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CEIBS research — and a host of successful alumni-
run startups — show that China entrepreneurs are in
the right place at the right time to play big.
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CEO i5ili : ARER
CEO TALK: GREAT HELMSMAN

EMER BEETL 2R (EMBA2000),
WMEHFARKEME Y NEEH, ERENEER—
RHEESE.

Shipbuilding maverick Chen Qiang (CEIBS EMBA
2000), president of Rongsheng Heavy Industries, has made
a career of breaking world records and otherwise shaking up
China’s ship-making industry.

COVER STORY

FroadEig - chE gL EMRELILRN
START PLAYING

R BR 2R 5% B9 A 53 70 7 R AR BR A A A9 AR T
SR, FEIELERESE.
CEIBS research plus four successful alumni
startups prove that China entrepreneurs are in the
right place at the right time to play big. So write your
business plan and roll the dice!
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BUSINESS FEATURE:
FRESH BREW

EB% CEO ELE - R
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Starbucks CEO Howard
Schultz shares his secrets to phe-
nomenal success exclusively with
CEIBS during the CNN filming of “The
Boardroom Master Class.”
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CEIBS Shone
in Year of the Boar

Dear Readers:

As we bid farewell to 2007 and to the Year of the Boar and get
ready to begin the Year of the Rat, CEIBS has much to celebrate. Over
the past year — with the help of our alumni network, our excellent stu-
dents, and our corporate sponsors — the school has added many impor-
tant chapters to the CEIBS Success Story.

First, CEIBS graduated a record 542 EMBA students and 164
MBA students during the past year. Due to rising interest in the school
from international students, the MBA2005 class included a record 30%
foreign students. And in terms of job-placement, each CEIBS MBA stu-
dent received an average of six job offers upon graduating last year.

Other milestones for CEIBS in 2007:

» Renewing its EQUIS accreditation, maintaining its position as
the only business school in China to be accredited via the European
standard system.

» Receiving the EU-sponsored €10m Europe-China Business
Management Project.

* Hosting premier events including: the 2007 Being Globally
Responsible Conference, Annual China Bankers Forum, Annual
China Media Forum, Annual China Healthcare Management Forum,
and Annual China Automotive Forum

» Launching the CEIBS-Lujiazui International Finance Research
Center, the China Services Outsourcing Center, the Research Center

for International Entreprencurship.
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Snow Zhou

Assistant President (Marcom)

During 2007, CEIBS also received excellent recognition
from some of the world’s finest international media organiza-
tions, including:

* Financial Times: The 2007 Financial Times global annual
ranking rated the CEIBS MBA Program #1 in Asia for the fourth
year in a row, and #11 worldwide. The CEIBS EMBA Program
was ranked #23 worldwide, and the Executive Education
Program placed #2 in Asia.

» Forbes: CEIBS was rated by Forbes (China) as “Most
Valuable Full-time MBA Program in China” for the third year
running — meaning that our graduates enjoy an exception ROI
with their CEIBS diploma. The school was also rated by Forbes
as #9 among non-U.S., two-year MBA programs worldwide.

* BusinessWeek: CEIBS was rated “best in China” accord-
ing to 38% of recruiters surveyed in the annual BusinessWeek/
China employer poll, released December 2007.

In terms of print and online media coverage, from January
through November, 541 articles were published on CEIBS via inter-
national media (up from 485 articles, year on year). Within China,
the school was covered in 5541 articles printed or posted online
in those months, versus 4450 for the year earlier. CEIBS was also
featured in 42 TV programs during 2007 including CNN’s The
Boardroom and CBN’s Brainstorm (9 times), plus radio interviews
on BBC and internet interviews on Economist.com and FT.com.

As we head into 2008, we are determined to keep telling the
CEIBS Story to the world’s top media. One of our biggest stories
for early 2008 will be the launch of the CEIBS Business Review
in the first quarter. The Review will be a monthly Chinese-
language journal that provides practical ideas for business lead-
ers and management executives to make informed and better

decisions on business.

2
Ik R FAE
Laurie Underwood

External Communications Director
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BEEZEEFHTE, PRIGRF B IR 8&RHFTE R
. FRAETRABHE., HRA KT KRG ...
Praise from Premier Wen Jiabao, Visits from Shanghai Mayor,
Lord Mayor of City of London, and more

2007 HRRXHiL
2007 CEIBS MILESTONES

Y¥5liEiE FEATURES
CEO i/ji% CEO Talk

BEREG— T HRRET 2GR
Great Helmsman
Yi B &1 SR (EMBA2000) 40 b Rz, 41
% A 2B g —ik Ak AL ik,
Rongsheng Heavy Industry President Chen Qiang (CEIBS
EMBA 2000), is known for setting — and achieving — dare-
devil goals for himself and his company despite the rough
waters of China’s shipping industry.

X/ 23# By Audrey Wu

2007 REFLEEISZE
2007 China Automotive Industry Forum

FHE B T RER
Changing Gears: China's Automobile Industry
Revs Up
LLERALHEZKAFTHYRN, TETHLH
B & % 20958 F, 130 $ A& 4 & K i 17
AT EAE S LSt F e KR, ATk
A5 HERR,
China is the world’s No. 2 auto market in size and No. 1 in
competitive ferocity. Which of the 130-plus car-makers now
vying for the China market will succeed? CEIBS 5" Annual
China Automotive Industry Forum offered insight into the
present and future of this dynamic industry.

X / 25 By Audrey Wu

ek S ——E2E5RE CEO BEE - FFRRFRERE
RelkhE

Fresh Brew: Starbucks CEO at CEIBS

£4£E CNN ©illg “EF2XFe” HAF, 2O
CEO EH#i& - 4F REEFRIFADFRN G, SF
PER MBA F 2 8 kit],

During the on-campus filming of CNN’s The Boardroom,
Starbucks founder and CEO Howard Schultz shared his busi-
ness insights, and even assesses student business plans.
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China entrepreneurs are in the right place at the right time to play
big. Despite the tough odds against startups — only one in five
reaches its first birthday — China is in some ways offering the best
entrepreneurial environment in the world right now. But CEIBS
professors say these conditions won't last forever

X/ Z#W By Laurie Underwood
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Resilience Pays: Foreign Entrepreneurs in China
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CEIBS alumni working overseas tell how an offshore working
stint can turbo-charge your career
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Corporate adaptability is a critical, but challenging,
requirement for China-based firms, finds a new Global
Human Capital Study by IBM
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FHUEA PR R EIR . IR AT
Former Chinese Vice Premier L1 Lanqing Speaks to
CEIBS on Music, Art and Life

MmN E i IRFR

L EMFEEANTHIE]D
Premier Wen Jiabao
Praises CEIBS

BT

11 H28 H. Sk Tl are AR
ST, T T HRRCE R AR
RREBEFR. EESGESIRRERRE VO
FiE. WK BB ARG TR EE b T
Fi 2 e E R HRIONU T TE 308 ST & VR A
Y8, At FRRE R TR AR E R L
F5E PN LR

Chinese Premier Wen Jiabao pub-
licly praised CEIBS during the November
28 EU-China Business Summit. In his
concluding remarks at the Summit, held
in Beijing's Great Hall of the People, the
Premier congratulated the school on its
accomplishments in promoting interna-
tional standard business management
education in China. “China will continue
to cooperate with the European Union in
the areas of education and science. Our
previous agreements have led to obvious,
positive results,” he said. “The China
Europe International Business School is
an example of this. CEIBS has become an
incubator for excellent business leaders.”
The Premier referred specifically to CEIBS
in part because of the school’s successful
bid for the €10m Europe-China Business
Management Training Project.

MFEEEALHEE: £11 A28 HBAMNENE
FRIFES L, BRELERETPRERLH
SRR TE BB G R AT A TR

INCUBATOR FOR EXCELLENCE — Chinese Premier
Wen Jiabao praised CEIBS during the EU-China
Business Summit on November 28.

X fEH: PREERK
X F B EE B S A El
BEFRERS (£) £
ZIEH.

CULTURAL AMBASSADOR
— Former Vice Premeir Li
Langing presents CEIBS
Honorary President Liu Ji
with autographed copies
of his works after speak-
ing to CEIBS.
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The best education in the world does not
make one a cultured person. That was the
advice given to CEIBS students, alumni and
faculty by Former Chinese Vice Premier Li
Langing. CEIBS representatives were among a
select audience invited to hear the former Vice
Premier speak at the Shanghai Grand Theatre on
November 8.

