR, RIEEF, SRAFHNINERZEEERR. FIFHENB, IISREHES—, NM8E_,
XX EFT NSRRI E P B RO 2 kb -

The majority of the companies interviewed had at least one plant located in the coastal provinces, Shanghai and Beijing.
When selecting where to place their manufacturing plant, our respondents listed favorable policies provided by local
government, prime proximity to their customers and the supply of qualified talent as important. On the other hand,
when selecting suppliers, they valued quality over price, which poses a challenge as Chinese suppliers commonly
compete by price.

ZHRHRENERHNBHARERN, BEEREEEREWHHESE . (RIV1.1)

Most of the companies interviewed perceived private enterprises as the main suppliers, followed by state-owned and
state-holding enterprises. (Chart IV.1.1).

Chart V1.1 BRATIMEEMNBFHERLE

Who are the main suppliers to your company?
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“Hfh” E3E : T A . The "other" category includes: individual
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ZIFA DGR BNEN, BREAESE 7, NME8FE M. BRATEZEEFRK, BX—ERIFPMNENIZERES
MIBLEOEN, RAOLEFRARSERE. (R IV.1.5)

When selecting a supplier, our respondents seek quality first and price second. Although the difference is not big, this

indicates suppliers shall try to improve the quality of their products and services whilst maintaining competitive prices
(Chart IV.1.5).

ChartIV.1.2 #EEFE#EIESHR, RXBHEREMA?

32

What are the key decision factors to select a supplier?
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“Hih” 835 : FX, 5H, IREZ . The "other" category includes: development, credit, service etc.
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BE—¥ (44%) NIpEANEERKRIISENERNERE, Ma—F (46%) WANRESH. (RIV.1.3) HARGE
HNENIERTFEEREUNSIBOE. (K IV.1.4)

Almost half of the respondents (44 %) thought it was difficult to find a qualified suppliers in China while the other half (46%)
thought it was easy. (Chart IV.1.3) The reasons that they cannot find the qualified suppliers are related to the quality and
corporate governance. (Chart IV.1.4)

ChartIV.1.3 XBEABEXRNR, EEANFTHREBHHNEEMD . (N=212)
How difficult it is to find a qualified supplier in China?
RES

Very Easy, 4% R BN
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55
Easy, 46%

3k
Difficult, 44%

ChartIV.1.4 IHEBPHENEFHEMEEZEZERAENHNE
Why is it difficult to find a qualified supplier?
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NVFEMENZIFAT (98%) EFEBILN ,12% BlBL 9RT] . (R IV.1.6) IS uF AgaEmAR HEfldtR.
(R IVAT)

Almost all companies (98%) interviewed have plants in China and 12% have more than 9 plants.(Chart IV.1.6) and they
are mostly located in coastal provinces, Shanghai and Beijing. (Chart IV.1.7)

ChartiV.1.6 J|AFEEMNABILEII ? How many plants do you have in China?
0 5 10 15 20 25 30 35 40

6-9

BidoR
More than 9

ChartIV.1.7 XETJ {iiF> These plants are located in?

%22 /Answer AZ{ /Response

I L. L 82, 17, LUZR Jiangsu, Zhejiang, Anhui, Fujian, Jiangxi, Shandong 41
% Shanghai 30
Jara. 884k ##E Henan, Hubei, Hunan 14
1tE= Beijing 13
"%k | 7. &8 Guangdong, Guangxi, Hainan 13
iRYIl Shenzhen 9
BEFE. HiR. 518 2. #=E Shaanxi, Gansu, Qinghai, Ningxia, Xinjiang 9
jadb. LLPE. PSR Hebei, Shanxi, Inner Mongolia 8
u)ll. &=~ =FEs- 7§ Sichuan, Guizhou, Yunnan, Tibet 8
/X Chongging 7
5. HHR. BT Liaoning, Jiling, Heilongjiang 7
XK Tianjin 4
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RIBABEL EENFENEERZE2LSMBFERNNEERNEEaREER . XERAZNMUERHATIRMIEE,
MEERERAA, BIFHTHNEESE. 35, GRATNMHN, BERAENE. FEHURSIEMIREBIMRE
BRI GBINEREERE. ILARINGE, BEEFEXERIEBRNER. (KR IV1.8) .

The most important consideration cited in deciding where to locate a factory is favorable policies provided by local
governments and proximity to customers. They not only help with the smooth operation but also decrease distribution
costs and allow a better coordination of the supply chain. Additionally, the quality of local infrastructure, the availability

of qualified talent and the proximity to suppliers are also key considerations noted when selecting locations for their
plants. Surprisingly, being a Special Economic Zone seems to be one of the least important factors (Chart 1V.1.8).

ChartIv.1.8 HMRATME, I EUHNEEZERERFHRLE?
Which of the following factors is important deciding the location of your plant?
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B 8% HIHEEEI LI - (N=103). BEFXFENTFIMFETEZR. (FIV.1.9)

Only 8% of the respondents have production facilities outside of China and most of them locate in other East and
Southeast Asian countries. (Chart 1V.1.9)

ChartIV.1.9 BT GF ?
Where are your overseas plants located?

%22 /Answer A#{ /Response

HfthZRIFNZRFEILEZ Other East and Southeast Asian Countries 2
HZ Japan 1
=E US 1
=E Germany 1
HhFaRXEZ Other Western Europe 1
A& (hE) Taiwan (China) 1
EBERTEX H.K.(S.AR) 1
7R (8fF+HH) Middle East (incl. Turkey) 1

SRAFIANFTFEZ Australia and New Zealand
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V.2 ESH5HE
Marketing and Sales

BEE—HoRBAABENEHEEASHERNLAIES% U L. SENNEHFREEREHE.
A large proportion of the companies interviewed spend more than 5% of their sales revenues on marketing. The most
effective marketing activity is direct promotion.

EREFHE, ZHZFATEEEZREGEEREE. FIMIREENMASBEISAERESERES, GBTH
et tEEERETERA.

In terms of distribution, most companies interviewed either own the channels or do direct sales. A second common
way to distribute products is through local agents or distributors that allow our respondents to reach out to new
geographies, which would otherwise be very costly to attain.

RpATANFRESE= MO (Rik, ik, SiK), MPRES (47%). HIEENRR-RLESRTRE. Bl
XS, JERENTEATINRITNREL, MBAHFRNZEFNBEREHIZERE. (FIV2.1)

The companies we interviewed sell their products in all three market segments (low, medium and premium) with a
preference for the middle segment (47%). They also sell more in the low segment than in the premium segment. This
situation may occur because Chinese companies were used to compete on price and this competitive advantage is
more obvious in low segment. (Chart V.2.1).

ChartIv.2.1 #HE, FAERE. PHRAOSHE™RSSWVANESLEXBSHRERLE ?

SRS
Premium segment/
y High end, 21%
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64% B AT EFENEHZRR SIHERNLLAEIYT 5%. (R1V.2.2) BEREENADEFUURPEHIZHIRZR, EiE%5%
AOESERANEHIEERHR EFH-

64% of companies interviewed spent more than 5% of their yearly revenues on marketing and sales (Chart IV.2.2). As
branding acquires increasing relevance and the Chinese market matures, the percentage of yearly revenues spent on
marketing and sales is expected to grow.

ChartIV2.2 HASIBSEMEHTRAOLHEKANERZIL? (N=261)

What percentage of yearly revenues do you spend on marketing and sales?
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WREFHRIZKERENN  BEREH, MISNSN, BRX5%. AT, EERMEEE BN EHEENNREN -
(& IvV2.3)

The top three most effective marketing activities are direct promotion, seminars/conferences/speeches and participation
in trade fairs. It seems that activities that involve direct interactions with customers work the best. (Chart 1V.2.3)

ChartIV.2.3 BEATME, TIHWMLEEHFEIRRET RSEFEIIM

Which marketing activities are most effective for your main business? Maximum 3
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“Hith” 835 8%, O, FEBEZE . The "other" category includes: searching engine, word of mouth, contest sponsorship.
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%*ﬂxﬂi ATIBERRENEEREE. F %qﬂl:bixal_ﬂ’]ﬁ‘tml_ IHRERESEBHE. APEXF—MER
i, ZHUNERSE, EMiRBERTE 25D HEEEE, LEANZRRLUTAIET.

Most of the companies in our survey own their distribution channels or sell directly. The second most common way to
distribute their products is through Chinese agents or distributors. In a vast and heterogeneous country such as China,
where infrastructure is still developing it is essential, if not indispensable, to team up with Chinese distributors to reach

second or lower tier cities (Chart 1V.2.4).

ChartIV.24 BAEMEEHERER?
How do you distribute your products?

0 20 40 60 80 100 120 140 160 180 200

-4 1 1 1 1 1 1 | 1 1 1

HINECHHEEE/EARHE (BRRF. @) |

Own distribution channels / Direct sales(showrooms, _ 179

shops & shops-in-shops)

BIMPERBRERNLSHE 82
Independent private Chinese agents or distributors

) &% 5 %
Internet sales ﬁ 53

HigAwERE
We do not have distribution activities i 23

MRS (IR 5 S l
Independent foreign-owned agents or distributors

mIpEREU KRS HE i 19
Independent state-owned agents or distributors

it
Other F 13
“Hit" 8iE  BIBMANE, EEIEIMIE, BFERRBE,

The "other" category includes: acquaintance, overseas distributor, government purchase etc.
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Bid 60% FIRIFATIANMINEREEMNERSN, MEENBEMNRREZEREE. (K IV.2.5/V.2.6)

More than 60% of the respondents think their national distribution network efficient. And those who think their

distribution network bad attribute the reason to lack of experience professionals. (Chart IV.2.5/1V.2.6)

ChartIV.2.5 EIfIiFMEHEMNHEMSE? (N=245)
How do you evaluate your national distribution network?

80%

70%

20%

10% 4%

0%
o S

FEREXK 3¢ FERIERK
Very efficient Efficient Bad Very bad

ChartIV.2.6 HtAFRATIMEHRERLT?
Why is your distribution network bad or very bad?

FHEL

Lack of experienced professionals

I F 4 AN IR 5
Fragmentation and limited geographical reach

0% SoK:)
High cost

APRAIEIR R 1%
Limited tracking

Hith, i
Other, please specify

B E) AR

Unethical behavior

AL

Damage to goods
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V.3 AFA5IH

Human Resources

ZIHATEFERN SRR, AA B A CNNEZE . ST A STRREREIRIRNTEEEARURTERAAR,
R BROVERIKBENE T RPELS.

The sales of companies interviewed are increasingCompanies found it especially difficult to hire middle managers/
engineers because they either lacked experience and skills or their monetary expectations were too high.

ZHNBRTADNBZFCOBEATIMFEZENLEFAE. RAMEFTROR TR EKIISHNRARZ MM EXTAIEE?D]
W, (RIV3.1)

The majority of the companies agree that human resources is their top concern in successfully running their businesses
in China. Hiring and retaining key employees and rising labor costs are the top challenges (Chart 1V.3.1).

ChartIV.3.1 #H#ANHFEFE, RATHIRHEZREZMH42 ?
Which is the major human resource issues facing your company in 2011?