In an address entitled “Music, Art and
Life,” the former Vice Premier emphasized the
importance of cultural awareness and apprecia-
tion. “Knowledge alone does not develop a per-
son into a cultured, well-rounded individual,”
he said. “It is not enough for the modern intel-
lectual to develop professional knowledge but to
have no ability to appreciate the arts.” He added
that appreciation for the arts is also helpful in
stimulating effective study and work habits.

At the conclusion of his lecture, former
Vice Premier Li presented CEIBS Honorary
President Prof. Liu Ji with two autographed
copies of his books, Li Langing’s Music and Li

Langing Interviews on Education.
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Shanghai Mayor Han Officially Opens CEIBS
Lujiazui International Finance Research Center
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GRAND OPENING — The CEIBS
Lujiazui International Finance
Research Center, officially
opened by Shanghai Mayor
Han Zheng on October 26, will
serve as a think tank fostering
Shanghai’s development into a
regional finance center.
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Shanghai Mayor Han Zheng officially
opened the CEIBS Lujiazui International
Finance Research Center on October 26.
Located in the Lujiazui Finance & Trade Zone,

Shanghai's banking center, the new facility is

jointly managed by CEIBS and the Shanghai
Lujiazui Development (Group) Co.

Mayor Han's delegation included Shanghai
Executive Vice Mayor Feng Guogqin, who de-
livered a congratulatory speech to celebrate the
opening. “The Center will provide first-class
research, consulting services and educational
programs for financial organizations and gov-
ernment entities,” Feng said.

The Executive Vice Mayor also expressed
confidence that China’s finance industry ex-
perts, as well as members of the general busi-
ness community, will benefit from the new facil-
ity. He noted that the study of finance — a topic
of increasing global importance — has served as
one of the vital planks of CEIBS’ academic cur-
riculum during the school’s 13-year history.

Following the Executive Vice Mayor's pres-
entation, Mayor Han unveiled a plaque com-
memorating the Center’s official launch with the
support of the Shanghai government.

Among the industry leaders, government
officials and academics attending the ceremony
were: CEIBS Vice President and Co-Dean Zhang
Weijiong, ABN AMRO Chair Professor of Risk
Management Chang Chun (who is also Director
of the China Center for Financial Research,
CEIBS), and Lujiazui Group General Manager
Yang Xiaoming. Other attendees included: rep-
resentatives of the Pudong New District govern-
ment, Shanghai Banking Regulatory Bureau,
China Securities Regulatory Commission,
China Insurance Regulatory Commission, State
Administration of Foreign Exchange, Bank of
Shanghai, HSBC, and more than 20 members of
the media.




e [EH BB R 1 SRS A

i DK i s [

i 2R 7 ke 4 2

SRR T

2R

Jlllnl

TheLINK 2007 %Z=7|

Lord Mayor of the City of London Named Honorary

Board Member of CEIBS Lujiazui Financial

Research Center

RERHERMIM T K RIAELE R
KRR KGR ERA .

LONDON CALLING - City of London
Mayor Stuttard presents a gift to
CEIBS President Zhu Xiaoming after
receiving honorary board member-
ship to the CLFC.

2007 510 A 19 H. SEES B ml K Sk 55 4L Alderman

John Stuttard) FijFHRXEFR T2 B
WETFEFRERTT > A it

FrEk BRI AT o

FRIRRE b TR~ e K RIE B0 S e R BT
FREURE, Al e SR KRR 2, DL i

FEGTIE L H
RIERSE. FAROTICRRE T . KG T KRR K Eh 250,

Ko ACBCRMMAEL TR, EHEEEER
G RBATEE

TheLINK Winter 2007/8

% R EREE L, NAZR e S RIS %
A2y

Blf5.  ARBRIABE KA 17 HRR s 5 0 1 P
SRR SERE AR AR E B L 2 B AT RR
Ity 5 W88 [ o < R 65 v S SR 50 2B 152 7 HhIRK
Fii 5 WS [ P < R 7 e S PR AR 5o RBE K
BOLIARE. (NI SRBE & PR sk e A
% o 0 AT 7 5 < Rk T A AP 4 FRRR i
R < RIATE 2 e ) 45 TS Bl H R o e i &
TR FE R

SR AR R T M B T S PR A
B A RAEBEHTAT— A E PR S E LR
K FEANTEC, B R E < T AT
S, FERERR TR BerE i 2 L i
BRESNFE - TENSEE, HRiEERED
FIT R B IRl 2 VBB 2 s <t RO e 4 g

The Right Honorable Lord Mayor of
the City of London Alderman John Stuttard
was named Honorary Board Member of
the CEIBS Lujiazui International Financial
Research Center during a visit to the facili-
ties on October 19. The Lord Mayor also
spoke at the Shanghai campus (see story,
page 110).

CEIBS President Zhu Xiaoming
presented the award during a visit to the
Shanghai campus by the Lord Mayor and his
delegation which included Lance Browne,
senior advisor to the City of London and
vice chairman of Standard Chartered Bank
(China). "We sincerely hope that Mr. John
Stuttard and other colleagues from the City
of London will continue to show valuable
support for the CEIBS Lujiazui International
Finance Research Center in the future," said
President Zhu. The award will be passed to
the British city's successive Lord Mayors.

In accepting the award, Lord Mayor
Stuttard stated that he and his successors
would do their best to promote the devel-
opment of the center in the coming years.
The center will serve as a think tank for
Shanghai with a focus on assisting the city
in its development into an international fi-

nance center.
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EU Commissioner

for Education Visits
CEIBS
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EU Commissioner for Education, Training,
Culture and Youth Jan Figel visited CEIBS on
October 21 for a briefing on the school’s future
strategy as well as its current positioning within
and outside of China.

Figel was accompanied by H.E. Serge Abou,
ambassador of the European Union Delegation in
China; and Ma Yansheng, counsellor for Education and
Culture at the Chinese Mission to the European Union.

During the visit, CEIBS President Zhu
Xiaoming outlined to the commissioner and mem-
bers of his cabinet the school’s blueprint for future
development. CEIBS Dean Rolf D. Cremer and Co-
Dean Zhang Weijiong then detailed the impact the
school is making both nationally and globally as

China’s top-ranked international business school.
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CEIBS Wins €10m "Europe-China Business
Management Training Project"
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BIG NEWS — CEIBS Vice
President and Co-Dean

Zhang Weijiong speaks at the
November 30 press conference
to announce CEIBS’ success-
ful bid for the Europe-China
Business Management Training
program.
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CEIBS announced on November 30 that
the school had been awarded the highly coveted
“Europe-China Business Management Training
Project,” receiving funding of €10.1 million from
the European Union. The Shanghai Municipal
Government will also supply CEIBS with sub-
stantial funding in support of this project.

At a press conference attracting 40 mem-
bers of the media to the newly opened CEIBS-
Lujiazui International Finance Research
Center, CEIBS Vice President and Dean Rolf
D. Cremer stressed the significance of receiv-
ing the Europe-China Business Management
Training (BMT) Project. The project brings a
number of new developments to CEIBS, fo-
cusing on the central goal of transferring high
level, practically-oriented business knowledge
from the EU to China.

Specific project activities will include:
providing educational opportunities for dis-
advantaged individuals, groups and regions in
China (especially in the Western provinces),
as well as for women; launching a pilot PhD
program; and delivering business management
training with an emphasis on responsibility
and leadership.

“With this project, the Chinese authori-
ties have endorsed CEIBS very clearly as the
platform for further advancement of business
education and research in China,” said Dean
Cremer. Academic partners in the BMT Project
will be: European Foundation for Management
Development, Frankfurt School of Finance and
Management, and IESE School of Business.
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Vice Minister of Education Wu Qidi Supports CEIBS’
Upcoming PhD Program
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ADVANCED EDUCATION -
Education Vice Minister Wu
Qidi congratulates CEIBS

on its plan to launch a PhD
program
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Vice Minister of Education Wu Qidi
has expressed the ministry’s strong support
of CEIBS’ intention to add a PhD program
to its roster of MBA, EMBA and Executive
Education programmes. The Vice Minister
made the comments during a visit to the
Shanghai campus on November 4.

Vice Minister Wu also congratulated
the school on its achievements and encour-
aged all faculty and staff to continue offer-
ing specialized training for China's high-
level management professionals. She urged
the school to “score a second goal in pro-
moting the CEIBS brand around the globe.”

In his speech to the visiting high-level
education ministry officials, CEIBS President
Zhu Xiaoming highlighted the school’s cur-
rent areas of focus. He spoke of the ongoing
shift towards the finance industry and CEIBS’
wider efforts to continuously adapt programs
to match market changes. In addition to the es-
tablishment of a PhD program, President Zhu
also outlined the school’s efforts to expand
academic research, strengthen its teaching
team, and complete construction of Phase III
of the Shanghai campus.