MEUREIABWAS 203
Findiing and Miring siuftalila tatents _
FENRAETHIRE 161
Rising labor costs _
RIBHENR A

Generating sufficient commitment and loyalty of staff, retaining 116
employees

FE-KFDEEMHHE

Unrealistic expectation of new generation

RRRE R T e B HESE AN
Difficulties in firing employees

TEEHEI (iR
Unwilling to change residence

FEENITH

Unethical behavior

Rt
Other

“Hih” B ATEEHELATER, RIERRAS.

The "other" category includes: head hunter often hunt talents, enhancement of employee’s competency.
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2011 FMRTARMERET, BRI, ERATANRNERES. (FIV3.2)

Speaking of the turnover rate of 2011, unskilled workers are the most difficult to retain. (Chart 1V.3.2)
ChartIv3.2 HAT 2011 ERRRFNHFHRTIRERZKLE (%) ?
What is your company's average employee turnover in 2011 by category?

14.00%
12.54%

12.00% 11.57%
10.00% 9.13%

8.00%

6.34%

6.00% 5.25%

4.00%

2.00%

0.00%

BREEEAR +$REEEAR IBRFMEARAR #HEAR ERATA

Top management Middle Engineers and Sales people Unskilled workers

MEHZIHRNETRIR, RERNASRFEEERARURTRIMMRAAR. E2RERZMENREEKFNZRIARRE
X, MABLEIARIERAY, FEKFRSTAEZTEE. (R IV.3.3/IV.3.4)

For most of the companies interviewed, suitable middle management and engineers are the most difficult to find
because their skills and experience are not up to desired level and even if they are, they will be too expensive. (Chart
IV.3.3/IV.3.4)

ChartIV.3.3 HAFEWITERLEHEXIIAFHEEANT?
At which level is it difficult to find suitable human resources for your company?

i 147
141
140
118
120
100 90
40
23
20
2
0
BREEEAR FREEAR HEAR TIRIFfEAAR FERARTA WA
Top management Middle Management Sales people Engineers and Unskilled workers Not difficult
technicians
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ChartIV.3.4 MLUKRISEAANEEZERERMA?

For the personnel you have difficulty acquiring, what are the key reasons?

BAR L SHEFHERK

Technical or business skills are not up to

ZEATBREAF

Experience is not up to desired level

AFTBRZ
Lack of supply

FNE T AR XZARED
The profile is available but is too

PTAEEM@ME (k. Bk, &
) TiE&

FI BN BENT B

Ability to learn new skills is not sufficient

Rk EFEE

Unreasonable career expectations

FARNGETRB R A F

The academic training is not up to

HE
Other

0 20 40

[rllllllllllllll122
rllllllllllli 104
rllllllllllll- 97
rllllllllll 78
75
41
41
19
3

60 80 100 120 140

=

“Hih” 815 flxft, XBEHE, AFMRE.

The "other" category includes: corporate culture, iocation and company type, etc.

SIHNTRAZMAEALREAS, HPEESN=MERESATTAERFIERER, BHRIFIRIRRERE, STFHIK
FHYEE . AEQTREIPMAI, HHEXAEANTRENETRE, LIRBAT, REZEXNARRNE. (& N35)
Our respondents use different ways to retain key employees and the top three effective ones are creating a feeling of
belonging to the company, offering good career prospects and above market average pay. No matter what measures
they take, what is clear is that companies need to pay special attention to all HR practices in order to retain talent and
reduce turnover at all levels (chart 1V.3.5).

ChartIV3.5 HEATME, REXMAFTIREFERIE?

What measures do you find most efficient in retaining employees?

0 20 40 60 80 100 120 140 160
REL NSRS | 138
Develop a feeling of belonging to the company —
HRUR ST £ R 122

Offering good career path in the company

B (BFHaTEHKE)
Pay above market

REMRRNRY BE

System of rewards and recognition

BRAH R
Stock plans

IR

Training plans

LEEE

Company reputation

S5HEEMSEIRFXR
Good relationship with direct boss

Hitdes
Retention bonus

109

rIIIIIIIIIIII-

B EFR TPk 2012 FEEWIFE
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ERED

Section V

BHEE
JOINT VENTURES

XIS, ZEBCUUT BRI SENEEREFEBHERATNER U RN EIEE EZE GBI
) St

) 5B EEREFEEP HIR EZ B RE

This section covers information about joint ventures with foreign partners, specifically:

o Ownership positions
[ Main difficulties in working with foreign partners

The purpose of this section is to give a sense of the main challenges faced when partnering
with a foreign entity.
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36% NZIpEMECWREREI (N=283) , iJRXEF7T, INSEFEKFEEREER, FE, BEF. (R W1)
36% of the respondents have foreign JV partner. They represent the Chinese side of the JV and their partner mostly
come from U.S.,HK and Germany etc. (Chart V.1)

ChartV.1. H2AE (XE) IMESERFREBIERIME ?

Which is the nationality of your principle foreign or non-mainland Chinese partner?

ZZE /Answer A# /Response

=E US 24
EBERTHX H.K.(S.AR) 17
=E Germany 13
H{thPARXEZR Other Western Europe 10
ZE UK 10
H{thZR A2~ E 2 Other East and Southeast Asian Countries 5
H7K Japan 5
&% (hE) Taiwan (China) 4
JA[E France 3
FEAFIANFTE= Australia and New Zealand 2
&5[E South Korea 2
ENFE India 1
E 7 Brazil 1
fNZ X Canada 1
Hfth Other, 4

EZHIERT (67%), dHIEESHI. (FV2)  Inmost cases (67%), the Chinese side controls the JV. (Chart V.2)
ChartV.2 ZERRET, SpAHBEETZIL? (N=94)

What is the ownership position of your foreign partner?

AR
Majority
ownership, 20%

-

#

50% R ARER
50/50, 13%

AR
Minority
ownership, 67%
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ZHZHREEIHEERNG. (R V.3) MAREHNERREAEXEIRARE, XMUERMERIESHNERE. (R V4)

Most of the companies interviewed found it easy (69%) or very easy (17%) to work with the foreign partners. (Chart
V.3) And the main reasons that they cannot work well together are due to conflict of interests, cultural differences and
business concept differences. (Chart V.4)

ChartV.3 MNAHEERIEE? (N=94)
How difficult/easy is working with your foreign partner or non-mainland partner?

80%
69%
70%
60%
50%
40%
30%
12%
10%
2%
——
0%
FEHETFRMAE TEiA Bia FEERE
Very Difficult Difficult Easy Very Easy

ChartV4 5EHAHREXMEPESEEFIREHEERERMTA?
In your view, what are the main difficulties with your foreign or non-
mainland Chinese partner?

ncorprorce: R *
Conflict of priorities

XitER

Cultural differences / communication problems

ZEESNER

Business concept differences

BB 53 .
Strategy differences
EERBES .

Management style differences
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SR
Section VI

Bl
INNOVATION

XHMSATRETZHEATNEFERTHIHPRHIFAEER, BEFEEETHRPELTEEH
FEIAFRERIP A EMARESE . NN T=ZXIEGETER

[ BIF : BIERRE, XF EWaHTRME URXEFHRTmIHE SEFHETLL

[ W& WAREENEE, HAPOHERE, &, RATAY, HEALRUREFEFIGRIHA
S RlY: g

[ FLRFA : ANAFERMEREN, MIRFREIRE, MRFERRRES LR AE WL FSERE
RE, RIPAIRFHRBFEURBAARR=RRPDE.

This section details information about the kind of innovations the respondents’ companies
developed in China. We have classified the answers into three groups:

[ Innovation: types of innovations, number of new products/services launched in 2011
and contributions of these new products to the last year’ s sales.

([ R&D: type of research activities, size of R&D centers, locations, numbers of
employees, research budget and reasons for opening an R&D center in China.

o Intellectual Property Rights: importance of IP, type of IP owned, IP infringements

experienced, resultant damage to their businesses, ways to protect against
infringements and government IPR protection.

The purpose of this section is to give a summary of the innovation tendencies of Chinese
companies and trends regarding intellectual property rights protection.
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VI.1 S 5HA

Innovation and R&D

7% MWRIFERTMBIBMRIES, BEAZSHEWREER. SHMEHOUTEBETMNLEILR, FRFEWEH O
I AEE " . HRPONREMNRTAMESERE, FMIASHAT] (54%) AIFREERSHEWANRILLEIET 5%.

77% of the respondents inform they have R&D activities and many of them own patents. Most of the R&D centers are
located in the coastal provinces, Shanghai and Beijing and they plan to place the future centers in the similar places.
The funding and the number of employees of these centers vary widely across the sample, although most companies
(54%) spend less than 5% of their revenues in R&D activity.

RpADEELEFE=N . LA, ENETREASINFTRAEFTAEHH. (ERVI11)

The top three common manners for our respondents to innovate is to implement new management techniques and to
introduce a new product in an already existing business line or in a new business line. (Chart VI.1.1).

ChartVL.1.1 H 2011 5§k, BASHEWMESEHETT GIF?
What types of innovation have you introduced since the beginning of 2011?

0 20 40 60 80 100 120 140 160

- 1 1 A A 1 L il J

B R | s
New management techniques _
EIMAT B ER LT RS 145
Introduced new products in an existing _
TR Bt 120
Introduced new products in a new business —
3t e 117
New quality controls in production _
TE it 108
Process improvements —
Uit AR %5
Service improvement _ 105

R R &

66

Purchased advanced machines

RARITOIHN
None
HEWiEn
Other (please specify)

13

“Hih” B3% : BEXBIEH. The "other" category includes: innovation of business model.
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FIRIRIEFAAYZ, 89% MIASE 2011 FHR THm- BRS. (RVI1.2) EZH (63%) AFE, Hir-m. BRSHHE
BN 5% LA L. (FVI1.3)

In line with the previous chart, 89% of respondents launched new products/services in 2011. (Chart VI.1.2) In most
companies (63%), new product/services account for more than 5% of total sales. (Chart VI.1.3)

ChartVI.1.2 BTAT 2011 EARTELNF @/ RE? (N=265)
How many new products/services have you introduced in 2011?

G 56%
50%
40%
30%
Sl 16%
14%
11%
10%
3%
o -
1-54 KF201 6-101 B2 11-20%
1-5 More than 20 6-10 None 11-20

ChartVI.1.3 2011 EFANF =R GHEBANERZJL? (N=235)
For new products/services introduced in 2011, what percent of total
sales do they account for?

a0%BRELE
40%, or more than
40%, 7%

20%-39%
From 20% to 39%,
13% /
pr

(‘.

S%ELT
Less than 5%, 37%

5%-19%
From 5% to 19%,
43%
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SIBATNHEFROARZREGEBET, DBMNILR, 40% NZHETHERKRFERNEFREFRIOREFO . FAVH
RPDRNEIEEREHER. (R VI.1.4/1.5)

The companies interviewed tend to locate the R&D centers in coastal provinces, Shanghai and Beijing 40% of the
respondents plan to open new R&D centers in China in the next 2 years. And the planned location of their new R&D
centers are more or less the same. (Chart VI.1.4/1.5)

ChartVl.1.4 BRAFHHAPOAFREWIE
Where are you R&D centers in China located in?