Other education ministry officials who
participated in the school visit included
Director of Shanghai Municipal Education
Commission Shen Xiaoming and Deputy

Director Li Junxiu.
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China's EU Ambassador, CEIBS President
Discuss School's Focus
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DIPLOMATIC VISIT -
CEIBS President Zhu
Xiaoming met with
Chinese Ambassador to
the EU Guan Chengyuan

in Brussels to discuss the
current accomplishments
and future focus of the
school.
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China’s Ambassador to the European
Union Guan Chengyuan gave his commitment
to support CEIBS’ development and to help the
school foster an even closer relationship with the

EU during a November 17 meeting with CEIBS
President Zhu Xiaoming and Vice President
Zhang Weijiong in Brussels. The Ambassador’s
wife and Counsellor of the Mission, Mrs. Guan
Hu Zuzhen, was also present at the meeting.

During the meeting, professors Zhu and
Zhang outlined the active role CEIBS has played
in promoting mutual understanding and learning
between China and Europe. They also shared
the school’s achievements in 2007.

Ambassador Guan expressed pleasure with
the school’s accomplishments and the close co-
operation between its Chinese and European
presidents. He also praised the school’s efforts
to enhance cooperation and exchange between
China and Europe. In addition, Ambassador
Guan expressed the hope that CEIBS will con-
duct more research into important areas including
exchange rate and foreign trade in order to build

understanding on both sides.
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Tianjin Mayor Dai Xinaglong

spoke on the Tianjin
Binhai New Area at CEIBS’
2007 Distinguished Guest
Executive Forum
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Tianjin Mayor Dai Speaks at CEIBS ‘Distinguished
Guests’ Executive Forum
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Tianjin Mayor Dai Xianglong was the
keynote speaker at CEIBS’ 13" ‘Distinguished
Guests’ Executive Forum, held at the Beijing
campus on November 24.

In his speech entitled “The Development
and Opening of Tianjin Binhai New Area,”
the mayor outlined the advantages of the New
Area, then discussed the significance of the
development zone’s future growth as a driver
of China’s regional development strategy.
The mayor also discussed industry distribu-
tion, and pointed out that the New Area serves
as a comprehensive “national zone” similar
to Shanghai’s Pudong New Area. Finally, he
stressed the impressive progress of the Tianjin
Binhai New Area in terms of construction and
infrastructure.

Mayor Dai also encouraged CEIBS stu-
dents to take advantage of the New Area’s prom-
ising career opportunities. “I hope, in 20 years,
there will be one CEIBS student out of every
four high-level executives in the big companies
in the New Area,” he said.

Before he became Mayor of Tianjin
Municipality in December 2002, Dai served as gov-
ernor of the People’s Bank of China from 1995 to
2002, and as the People’s Bank of China Monetary
Policy Committee Chairman in July 1997.

During the event, he also took time out to
meet with CEIBS alumni who had traveled from

Tianjin to participate.
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January 29: CEIBS MBA
Program ranked 11th in
the world by Financial
Times — the first time

an Asia- Pacific busi-

ness school enters the
"top-tier."

>> 3.20 M B R bR K
- EEFEH PR

March 20: Dr. Jay O. Light,
Harvard Business School
Dean, visits CEIBS.
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<< 4.21 1 B MBA2005
2% Be b B R PE E H 1T,
164 ZEREEN

April 21: CEIBS holds
MBA 2005 Graduation
Ceremony for record 164
students.

>>5.11-13 X MBA &
H4T *“"—): it s
REERE

May 11 - 13: CEIBS MBA
students organize 2nd
annual Being Globally
Responsible Conference.
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< A3 FEENEHERXE -
HETRIR - EHTIB R R R
April 13: CEIBS hosts former
French President Valery
Giscard D'Estaing.

>> 518 fEE 7] 2125 5 =1/ 8] 1 EX
May 18: German Ex-Chancellor Gerhard
Schroeder speaks at CEIBS.

>>5.15-20 FRERIHFZRFRE “E_EEFRXERETE E-8
May 15 - 20: CEIBS Team places 2nd in Gobi Desert Crossing Challenge
among domestic business schools.
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>>.MM. los Reyes de Espaia
al CEIBS << 6.25 MITFEEHZE -
TRt 5RFELES
EIHHER

June 25: CEIBS hosts His
Royal Highness King Juan
Carlos | of Spain, awards
Medal of Honor.

>> 6.25 FRRHL 17 BT <
ET  BEBIRREST
EEfR - F&H—txE
#% Gresol &

June 25: CEIBS Executive
President Pedro Nueno
receives Gresol Award
from His Royal Highness
King Juan Carlos of Spain.

<< 6.30 FELIK B RN R
EIMEFEFR EQUIS 1A
June 30: CEIBS renews
EQUIS accreditation.

>> 6.30 AR E T E AR
IRSERIE

June 30: First Annual
China Bankers Forum held
at CEIBS.
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September 22: CEIBS holds EMBA 2005 Graduation August 31 - October 20: CEIBS holds first | . ¥y TRL AW AT 11 A% F ]
Ceremony for record class size of 530. annual EMBA Culture & Arts Festival. \ | . /R N LA N 4 ‘,’_]:,." /i/\i: I M_L% L:J -h
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November 3: 2007 Alumni Day attracts more than 400 alumni.
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CEIBS EXECUTIVE MBA 2005 GRADUATION CERE
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August 16: CEIBS places 9th in Forbes' 2007
Top Non- U.S. Business Schools rankings.

Far M FE-FY /A AR
BusinessWeek /China

;
5> 121 EX MBA RIS SFE M (R L/ *EE#H
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December 1 — In their annual employer survey,
BusinessWeek international and BusinessWeek/
China find CEIBS to be the top business school of
choice among China-based employers surveyed,
for the second consecutive year
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3.16 X MBA 4 AT 452 (Rotman) £ ER ST FAEP R
REMNEZ (THE)

March 16 — CEIBS team of MBA 2006 students finish 4th in the 2007
Rotman International Trading Competition, beating out top Western
schools including Duke and MIT (below).

<< 413 X MBA Z47E MIT Hi i B H R0 S (EIEI TR TR E
BARS, 3 XBAE#HAT 10.

April 13 — Out of 64 teams accepted worldwide, CEIBS sends 8 to the
MIT Sloan 2007 Littlefield Manufacturing competition. Of these, 3 MBA
2006 student teams finish in the Top 10, and 7 finish in the Top 25.

TheLINK Winter 2007/8

< 7.3 BEMEABKESFLATERSING
R ERE

July 3: Vice Minister of Commerce Ma
Xiuhong unveils name plate for the China
Service Qutsourcing Center.

>> 9.29 HRHITIRKMET - EHEBIRK
EBTHKBERTLETAEEZX
September 29: CEIBS Executive President
Pedro Nueno receives Golden Magnolia
Award from Shanghai Mayor Han Zheng.

9.15 HEREE/E = R E R FE~ I SER iR

September 15: CEIBS hosts 3rd Annual China-"“'\/""' ;

Health-Care Management Forum.

PRERIHER
20073 = Rk B IR~ AL 4 0 103

CEBS 3rd Annual China Health Care Management Forum 2007
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>>10.26 LT MKHEATKRERERFERHAR

<< 10.19 HER B S BRI T K IR BRI R Bt Y 32 $8 h
October 19: The Lord Mayor of the City of October 26: Shanghai Mayor Han officially opens CEIBS
London honored by CEIBS, speaks on London’s Lujiazui International Finance Research Center.

rise as a financial hub.

<< 11.2 CNN EHECE S “EFS KM 28, EER CEO BEE  FRRIEEER
November 2: CEIBS hosts CNN’s The Boardroom Master Class featuring Starbucks CEO Howard
Schultz interacting with MBA students.

1

<< 10.29-30 FRENEHEFERE~ VB ERIR >> 11.4 HEHEIBKR BHEE] TS FEK
October 29 - 30: CEIBS hosts 5th Annual China November 4: Vice Minister of Education Wu Qidi visits
Automotive Industry Forum. CEIBS, voices support for upcoming PhD. program.

>> 118 FRBXN FREFH
W BERZIAEAL
November 8: Former Chinese
Vice Premier Li Langing speaks
to CEIBS students on “Music,
Art and Life.”