22 /Answer A# /Response

% Shanghai 86
T, #MIL, %L, 182, JIf, LUZR Jiangsu, Zhejiang, Anhui, Fujian, Jiangxi, Shandong 57
Jt% Beijing 47
w31l Shenzhen 23
I"%&, "7, 78F Guangdong, Guangxi, Hainan 19
Xi# Tianjin 7
iolEg, $dE, R Henan, Hubei, Hunan 7
Pa)ll, =M, =F, P Sichuan, Guizhou, Yunnan, Tibet 7
X Chongqing 3
soldb, WP, M55 Hebei, Shanxi, Inner Mongolia 3
BLH, BN, 518, T2, ¥ Shaanxi, Gansu, Qinghai, Ningxia, Xinjiang 3
T3, &M, 2T Liaoning, Jiling, Heilongjiang 2

ChartVI.1.5 BAGEIXRRMEFTENERNHFAZPROLTF?

Where do you plan to open new R&D center in China in the next 2 years?

& =2 /Answer A2 /Response

8 Shanghai 31
I, I, &#, M4, I, WZR Jiangsu, Zhejiang, Anhui, Fujian, Jiangxi, Shandong 22
1tZ Beijing 19
m)il, £=1, =m3, a5 Sichuan, Guizhou, Yunnan, Tibet 7
iolEg, $AdE, #E Henan, Hubei, Hunan 6
i3Il Shenzhen 5
/X Chongging 4
["ZR, I 78, i8R Guangdong, Guangxi, Hainan 4
Bth, BN, 518, T2, FE Shaanxi, Gansu, Qinghai, Ningxia, Xinjiang 4
Xi# Tianjin 3
T5, =K, BT Liaoning, Jiling, Heilongjiang 3
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WEFONIERR, RtRTAHMNSFNEEHLAR. SHKE, SHATNRRESRESBFEHEWANILEGIET
5%. FABEN, BEAIEREMANEEY, XPMUAINIZEAKIRES. (R VI1.6/1.7)

The size of the R&D centers varies, as do the number of employees and annual funding budgets. In general, most
companies spend less than 5% of their annual sales to develop their R&D activities. We would expect this figure to

escalate when companies realize the importance of innovation and R&D. (Charts VI.1.6 and VI1.7).

ChartVL.1.6 HABEPEMHAPLEZLHRTARG? (N=204)
How many people are there in your R&D center in China?

30%

25%
25%

20%

15%

24%
15%
12%
10%
10% 9%
5%
¥ l

1-9A 10-19A 20-49 A 50-99 A  100-199A 200-499A S00ARLLE
1-9 10-19 20-49 50-99 100-199 200-499 500 and
above

ChartVl.1.7 BATIBEMAZTHASHEKANERZJL? (N=209)

What is your annual expenditure on R&D as a percent of revenues?

&2 /Answer A# /Response Bt /%
5% LAF Below 5% 112 54%
5-10% 60 29%
10% LA Above 10% 37 18%
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NEEATIRSHEHZNRE, SHZPEWE TATPEDHAL, UEFBENFEHT. XMRIRBZHZIH
ABAEEETTFHETT, M8 26% N ASEX KA AH ~m. (& VI.1.7/1.8)

In line with the corporate commitment to Chinese market, the majority of the companies interviewed conduct the R&D activities
for Chinese market exclusively to be better able to adapt to market. This finding indicates that most of companies interviewed
still focus on Chinese market while a certain proportion of companies (26%) aim at global market. (Chart VI.1.7/1.8)

ChartVI.1.7 BRASMTHAEIHZ I T / #bis ? (N=207)
For what market(s)/region(s) are or will your R&D activities for?
HERBIHMHA L

Doing R&D for global
activities, 26%

hEMeE (Eein
TM) HEE
Doing R&D for Regional

(e.g. Asian) activities,
4%

fl‘]%'@iﬁﬁﬁﬂ

Doing R&D for the
Chinese market
exclusively, 70%

ChartV1.1.8 TFIBLRERET 572 EHER AV G AP OREPRE?
How important are the following reasons for having opened or your plan to
open an R&D unit or center in China?

20 40 60 80 100 120 140

1 1 1 1 ! )

—- O

i 1L 358 A6 PP [ R SE B A R o B 7 3%

Be better able to adapt product to Chinese market by being 116
close to clients
ARAURETFARE o1
Corporate commitment to Chinese market —

AR 78 L 61
Speed of new products to market

FEARRRE A (Fhk, 1458, RE, BAFRE)
Reduce R&D costs (salaries, equipment, materials, 59

government incentives)
BRRmEE ((LFPEE~HBNUTFEBEROHL
PAfE Z (8] Y is) ) 25
To resolve communication problems (between our R&D
il R A R E AP E AR &
Be better able to develop or re-engineer products by being 24
close to suppliers needed for making the products

ARBEARGAREGAIRIA
Availability of large pool of knowledge workers

SELREBANARAMNDR (MBFRESESHZHE)

Strengthening image of company to Chinese government 12
(obtaining more support for the group from the

HE
Other
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RE 13% MZHERERIEBIMRBSITRIRIIFRSL . T2MUTER, #EE, NEEE. (R VI1.9)

Only 13% of the respondents have or plan to open R&D centers outside of China. They are mostly located in U.S. ,
Germany and India etc. (Chart VI.1.9)

ChartVI.1.9 BHEMEERFHEIZRILT (SR BIMEEPL?
Where will be your overseas R&D center located in?