<< 11.18-25 FREBEFE—
2 CLRREY 28, RITE
gl

November 18 - 25: CEIBS fea-
tured on CBN’s Brainstorm, ex-
ploring issues affecting China’s
medical services sector.

A 1012 FEBRTREIFTKEAR A HFPRERE B SRk 8 EmR b L
October 12: CEIBS Lujiazui International Finance Research Center holds debut Finance Salon, featuring Bank of China Deputy Governor Zhu Min.
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SHIPBUILDING MAVERICK CHEN QIANG (CEIBS
EMBA 2000), PRESIDENT OF RONGSHENG HEAVY
INDUSTRY, HAS MADE A CAREER OF SETTING
- AND ACHIEVING - DAREDEVIL GOALS FOR
HIMSELF AND HIS COMPANY. THIS MONTH, CHEN
SHARES WITH THELINK HOW HE IS BREAKING
WORLD RECORDS AND OTHERWISE SHAKING UP
CHINA'S SHIPBUILDING INDUSTRY.

FEEEARRAFFTEE

FOREWARD THINKER — Having built Rongshen%(He “Industries into China’s largest
shipbuilder, Chen Qiang is now determined t
world’s top players. Here, posing before the Igrgest §0-ton crane in China.
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pandsthe company into one of the
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By Audrey Wu

April 28, 2007, Rongshen

Heavy Industry broke

the global shipbuild-
ing record for constructing a 75,500-ton Ice
Navigation Ship hull — from laying the first pil-
ing to lowering the completed and water-tight
ship body into the docks — in just six months.
The previous global record, set by a Japanese
firm, was eight months.

Only one person in the international
shipbuilding world was not surprised by the
record: 46-year-old engineer-cum-executive
Chen Qiang. After all, the unassuming but
determined Chen has built a career on achiev-
ing seemingly impossible goals in the high
stakes, high risk industry of shipbuilding. In

fact, Chen had also set an international record

CEO TALK

for speed in 1997, when he oversaw the con-
struction of Shanghai Waigaoqiao Shipyard,
from greenfield to successful completion of the
first ship, in just 3.5 years — one-third the time
the industry standard then allotted for such a
project in China.

Although Chen himself is low-key about
such accomplishments, a glance at his resume
shows that he has kept his career moving forward
at a breakneck pace. Beginning two decades ago
as an entry-level technician in the state-owned
Jiangnan Shipyard, China’s first and oldest ship-
builder, Chen quickly began gaining skills and
recognition. In 1994, at the age of 33, he was pro-
moted to Jiangnan’s Assistant General Manager,
making him the youngest shipbuilding profes-
sional in China to enter the industry’s top man-
agement tier. Three years later, he was appointed
as Director of the Preparation Committee to con-
struct Waigaoqiao Shipyard, then China’s largest
shipyard.

Chen is also shaking up China’s shipbuild-
ing industry by introducing innovative and even
daring new strategies for improving efficiency.
In overseeing the Waigaoqiao Shipyard project,
he successfully tested his own theories in water
conservation to build the facility’s “cofferdam” (a
temporary barrier built against water during the
initial stage of shipyard construction) using earth
instead of the traditional steel construction. This
bold and controversial move saved RMB70 mil-
lion in construction fees, cutting two-thirds of
the project budget.

Under Chen’s direction, the Waigaoqiao
Shipyard got off to a stunning start. While
industry insiders publicly predicted that the
new shipyard would be at least four months
late in delivering its first vessel, the boat — a
150,000-deadweight-ton Floating Production
Storage and Offloading Unit — was actually de-

livered 10 days in advance of the deadline.
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WORLD RECORD — Chen
Qiang receives con-
gratulations last April for
cutting the existing speed
record for largescale ship
construction time by two
months.
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For the Waigaoqiao Shipyard’s second
ship, Chen made an even bigger splash when he
bid to build a controversial new 175,000-dead-
weight ton “Green Capesize” bulk carrier. The
decision was fiercely criticized by domestic
shipbuilding experts as “technically impos-
sible to build” in China. Again Chen proved
the naysayers wrong; the Green Capesize type
developed by his team eventually became the
most popular, and profitable, vessel model at
Waigaoqiao Shipyard. The type has even been
dubbed within the global shipbuilding industry
as the “Waigaoqiao Type.”

Such daring initiatives have built Chen’s
international reputation as one of the most am-
bitious and successful executives in shipbuild-
ing. In fact, Chen’s leadership abilities caught
the eye of the Chinese government and, several
years ago, he was listed by the central govern-
ment among potential candidates for future min-
isterial positions.

But Chen declined the chance to pursue a
political career in order to stick with his first
love: ships. After seven years at the helm of
Waigaoqiao Shipyard, it was time for him to
branch into private shipbuilding. In 2005, he
joined Rongsheng Heavy Industries to help the
conglomerate launch a shipbuilding subsidi-
ary. Today, Chen is realizing his dream of run-
ning a private company. Already, two-year-old
Rongsheng has accepted orders for 85 vessels,

or 1,300 tons of vessels, attracting sales revenue

of US$6.5 billion dollars, making it the leading
shipbuilder in China. Rongsheng also enjoys a
strong reputation in Europe and Asia. Chen’s
long-term goal is to build Rongsheng into one of
the world’s biggest shipmakers.

Last month, TheLINK visited Rongsheng
Shipyard for a frank chat with Chen Qiang.
Dressed in a plain blue sports jacket, and sur-
rounded by gigantic hulls in the bustling ship-
yard, Chen shared insights and strategic tips
with the CEIBS community.

TheLINK: Rongsheng secured its first
shipbuilding contract less than four
months after breaking ground for the
shipyard. After just two years of op-
eration, the company has achieved a
solid reputation in Europe and Asia,
and now holds the lion’s share of the
global market for Suezmax oil tankers.
How have you developed the company
at such a remarkable pace?

CHEN QING: First, my personal reputation
plays a certain role.

Second, we use key account strategy — es-
tablishing a good reputation among the best ship
owners. Once we have their recognition, the other
ship owners will naturally follow. Our first [client]
was the Norwegian tanker company Frontline.
They asked me to deliver the ship in June, 2008,
but we will deliver before Spring Festival (February
2008). Our speed and quality impressed them and
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COMPETITIVE
ADVANTAGE — Chen

Qiang says Rongsheng's
shipbuilding successes
stem from: not competing
with SOEs, emphasizing
R&D, and using capital
effectively.

built up our credibility. Altogether, Frontline has
ordered 16 ships from us.

Third, the first ship is critical. During my
visit to Hyundai Heavy Industries, the largest
shipbuilding company in the world several years
back, I found that they took Waigaoqiao as the
No. 1 Chinese competitor. I was confused: what
are they afraid of? We are such a young com-
pany. The average age of employees is 20-some-
thing. They told me, ‘Everybody thought you
would delay the delivery of the first ship to four
months, but you delivered ten days before the
deadline. Your speed is amazing. As a young
ship maker, you have had such great achieve-
ments that your future is unimaginable.’

CHEN QIANG TIP: To build your brand, use a ‘key
account strategy’ — attract the best clients and your
reputation will spread.

TheLINK: The international ship-
ping industry is booming, and this
means fierce competition. What are
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Rongsheng’s advantages against local
and international competitors?
CHEN QIANG: We avoided direct competition
with major state-owned companies by entering a
“blue ocean” field where there is no competition
yet. We are focusing on two types of ships. First,
the 75,500-deadweight-ton Ice Strengthened
Bulk Carrier; we are building the first of this
kind in China. Second, the 156,000-deadweight-
ton Suezmax oil tanker, the first ship of this
model in China to meet the [international stand-
ard] Common Structural Rules. At the begin-
ning, people didn’t think the Suezmax oil tanker
would be popular, but we are now the No. 1 sell-
er of this ship worldwide, with nearly 40 orders
for this ship.

We also emphasize R&D and innovation.
In general, we make our profit by improving ef-
ficiency and producing high value-added ships.

Capital is especially important to a fast-
developing company like Rongsheng. We began
planning to go public in the capital market even
before our shipyard was completed and our first
ship delivered. Our plan has already received
a positive response from international capital
markets. But I always think people need to think
early and far ahead.
CHEN QIANG TIP: You can move forward fast using
the power of international capital. First, we have earned
a high-tech image by making high-value ships. Second,
we are preparing for an IPO in the international capital
market.

TheLINK: Rongsheng now employs
7,000 people. What is your manage-
ment style and strategy?