&2 /Answer A% /Response

=E US 7
=E Germany 4
ENE India 3
7AE France 3
HZA Japan 3
HE UK 2
EBE3ITHIX H.K.(S.AR.) 2
HNZ X Canada 1
HERTHAREITEZRF#X Other East Asia Southeast Asia 1
&1 Taiwan(China) 1
HEREXEZ Other Eastern Europe 1
HEFRREZR Other Western Europe 1
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REZHZIFATWEART 10 MEF , IR EERFTEESNEBARFR, Rl LIZ2HF k. (FVI1.10/11)

When we asked the surveyed companies how many patents they registered in the past 2 years, most of them
registered more than 10 patents. The dominant types of R&D activities are applied research and product or technology
development. (Chart VI.1.10/11).

ChartVI.1.10 AT (XK%) HEZLEF? (N=209)
Have you obtained any patent in the last 2 years?

KXF10
Above 10, 41%

6-10, 14%

Chart VI.1.12 HFABEITHIH AR TH—RKE?
What type of R& D activities do you do?

140

120
100
80
60
40
20
o i
HEMR RARE N B AR % FRiEIZH¥R FREIZNAR
Fundamental Technology service Applied research Product or Product or Other
research and support technology technology
improvement development

“Hitt” 81 158, #0HRER, &t

The "other" category includes: investment consulting, registration of imported drug, design.
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V1.2 FOiR =
Intellectual Property Right

ZHZHRAAWEIRFNERNEE. BERNANEARFXNFREQTIRBRT, AENEFLHEHRNE. XPH
FINZIHATRINE, ERERRARE. MIIBLEMER, ADTREESFR RIPANE. BABKTERNR™
RFPHDHCERE LR, ZIHATIANETEEAE. 94% HIZIHRENANINRFTURRIREEEINE.

The majority of the respondents are affected by intellectual property infringement. In most cases, a Chinese
manufacturer or its own employees/ suppliers/clients are behind the problem. This situation has an impact on our
respondents’ results, severe in some cases. To protect their IPR they advocate for registering IP and HR management
actions. Although the government is making positive advances in IPR protection, the perception of our executives on
this regard is that those initiatives are insufficient and/or ineffective, 94% of the respondents believe that the situation

has not been improved.
EZHATR, 2 (87%) INAHIRFRREE, WMIZZEIFRF. (& VI.2.1)

Among the companies participating in the survey, the majority (87 %) believe that intellectual property has a discernible
impact on their business results and therefore should be protected (Chart VI.2.1).
ChartVi21 FNRFHRMBRASREEE? (N=269)
How important is IP (intellectual property) to your business?

FEE
Not important, 13%

FMERE
Very important, 34%

AEER
Somewhat important,
18%

EE
Important, 35%
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BRRANRFNRIEE, SHATRETHMER. SRR tLRERR. (R VI.2.2)

Regarding the type of IPR, the majority of the respondents own patents and trademarks. Copyrights have ended up
further down the list (Chart VI.2.2).

ChartVl.2.2 BRAERHBWHAEERBIER =R
What type of IP do you own?

0 20 40 60 80 100 120 140
A . .

4 A X | 1

|
ZREF
Frtors  hmm———— 17

R

Trademarks 127

[GEE0

Commercial secrets

Tk @sbmigit
Industrial design rights

KRR
Copyrights ﬁ o
THF AR i 25
None

Rt mins F 5

56

Geographical indication

SR AEFR, 25 16% NEWANIRFIIARZENITRIE. K4 12% WATSEEREFEIC, 3% QTSR
MAENEF IS E2WEIL. IMEFNENREATUSHINZIHFATNFEERAREN. RE 1% NATASABIGRER
ANERIRE . 2% HPANIREIEETEM 23% FHANBIRE . ERTE AR T REBIEFRIPAIRSN, BX R 553
48% A TNANENFIT E=FELESBNE, 42% NRATERIANNEENT . ATHEHEIFIRE, BUSERFEEX
FEEMED. (FVIL2.3. 2.4, 25, 2.6)

Amongst the respondents who own IP, only 16% of them claim that their intellectual property has never been infringed.
About 12% of them report that it is often violated and 3% of the sample state that infringement happens all the time.
IP infringement damages business and has a negative impact on the profits of our respondents. Only 1% of them hold
the view that IP violation has not caused them any harm. 2% report that the damage has been very serious and 23%
say it has been serious Although new initiatives have been put into place to protect this kind of property ownership,
most companies interviewed (48%) believe that IP infringement remains the same compared to previous years. And
42% of them think that IP the situation is getting worse. Government’ s plans to protect intellectual rights seem to
be insufficient and ineffective. It appears that more work needs to be done in this area by the Chinese government to
promote innovation and R&D. (Chart VI1.2.3/2.4/2.5/6)
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ChartV1.2.3 2011 FREATIMIMIRFHNETELERTEIRIE? (N=229)
How often has your IP been infringed in 2011?

BE
Happens all the time,
@5 3% Mk
Often, 12% Never, 16%

By
Rarely, 30%

art
Sometimes, 39%

ChartVl.2.4 SIAFRFEREMEFATLZSERNHREFTEK? (N=124)
What is the extent of damage caused by IP infringement in your business?
RERE

R EEMIRE
Very serious damage, 2% Mk b

FEIRE
Serious damage, 23%

HERE
Some damage, 74%

58 chik E bR TR0t 2012 RELWiEZE

CEIBS 2012 Survey: Challenges and Success Factors for Chinese Companies




ChartVI1.2.5 HIAAEZFERBFEIRFREIFFEMNNERSHERINE? (N=126)

In the past three years, how do you describe the IPR protection from the

government?
:31:3 =
KiGEHNGE
Become worse, 0% Become much better,
KR ‘ 3%
Become much worse,
2% e
BEGE i