CHEN QIANG: First, I take advantage of three
kinds of talent hired from abroad, as well as
from Shanghai and Jiangsu. I have hired several
South Korean experts for our R&D team from
Daewoo Group, the second-largest ship maker in
the world. Next, we will hire European experts.
These foreign talents can improve the overall
technology level and lower the cost. I was criti-
cized by many at first; they asked, “Why do we

pay so much to hire them?’ The fact is these
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foreign talents can help the 300 Chinese college
graduates in our company to grow into first-
class engineers. In that sense, the cost of hiring
these foreign employees is very low. I also have
a high-level research team, most of them from
shipbuilding companies in Shanghai. These peo-
ple help to improve the efficiency of thousands
of workers.

Second, corporate culture is very impor-
tant. People from different places have their
own cultural norms. Here at Rongsheng, we
encourage people to think of themselves as
“Rongshengers.” We have signed a long-term
contract with the Korean employees and I have
told them, if they work hard here, they can work
to retirement in China. This has made them feel
quite at ease to work in Rongsheng.

Third, being people-oriented. Many mi-
grant workers lack a sense of belonging when
working in the city. We make them feel at home.
We have built a Rongsheng Garden, a home for
employees. Also, I talk with blue-collar employ-
ees regularly. My goal is to make my people feel
cared for, inspiring their thinking and giving
them training.

Fourth, we should be innovative and always

strive for excellence. I am the first in China to
introduce an IT system for shipbuilding. Also,
we learned accuracy management from Japanese
companies and place a heavy emphasis on op-
timizing working flow. When I was overseeing
Waigaoqiao Shipyard, the planned production goal
was 1.05 million ton of ships each year. I raised
the number to 3.5 million tons. I think a company
needs to revolutionize and improve itself all the
time in order to grow higher and better.
CHEN QIANG TIP: To successfully manage a large-
scale company, take advantage of talent from differ-
ent places; build a cohesive corporate culture; remain
people-oriented and innovative.

TheLINK: You achieved many break-
throughs in the Waigaoqiao Shipyard
by lowering costs and improving
efficiency. You coined the phrase
“smart working.” How do you con-
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tinue your smart working concept in
Rongsheng?
CHEN QIANG: You cannot work well
without thinking and researching. In fact,
Rongsheng’s equipment is no better or maybe
even worse than those used in the SOEs. But
we have made sure that the core tools — the IT
system, the dock and 900-ton gantry crane —
are all the largest and best quality in China.
Not everything needs to be so advanced.
For example, our factories are of different sizes,
unlike the uniformly large-scale factories of
SOEs. We think different sized factories can
supply different parts of a ship, allowing re-
sources to more efficiently be used. My manag-
ers must not only finish their assignments per-
fectly, but also use money efficiently.
CHEN QIANG TIP: “Work smart” by improving ef-
ficiency; for critical equipment, use only top-of-the line
technology and products

TheLINK: Under your leadership,
Waigaogiao and Rongsheng became
leading companies within very few
years. How did you achieve this?

CHEN QIANG: By thinking ahead. Currently,
84 percent of the ships in the world are built in
Asia — mostly in China, South Korea and Japan.
South Korean and Japanese companies are al-
ready producing high value-added ships. I must
be the first one to dare think of building high
value-added ships in China.

Big international companies set the con-
suming trends and new markets. Most [domestic]
companies don’t have this mindset. One reason
is that they are too small-scale; second, they are
just followers. Third, “make what the customers
need” is an important concept. But sometimes,
the customers don’t know what they need. Then,
we must be able to predict the future. We should
be able to tell customers that the new products I
provide you with will make you more profitable.
If you want to be a true leader, you must think
ahead of your customers.

CHEN QIANG TIP: A true leader thinks ahead of his
customers.
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CHINA IS NOW THE NO. 2 AUTOMOBILE
MARKET IN THE WORLD, AND PERHAPS NO.
1 IN TERMS OF COMPETITIVE FEROCITY.
MORE THAN 130 CAR-MAKERS NOW CROWD
CHINA’'S SHOWROOMS WITH THEIR LATEST
MODELS, EACH VYING BITTERLY FOR THE
ATTENTION OF BUYERS. WHICH ONES
WILL SUCCEED? CEIBS ASKED 20 LEADING
INDUSTRY EXPERTS THIS AND OTHER
BURNING QUESTIONS AT THE 5TH ANNUAL
CHINA AUTOMOTIVE INDUSTRY FORUM.
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OUT OF BALANCE -
Chinese Academy of Social
Sciences Special Advisor
Wang Luolin said the top
challenge facing China’s
economy is “internal and
external imbalances.”
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By Audrey Wu

hina is now home to the

world’s largest automobile

market after the United

States, and the largest con-

sumer population on the
planet. These two facts have sent global car-
makers swarming into the Middle Kingdom in
recent years. Simply put: Winning the China
market is now critical for the global success of
international automakers.

But succeeding in this market is not easy,
even for the world’s best known car brands.
More than 130 international and domestic au-
tomobile manufacturers now operate in China.
Each of these makers is competing against the
world’s top international players as well as fast-
improving domestic players.

Adding to the competitive fire is China’s
increasingly attractive and fast-growing auto-
buying population. Since China’s accession to
WTO in 2001, national civilian auto purchases
have grown significantly every year. According
to NBS statistics, Chinese citizens purchased
50 million civilian cars in 2006, a 15 percent in-
crease over the previous year. China now boasts
a large population of sophisticated and wealthy
car buyers, proving its arrival as an “Auto
Nation.”

Maneuvering through this new Auto
Nation was the topic of CEIBS’ 5th Annual
China Automotive Industry Forum, held from
October 29 to 30 at the school’s Shanghai cam-
pus. Entitled “China’s Auto Industry: From
Joint Ventures to Global Alliances,” the event
attracted more than 20 top executives from
global automakers, high-level Chinese govern-
ment officials, and industry experts to speak
on the challenges and opportunities of the
country’s auto industry. More than 300 profes-
sionals and 70 local and international media

members attended. To follow are the primary

findings gleaned from the conference.

CHINA’S COMING ECONOMIC
CHALLENGES

During the past five years, China has witnessed
rapid economic growth with an impressive GDP
rate of over 10 percent annually. This growth has
helped give a modest boost to general consumer
demand, which had stagnated during the past
decade. Conference speakers began by deliver-
ing rosy predictions for China’s auto industry,
but noting a raft of emerging problems related to
the nation’s economy.

Special Advisor & Professor of Chinese
Academy of Social Sciences Wang Luolin
kicked off the forum by warning of key chal-
lenges that have accompanied the rapid develop-
ment of the Chinese economy. These include:
the risk of an overheated economy, increasing
inflationary pressure, surging asset prices, in-
ternal and external imbalances, and the need to
reform China’s economic growth model.

Wang believes China’s inflation in 2007 was
triggered by a combination of reasons including ex-
cess liquidity of bank capital, rising raw material pric-
es, and increasing domestic real income. “All these
factors have added to the inflationary pressure. And
this pressure must be released in some way,” he said,
predicting that as long as the economy maintains this
current high-speed growth, inflation will continue.
Wang also warned that the “wealth effect” brought
on by the considerable increase of China’s stock and
property prices “may even accelerate” the purchase
of real estate and stocks. China’s asset-price inflation
is now “not limited to stock and real estate,” he said,
but includes a wide spectrum of products from tea
to orchids. Wang called this shift “a very dangerous
signal,” adding: “the potential bursting of the bubble

will lead to severe financial risks.”
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LEADING ROLE — Because
of the car industry’s high
impact on the economy,
PRC State Council
Research Fellow Chen
Qingtai recommends that
the government promote
car production rather than
“micro managing” the
industry.
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Wang also warned of the co-existence
of internal and external imbalances which he
identified as the top challenge now facing the
Chinese economy. He suggested solving the
external imbalance by adjusting the country’s
export-oriented strategy, reducing the foreign
trade surplus, and speeding up exchange rate
reform. However, Wang also named funda-
mental problems in China’s imbalance between
savings and consumption. Addressing this
issue, he said, will naturally help solve the
external imbalance. It is essential to correct
the disproportionate distribution of national
income — China’s increase in government and
corporate savings greatly exceeds its increase
in personal savings accounts. Therefore, the
government must reshape the country’s invest-
ment structure and leverage financial policy
to adjust wealth distribution. Such a restruc-
turing, Wang said, would increase residents’
income and encourage greater consumption. In
the near future, he expects China’s economic
growth-rate to decrease “mildly” in response to

government efforts to chill growth.