Stayed the same, 49% Become better, 46%

ChartVl.2.6 #HLbiZE=%F, FATMIRFRERICEIRE 2 (N=124)
Compared with the past three years, would you consider that the amount
of IP infringement in your business has:

60%
50% 48%
42%

40%

30%

20%

10% 6%

4%
o L
KigtgEn (Bid15%) 180 (2%-15%) EEFHT (-1.9%1.9%) D (-2%-15%)
Much higher (More than Higher (From 2% to 15%)  Stay almost the same(-1.9%  Lower (From -2% to -15%)
15% ) to 1.9%)
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ZHNTNER (18%) HERD (39%) IBHNRFIENRE EE. BEXRZILADRERA T IRIPENRFIEERE L E
FEfesk. (R VIL2.7)

The majority of the respondents never (18%) or rarely (39%) take legal action to protect their IPR. It seems that our
respondents opt not spend time and money on the courts to fight for their IP rights (Chart VI.2.7).

ChartV1.2.7 BRABRTEIMRAFRERBIFEERE? (N=125)
How often do you take IP cases to court?

EEEE/FHR
NA/Don't know, 6%

2%

BE
Very often, 2%

ant
Sometimes, 31%

Rarely, 39%

ZIPAERR, ZHERT, ERRSENF, A28RI, HNBNEFPIANRINANRIEE. (& VI.2.8)
According to our executives, most of the time Chinese companies are behind IP infringement, followed closely by
suppliers, clients and employees. (Chart V1.2.8).

Chart V1.2.8 U A ZENIRFINHIRIEE?

Who have been the perpetrators of the IP infringements?
l

Tk
Unknown

EShFERTTF
Foreign competitors

HERHF

Chinese competitors

BHRABHEKA
IV Partner(s)

BRI
Suppliers

£ 9
Clients

AL
Employees

MNever WRarely WSometimes M Quite Often MHappens all the time
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RHREETR, EPESREINRPARFNA A EIMBTREN . F_E2XRR—LEANTREENFRORISE
F, SRR TUASRHANR A SUS. (R VI.2.9)

According to the respondents, the most effective way to protect intellectual property in China is to register it. Second
on the list are HR actions such as employment contracts, checking for honesty in the hiring process and providing IPR
training (Chart V1.2.9).

ChartVl.2.9 #EHE, RIFMIZFRHBTRLSRNBRL
Which are the most effective measures you use to protect your Intellectual
Property in China?
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1 1 1 1 1 1 1 1 J
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ANHBEEE: ARMADEMETRELER, &
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F 4
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13
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5
5
2
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iz AR FRITHENE
Pursue legal actions against infringers

AL B LU B (LL 0 dsas ngs)

Measures to make theft of commercial secrets harder
(e.g. data encryption)

BT IHRBEERENHFNETH
Market monitoring program to track competitors for
trade mark infringement

ERARDHALTRIZEAFNEXAE

Limit IP knowledge to as few employees as necessary
and compartmentalize IP knowledge

8 S IR AR B R AR

Avoid IP-intensive processes

ER@IERAR (LM EAYERIE)
Technical measures in order to identify infringements
(e.g. hidden marks)

EFREMA—ERSEMFE
Build in misleading features in the design of the product
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RIBAIBERST, EFE, 63% NERWFEHEELRE 8 N BAMREM T LUEEEMNNTR. I T EEXLESEHNF
BIE, ~NTIMeIFTEREENRK. (FVIL2.10)

According to our sample, 63% of the competitors only need less than 8 months to launch similar products. This fact
puts pressure on the innovation process in order to keep ahead of those competitors (Chart VI.2.10).

ChartVl.2.10 #HRATFHF&LTUE, SASHALXUNF=RFIESTHIR? (N=117)
How long after one of your new products has come to the market in China
do you see the competition releasing the same kind of product, or copies?

35% 31%
30% 24%
a8 15%
15%
9%

10%

0%

1T ARED 244 4-88 8121 A Bd—-F
1 month or less H2-4 months months 8-12 months More than 1 year
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EtEn
Section VII

A s S T
FOREIGN TRADE, INVESTMEN
AND FINANCING

XEAAFTERSEHO, JETVRFIERL, FEENRHAREX/ LS ENBEREXRTHE
Ho: 52010 F£Ek3, HOB/M

[
° R’E - RTTICN, BhEFOEN
° Y AEKIE, AEESE

This section includes information about exports, future investment plans and financing:

o Exports: compared to previous year and main destinations.
o Investment: future plans, challenges and locations.
[ Financing: source of finance, difficulties.

The purpose of this section is to give a general idea of our respondents’ export
performance, investment plans and their financing situation.
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46% NI ATEEOWS, M= 2O SRS W S E0HT 28.48% . IXLENTIF, 61% HY 2011 FAYH OUIAK
2010 FE#ENN, 28% KIS 2010 F#:FF (R VIL1)

46% of our respondents have export operations and exports represent 28.48% of their total revenues. Of these, they
report exporting more (61%) or the same (28%) in 2011 than in 2010 approximately (Chart VII.1).

ChartVIl.1 32T 2011 F£89H OWAE 2010 £ ? (N=120)
How does your exports in 2011 compare to 2010?

40% 36%
35%

25%

25%
20%
15%
10%

5%

8%
i N
Kostam (@id15%) R0 (2%-15%) BEFT(-1.9%1.9%) WD (-2%-15%) KoEgD (#Bid15%)

Much higher (More than Higher (From 2% to 15%) Stay almost the same Lower (From -2% to -15%) Much lower (Less than
15%) (-1.9% to 1.9%) -15% )
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BHEOWSHRHATEBRHOFECHT, FlER (CEEAX), X8, AR FHIREE), HEMNTRSFER.
(& VI.2)

Most of the companies’ exports were to other east and Southeast Asian countries (especially Japan), US, Western
Europe (particularly Germany), India and Middle East (Chart VII.2).