THE ROLE OF CHINA’S AUTO INDUSTRY
IN ECONOMIC DEVELOPMENT

Turning from the general economic outlook,
conference speakers next addressed the future of
China’s auto industry, specifically. Since China’s
entry into WTO in 2001, the nation’s auto sector
has grown at an average rate of 22 percent, two
times faster than that of the country’s annual GDP.
In 2006, China’s NBS for the first time added “au-
tomotives” to its list of key consumer categories,
showing the increasingly significant role of this in-
dustry in the development of the national economy.

Automobile consumption in China has
surged in the past few years. According to NBS
statistics, private Chinese citizens bought 30
million cars in 2006 — a jump of 23.7 percent
over 2005. This surge has convinced global
manufacturers that China is on a fast-track to

becoming the world’s largest car market.

Even before that happens, Chen Qingtai,
Research Fellow of the Development Research
Center of the State Council of PRC, believes
China’s automobile industry will play a leading
role in the nation’s economic development. Chen
explains that the car sector “involves the widest
range of industries; incorporates the maximum
number of new technologies, materials, process-
es and equipment; and enjoys the largest scale of
production and market.”

Given the importance of this industry,
Chen recommends that the government “move
away from micro-managing and towards auto-
mobile production and operation” and “focus on
external rather than internal factors.” He points
out that obstacles to sustainable consumption
mostly originate outside the auto industry — such
as high energy costs, environmental concerns,
congestion, and traffic safety.

Chen also suggested that government re-
direct its focus from economic and investment
control of the auto industry and toward social
regulation and consumer guidance. In this way,
the government would influence consumer be-
havior by implementing industry policies on
issues including energy saving, pollution reduc-
tion, traffic efficiency and road safety. These
steps would, in turn, enhance manufacturers’
R&D efforts as they meet changing consumer
demands.

SPIRIT OF “CO-PETITION”

The marketshare of China’s local automakers
has increased to 29 percent, up from 17 percent
five years ago — a move that has caught the at-
tention of the global industry. International
manufacturers face growing competition from
local rivals as they vie for increasingly demand-
ing and well-informed Chinese consumers.
Despite the remarkable achievements of
local players in recent years, forum speakers
stressed that most still benefit from cooperat-
ing with overseas automakers to boost do-

mestic growth and explore overseas markets.
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STRATEGIC
COOPERATION — Industry
leaders Winfried Vahland
of Volkswagen Group (left),
Christian Streiff of PSA
Peugeot Citroen (center)
and Yi Mingshang of
Lifan Holding Co. (above)
agreed that foreign-do-
mestic auto JVs must be
built on mutual trust, win-
win strategies and shared
goals.
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Meanwhile, most foreign manufacturers still
benefit from the local expertise of a domestic
partner. Thus, domestic-foreign cooperative
ventures remain the rule of thumb for many car-
making ventures in China.

On this point, three conference speakers
agreed — Volkswagen Group Executive Vice
President Winfried Vahland, PSA Peugeot-
Citroén CEO Christian Streiff, and Lifan
Holding Co. Chairman Yin Mingshan. These
industry leaders stated that foreign-local coop-
erative agreements must be built on the basis of
mutual understanding and trust; that it is critical
to listen to partners’ opinions; and that a win-
win strategy can only be achieved if partners
share common long-term goals.

Strategic cooperation requires more than
capital investment, stressed Streiff, adding that
PSA Peugeot-Citroén’s experiences show that
both sides must provide complementary technol-
ogy and skills, and must collaborate in covering
costs and conducting R&D. In addition, Streiff
urged JVs to reduce risk in two ways: by defin-
ing clearly the liabilities of both parties, and by
sharing responsibility for ensuring quality. PSA

Peugeot-Citroén has coined the term ‘co-petition’
to refer to the combination of competition and
cooperation which characterizes the industry.
Says Streiff: “We believe that ‘co-petition’ is the
best word to define the auto industry. Compete,
fight hard on one side; and at the same time, co-
operate to develop the market to make it better.”
Lifang Holding’s Yin put it another way: “Co-
operation is not limited to a union of two titans.
Leading companies should also forge alliances
with fast-developing companies. The former is
more like buying a blue chip while the latter is like
buying a potential stock. I think that the Chinese
auto makers are like potential stocks.”
Localization is now a key goal of many
international players in China’s auto industry,
pointed out Vahland. The increasingly competi-
tive market in China will force industry play-
ers to offer competitive prices, which Vahland
stressed means localizing production. Currently,
China supplies 80 percent of auto parts for
made-in-China automobiles, up from 3 percent
in the mid 1980s. Thus, he said, both interna-
tional automakers and auto parts suppliers must

now be rooted in China in order to succeed.

CHINA’S CHANGING CONSUMERS

There are 81 local brands in China (as compared
to 47 in the U.S.) releasing an astounding av-
erage of one new car model every three days.
In such a revved up environment, conference
speakers said players are often forced to com-
pete bitterly for consumer attention by launch-
ing dazzling sales promotions and even taking
price plunges. But the long-term key to survival,
speakers agreed, is establishing a strong brand.
The first step toward winning the fickle
hearts of Chinese car buyers is to understand
them. According to research by London-based
TNS market research firm, domestic car buyers
are mainly young (aged around 35) and male (75
percent of buyers are men) and first-time buy-
ers, however the number of women buyers and

repeat buyers is now rising.
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TNS classifies China purchasers into three
types: status-oriented, those who buy large cars
as a status symbol (35%); care-oriented, those
who buy practical and safe vehicles (37%);
adventure-oriented, those who buy trendy cars
emulating a “Western” lifestyle (28%). Over the
last two years, China’s “adventurers” are grow-
ing while “status seekers” are decreasing.

Regional Director of TNS Automotive,
North Asia-Greater China and Korea, Klaus Paur
says winning consumer loyalty is the biggest
challenge for China’s automakers. The best strat-
egy, he says, is to provide a comprehensive prod-
uct mix that can quickly be updated. Paur also
says brand loyalty among Chinese purchasers is
improving: 38 percent of domestic consumers
now exhibit brand loyalty when purchasing cars.
In mature markets, the ratio is 60 percent, show-
ing room for improvement in China.

Sharing his strategy for successful branding
at Ford Motor Co., company Vice President for
China Keith A. Davey had this advice: “Brand
building must be undertaken in every corner of the
company.” Davey explained that branding is “the
art of connecting with consumers” by providing

them with a product that consistently lives up to

its promise. “The promise highlights the features
of that product versus a commodity... The most
important thing in establishing a brand is ‘prod-
uct, product, product,” he said. A strong brand,
he added, can generate large sales volumes while
commanding a higher price than competitors.

To win consumer loyalty and gain a
competitive edge, companies must “drive”
client demand, Davey said. “We define our-
selves as a consumer company that tries to
understand and respond to — and create —
demand within our consumers. We do that by
translating consumer needs into a competi-
tive advantage within our brand, then build-

ing sustained relationships,” he said.

CHALLENGES AND SOLUTIONS IN AUTO
PARTS PRODUCTION

The localization of auto parts production has
now reached 80 percent and climbing. “Chinese
suppliers are becoming more reliable, by manu-
facturing higher quality products. So not surpris-
ingly, China is starting to become an export hub
to the world,” said Pierre E. Cohade, President of
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HOME COURT ADVANTAGE
— Few foreign makers

in China’s commercial
vehicle market can com-
pete against low-priced
domestic suppliers, says
Xu Changming of the State
Information Center, but
this may change.
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Asia Pacific Region, Goodyear Tire Management
Co. (Shanghai). At present, China’s auto parts
makers not only supply 80 percent of demand
from China-based auto makers, but exports also
rose 33 percent in 2007.

Despite fast growth, the industry still faces
challenges, however. 3M China Managing
Director Kenneth Yu said the key difficulties
lie in providing innovative, environmentally
friendly, energy efficient products, instantane-
ously and at a low cost. Yu shared the following
advice for thriving in the China market, based
on 3M experiences as a supplier of 1,000 auto
parts: enhance R&D, understand your customer,
and react fast to customer requirements.

Goodyear’s Cohade suggested that Chinese
suppliers continually improve their products,
techniques and supply chain processes. He ad-
vised against focusing on price at the expense
of maintaining customer relationships and im-
proving product quality to meet international
standards. “Cheaper is not always better,” he
said. Finally, he urged buyers to gain a solid un-
derstanding of the strengths and weaknesses of
China-based suppliers and urged foreign manu-
facturers to invest in training and monitoring

those suppliers.
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COMMERCIAL VEHICLES: THE RISE OF
LOCAL BRANDS

In contrast to China’s passenger car market,
where JV-produced brands dominate, Chinese
brands enjoy a large slice of profits in the com-
mercial vehicle market. Although most interna-
tional commercial vehicle makers are already
established in China, nearly all remain small-
scale and some have already exited the market.

Why? The low price of domestic suppliers
presents a barrier that international suppliers can-
not overcome, explained Xu Changming, director
of the Information Resources Department of the
State Information Center, PRC. Xu explains that
60 to 70 percent of Chinese buyers of medium- to
heavy trucks hail from rural areas, where demand
is low for high priced international vehicles. Most
buyers are looking for low-value vehicles for use
on China’s rough backroads, and few buyers are
willing to pay extra for features such as energy
saving or emissions controls.

With the further development of the
Chinese economy however, Xu predicts that
demand for high-end vehicles will increase
in the future, but says the jury is still out on
whether domestic or foreign players will win in
this brand new market. Said Xu: “Local brands
will improve product quality and perform-
ance through updating their products, while JV
brands may lower their standards to meet local
needs. So the question is open.”

For Chinese auto makers struggling to clear
a path to international markets, the biggest chal-
lenges lie in ensuring quality, after-sales service,
sales networks and marketing. Xu recommended
that Chinese companies target developing countries
first, because “technology standards and purchasing
power are similar with China.” He warned Chinese
companies “not to continue the current low-end,
low-price strategy, but seek a balance between ac-
ceptable quality and attractive price. “Our prices are
so competitive that even if increased by 10 percent,
they still enjoy advantages,” he said. Finally, he
urged Chinese companies to not only export com-
pleted cars, but also technologies.
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TV Magic — Starbucks CEO
Howard Schultz lit up the
CEIBS Auditorium stage,
and CNN’s The Boardroom,
with his exclusive Q&A
session with MBA stu-
dents on November 2.

By Laurie Underwood

n November 2, 2007 CEIBS

made history as the first

business school worldwide

to host the inaugural film-

ing of a new show pro-
duced by CNN called The Boardroom Master
Class. The idea behind the show was to bring a
world class CEO — in this case, Starbucks CEO
Howard Schultz — to the campus of one of the
world’s leading business schools — i.e. CEIBS
— for a new twist on CNN’s popular interview
program The Boardroom.

The nearly 300 students, professors and
guests who packed the CEIBS auditorium that
morning witnessed a bit of television magic.
Working around the clock for the four days lead-
ing up to the show, CNN crews had transformed
the school stage into the dramatic backdrop for
the Boardroom Master Class series, erecting a
massive window depicting a fantasy skyline that
incorporated buildings from the three cities fea-
tured in the series: Shanghai, London and New
York. After CEIBS, the program will be filmed
at London Business School, then Columbia.

As the lights went down, CNN host
Andrew Stevens warmed up the audience with
a slick video montage introducing the star of
the show. The MTV-style video showed clips
of Schultz during his nearly 30-year history
with Starbucks, beginning with a wholesale
stall at Seattle’s Pike Place Market and ending
with 14,000 retail cofee bar locations world-
wide. The clip ended with Schultz arriving at
Pudong International Airport, driving through
Shanghai, ordering a coffee at Xintiandi, cross-
ing the river and pulling into the distinctive
CEIBS gate.

During the 90-minute interview that began
as Schultz strode onstage, the chairman of one
of the world’s best known and most successful
brands shared with CEIBS frank insights into
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his business plan, management philosophy, past
frustrations and concerns for the future. He can-
didly discussed projects that failed, told why he
closed the Starbucks shop in the Forbidden City,
and discussed the famous leaking of an internal
memo in February 2007 in which he expressed
fears that Starbucks was becoming “sterile” and
lacking in soul.

The program aired on CNN International
worldwide on November 10, 11 and 12, in a
12-minute show. On November 12, a longer
version of the program was uploaded onto
CNN.com and to the CEIBS website
(www.ceibs.edu/media/archive/22899.shtml.)
Read on for highlights of the Howard Schultz
interview, conducted by CNN at CEIBS.

CNN HOST ANDREW STEVENS (AS):
Shanghai, China! I don't know about you
but every time I come here I'm amazed
by how much this place changes, the
economic development... every time you
come back, it's almost like you're visit-
ing a different place, don't you think?

HOWARD SCHULTZ: I’ve been here four or
five times over the past 12 months and every
time I come back it seems as if it’s been trans-
formed all over again. China, and specifically
this part of the world, will be the number one

growth region for Starbucks.

AS: Let’s talk about that Howard... Just
how big are your plans for China?

HS: We’re approaching 600 stores in greater
China, 300 in the Mainland. I think at the end of
the day, there’ll be thousands of Starbucks stores
in China. But I think it’s important to note that
despite the success that we have enjoyed in other
parts of the world, success is not an entitlement
anywhere — especially in China. We have to earn

the respect of the Chinese customers and do it in
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BIG PLANS — Schultz
expects Starbucks to
expand from the current
300 stores in mainland
China to “thousands.”
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Success is not an entitlement anywhere — especially China.
We have to earn the respect of the Chinese consumers.
— Howard Schultz, CEO, Starbucks

a way that is very respectful and very sensitive
to how people live here.

AS: When you look at a market do you
radically alter the Starbucks model or is
it much more of a case of ‘one size fits
all’, with a few minor modifications?
HS: When you look at Starbucks as a business
case, what we have done and the way we do
business is quite different than a classic con-
sumer brand. Let me be specific: Most consumer
brands that have emerged in the last 10, 20 years
have been built through traditional marketing
and traditional advertising. Starbucks is not an
advertiser. People think we’re a great marketing
company but in fact we spend very little money
on marketing. We spend more money on train-
ing our people than advertising.

AS: Was that always the plan?

HS: Well, when we started, we had no money.
We had no choice: we had to figure out a dif-
ferent way. But the point I want to make is that
we built the brand by the experience; and when
you look back on the history of Starbucks, we
are the quintessential experiential brand built
by what’s happened inside our stores. And the
mantra has been this: if you want to exceed the
expectations of your customer, you can’t do
that unless you exceed the expectations of your
people first. Which means you have to treat
people with respect, and dignity. People want
to be part of something larger than themselves;
and at the end of the race, there has to be some-
thing in it for them.

AS: Let’s talk about the closing of
Starbucks in the Forbidden City.

HS: We were invited to open up a store there
and we did very well, and then all of a sud-
den it was reported by a local blogger that
perhaps we were being disrespectful of the
history and culture of China. And I think for
us, as soon as that occurred, we took a step
back and said we don’t want to do anything
that would dilute the integrity of the heritage
and culture of the Chinese people; and if they
want us to leave, we will leave. And I think
we did that very respectfully and walked
away and I think many other companies
probably would have fought it. But we didn’t.
We don’t want to do anything that would be
inconsistent with how people would view an

outsider.

CEIBS MBA student Robert Zhang:
Starbucks products are expensive,
but it also means a fashionable ex-
perience. Can you tell me why people
see [Starbucks products] as premium
items and are willing to spend so much
money on them?

HS: I wouldn’t say Starbucks coffee is expen-
sive; I would say it’s a premium product at a
premium price, based on what it is we deliver
to the consumer. And the price of coffee that
we buy is significantly higher than most peo-
ple in the coffee business. In terms of what
we deliver, people really do feel that there is
good value for the experience [they have] in a
Starbucks store.
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CEIBS MBA student Aleksandra
Krainski: We know that China is a na-
tion of tea drinkers. How do you make
it a nation of coffee drinkers and have
you ever thought of adding a tea chain
to your business: Starbucks tea?

HS: Another good question. I was talking
about coming to China and being respectful of
the heritage here. Starbucks is not coming to
China to displace the love that people have for
tea, we’re coming to China to create a comple-

mentary beveraging experience. We have been
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in the tea business for over 30 years, but it’s
less than 1 percent of our sales. I don’t think
that there is an economic model that I can see

for a traditional tea store in our future.

CEIBS MBA student Sher Le Chua:
We’'ve heard of the frappuccino and
other different products you have in-
troduced. I'm wondering what prod-
ucts have not made it — ideas that did
not work.

HS: Well I’ll give you one idea that was a big

FER MBA F4 kit %3k BB R AR BIF CNN TIFARES - &£
EBEXH () &%.

WINNING SMILE — Rachel Zhang (MBAQ6) was one of two winning
students representing CEIBS during the filming of The Boardroom.
Zhang presented her team’s business plan on air. Here, with CNN
Host Andrew Stevens (left) and producer Andrew Demaria.
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FORTUNE 500 Advice:

Starbuck’s Schultz Assesses Student Business Plans

Fancy having one of the world’s superstar CEQOs give
feedback on a business plan cooked up by you and your
group-mates at CEIBS? What if we threw in a professional
Hong Kong-based camera crew and CNN producer to create
a slick 3-minute video of your plan to catch the CEQ’s eye?