ChartVil.2 HBRASFEHOFYPLER"
Which is your key export market?

& =22 /Answer A2 /Response

HEZRfIFEZR Other East and Southeast Asian Countries 53
=Z£E US 48
HEFRNEZR Other Western Europe 35
ENFE India 31
iz (B1FLHHE) Middle East(incl. Turkey) 31
H7 Japan 28
&[E Germany 26
NTEM (SIERFASIFER) Latin America (including Mexico and Brazil) 23
B2 Russia 22
55 South Korea 22
f[E &S Taiwan(China) 22
TEAFILFNFHTI= Australia and New Zealand 22
JIEX Canada 20
HE UK 19
&8 HK.(S.AR) 18
HE R [EZR Other South Asia Countries 17
EEHfIE Pakistan 16
i%AE France 14
HEREXEZ Other eastern Europe 13
7l Central Asia 13
HEZENEZR Other American countries 10
H'E Other 5
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75% ISP EAITRIBINRE, XH SR 7 I3 REE W ARFEE D (K VILI3)
75% of the companies mterwewed plan to increase the investment. This proves they are confident about the business
future in China. (VII.3)
ChartVIL.3 2012 FERAFHMRFAITKI? (N=347)
What investments do you plan for 2012?
30% 1 27%

25% -

22%

20% -

16%
14%

15%
11%
10%
10%
5%
0% -

HOBRE REFRE ®h01-9% #®M10-19% 18120-29% BhN30%LLE

Decrease or close operations Stay the same Increase 1-9% Increase 10-19% Increase 20-29% Increase 30% or more

BRREATAE, [PATPARSHESTERRIEBURKEHINIER. EEIRE (R VIL4)
Although some companies are moving westward, the majority of the investment will be done in the Eastern Coastal

provinces and the big cities (Shanghai, Beijing) (Chart VII.4).
ChartVil.4 RE=Fh, RATITEEEAWPLRXHETIRT

Where in China do you plan to invest in the next 3 years?

0 20 40 60 80 100 120 140 160 180

-4 1 1 1 1
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29% MZIHERTMEBIMNERE , TEEEE, NEX, NEERE, REBRAE , BENFEREEXHESR. (K
VII.5/6/7)

29% of the respondents have investment abroad, mainly in U.S., Canada and Latin America, etc. And the results are
good. The main challenge of doing business there is cultural difference. (Chart VI1.5/6/7)

ChartVII.5 (BIEiBI Pttt HFH XY

Where are your actual abroad investments located?

& =22 /Answer A2 /Response

X£E US 36
fI2X Canada 10
RIZEEZR (BI5E7ES) Latin America (including Mexico and Brazil) 10
HAhZ=NEZR Other American countries 2
E[E Germany 12
Z[E UK 7
iAE France 3
H{thFEEREZR Other Western Europe 8
BB Hr Russia 7
H{thZREXE 2R Other eastern Europe 2
BHZ Japan 9
&5 South Korea 8
& (PE) Taiwan (China) 10
HBERITEX H.K.(S.AR) 14
HfthZRWFNZREILEZ Other East and Southeast Asian Countries 21
ENFE India 14
EEHfIE Pakistan 2
HithEg P EZR Other South Asia Countries 4
7R (B3ELEE) Middle East (incl. Turkey) 15
il Central Asia 1
SRAR I FNFFFE= Australia and New Zealand 14
Hifth Other, 11
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ChartVil.6 BEELIFNEXLERIIRFER? (N=96)
How do you evaluate the results of your investments in those countries?

20 55%
50%
40%
40% -
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ChartVIl.7 #EXELERWEETMIBIMEFERERTL
What are the major challenges of doing business in those countries?
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41% NZIFERTAK 3 FARE BN TBRAFMWNHEERE, &8, HERUMFBEIERE. (& VI.8/9)

(N=342) 41% of the respondents plan to invest abroad in the next 3 years. The main destinations are U.S.,Hongkong,
other East and Southeast countries etc. (Chart VI1.8/9)

Chart VI.8 RITHIZTIWE >
Where do you plan to invest?
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ZIPATNEERERFEESAEUMBESIRBMIRITRA. SHZIHESHTIREME (RNECRIRITESIFRITRE) HKE
SAFEREME. MIEEIFEWINER, HRUANRBERAIFIZI. (& VIL9/10/11/12)

The main source of funding of the companies interviewed are retained earnings and bank loan. It” s difficult to obtain bank loan
and non-bank finance because of the restrictions by legal status, size of the companies and the policy. (Chart VI.9/10/11/12)

ChartVIL9 HAGIHREESKEANEIERSKER?
Which are the main sources of funding for your company?
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ChartVIL10 GEERMEMIFERERMT2?
What are the main reasons for not being able to obtain bank loans?
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ChartVIL11 HRABEEIRITHHLE (WRETY, RETHF) HEEED? (N=242)
Your access to financial resources from non-bank sources (e.g. stock
market, bond market and etc.) is?

FRESH

Difficult, 45%

ChartVIl.12 RBEAEMS, HIEFRTTHLATHNEERART2 ?

What are the main reasons for not being able to obtain non-bank finance?
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THANK YOU!

o BX &l Br R =2 Be 3804 A BA

The Research Team

72 chik E bR TR0t 2012 RELWiEZE

CEIBS 2012 Survey: Challenges and Success Factors for Chinese Companies