These were the terms enjoyed by the winners of the
CEIBS MBA Business Plan Competition in preparation for the
November 2 filming of CNN’s The Boardroom Master Class,
starring Starbucks CEO Howard Schultz. In October, all MBA
students were invited to submit business plans for review
by MBA Dean Lydia Price and Marketing Professor Rama
Velamuri. Seven groups entered the competition, and four were
recommended to CNN producers for the final decision, and two
groups were chosen to present their Business Plan to Howard
Schultz on air.

The first winning plan, developed by MBA 2006
classmates Weifang Chen, Karl Leung, Fabio Mercurio, plus
presenter Rachel Zhang, developed a family entertainment
concept called The Pit Stop — a chain of one-stop leisure-
and-education facilities for multigenerational Chinese fami-
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lies. The goal is to create a single entertainment destination that appeals
equally to parents, grandparents, and children.

In presenting the plan via 3-minute video (filmed at a bowling alley),
Rachel Zhang stressed that upper income Chinese families are eager to
find a single location that can entertain an entire extended Chinese fam-
ily. Zhang told Howard Schultz: “The Pit Stop is a combination of sports,
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HRER MBA & M it &I B —
3 3k B BA X 3k Simon Brit
MELE - FRREZ -
SOLID PLAN — Simon Brit,
was the other CEIBS MBA
student to present his
team’s business plan — for
a chain of dental clinics
—to CNN. Schultz’ re-
sponse? “I love the idea!”

education and entertainment. ... We think there is no such
concept in China, especially for the family.” The biggest
challenge, she acknowledged, would be to keep the place
filled during weekdays.

In responding to the video, Schultz first congratu-
lated the group on its “big idea”. Addressing the problem of
keeping the facility full during weekdays, he had the follow-
ing advice: “The cost structure of something like this has
an overhang where there is a big burden during Monday
through Friday. ..It's a weekend business.” Schultz advised
the group to expand the business into a line of products
he knows well. “You need a lot of food and beverage to go
along with the activities,” he said. “Now, all of a sudden
you're in the leisure business and you're in the food and
beverage business and that’s a lot to take on in a start-up.
But I think the core idea of leisure and focusing on families
and children is spot on.”

The second winning Business Plan came from MBA
2006 students David Garcia, Jim Hsieh, Lily Li, Leon Yuan,
and presenter Brit Simon (exchange) with the concept China
Smiles. This plan focused on setting up a chain of dental
clinics across China, providing international standard dental
services.

“There is absolutely a tremendous need for this
service,” Simon told Howard Schultz in his video, which
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he filmed while seated in a dentist’s chair. “There are only
60,000 dentists to serve the [China] market, that’s just not
enough.”

To meet one of the key challenges to the plan —
attracting enough qualified dentists — the group plans to
focus on attracting entrepreneurial senior dentists to join
the enterprise (by offering ownership and revenue sharing)
and to focus on training younger dentists.

Schultz said the group had identified an “untapped”
and “emerging” market, and that he expected strong de-
mand for both basic dental care and more sophisticated
cosmetic services. He suggested that the United States
could be a source of both qualified dentists (“there are
a plethora of dentists in North America”) and of venture
capital money, commenting that many U.S. dentists would
be interested in joining the venture. “You have identified
something that | think is really significant and a big op-
portunity,” said Schultz. He also suggested that the group
“focus more on the cosmetic side than on pure dentistry
... get people to recognize that you can improve their
smile, their looks — and that it's not painful.” In terms of
brand building, Schultz suggested that China Smiles start
by promoting a consumer friendly product such as teeth
whitening via inexpensive trials. His closing remarks were a
clear endorsement. “I love the idea,” he said. “I really do!”

To view this and other segments of The Boardroom Master Class at CEIBS, visit www.ceibs.edu/ media center or CNN.com

failure, and it was my personal idea. A few years
back, I had the brilliant idea that we should publish
our own magazine. On paper, it looked like a great
opportunity: all the people coming into our store,
we see them reading. We saw lots of newspapers in
our stores, [so I thought] why don’t we just create
our own magazine? There are a thousand maga-
zines out there that are fantastic, [but] not good
enough for us — we’ll do our own. We got a great
partner, Time Inc, and we invested millions of dol-
lars. It was a fantastic-looking magazine, a great
editor — and no one bought it. We lost our shirt. I
have a rack of those magazines sitting permanently
in my own office to try and remind myself, and

others, of a very important business lesson. That

is: it’s one thing to learn from your mistakes but
sometimes you have to celebrate them. The one
thing that I do not want to do at Starbucks is have
the kind of failure where we start discouraging
creativity and entrepreneurship. I'm very fond of
encouraging our people to recognize that our suc-
cess is not an entitlement, it has to be earned. And
we have no right to enduring success unless we
continue to be relevant and close to the consumer.
But there is a real balance here: the world is chang-
ing so quickly and the consumer has so many
choices that the important thing is not only staying
relevant but preserving and enhancing your core
business so that it’s not diluted by other things you

do. This is an art, not a science.
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AS: Let’s go back to 1983. You had just
joined Starbucks, been there for a few
months and you went to Milan, Italy,
and it’s been said that was a defining
moment in your career.

HS: When I joined Starbucks, we were getting
ready to open up store number four in 1982 and
I was the head of marketing. Within a year of
being with the company, I was sent to Italy to a
coffee trade show. I went to Milan and I found
myself walking from the hotel to the conven-
tion center and everywhere I walked I saw...
these wonderful, romantic coffee bars. I walked
in there and I must say I was just swept away
with the sense of community, the romance of
espresso. But the idea was, I saw something that
Starbucks was not doing; and it’s almost unbe-
lievable to think of the fact that from *71 to ’82
Starbucks did not sell one cup of coffee. We only
sold coffee by the pound for home consumption.
So I raced home to Seattle and I was so excited
and probably a little overheated about what I had
seen and what I thought we had missed. And
the founders of Starbucks — and I must be very
respectful because they had started the business

— but they did not really want to move Starbucks

>
A
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into this area of the business. But after two-and-
a-half years of me kind of knocking on the door,
they allowed me to open up the first coffee bar
for Starbucks.

AS: Let’s just stop there for a moment
...The founders, the people you look up
to, have said, ‘not interested’. How did
that make you feel?

HS: I was terribly frustrated but I was patient.
I was very respectful of the fact that it was their
business and when we got to the first coffee bar it
was a store that was about 1,500 square feet and I
only had a couple hundred dollars to open up the
bar. Within a few weeks, we had about 1,000 cus-
tomers a day and we introduced the drink and the

word ‘café latte’ to Seattle, and America.

CEIBS student Gulnara Abdullina:

Do you think you have had to sacrifice,
partially, your early vision?

HS: I think we’ve been fairly blessed. If I
look back on the initial business plan for our
company and what we were dreaming about,
most of the things that we’ve been able to
do are very consistent with that. The origi-

nal business model was to be able to achieve

a—
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Howard Schultz’
Golden Business Rules

During the filming of CNN’s The Boardroom Master Class on November 2 at the
CEIBS auditorium, Starbucks CEO Howard Schultz shared the following strategic tips
with CEIBS students and faculty:

1. You have to be 100 percent authentic and true. | think when you're either
building a business or joining a company, you have to be transparent — you can't have
two sets of information for two sets of people.

2. A great leader, at times, has to demonstrate a level of vulnerability and share
with people how you really feel.

3. In order to achieve success, it takes unbridled enthusiasm and passion. You
have to find something that you really, really love.

4. You have to be willing to understand that this is hard to do — to build great and
enduring success takes personal sacrifice.

5. You have to find people who share your dream, and not only to make money.
Great businesses do not succeed because they’re focused purely on making a profit.
Great businesses succeed at a high level of profitability because they are doing fantas-

tic things for their people, for their customers and their communities. Find that fragile

balance and you will build a profitable business.
6. Surround yourself with people who are smarter and more experienced than
yourself and share the success with them.
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the fragile balance between profitability and
a social conscience, to build trust between
our employees and our customers, to create
a “third place,” where it really would be an
extension of people’s home and work. I think
the challenge for us going forward, while
maintaining our links with the past, is that
we’re a big company today. And the question
is: how do you get big and stay small, how do
you maintain intimacy with 200,000 people
who work for our company, with 50 million
customers a week. And so the answer is: the
original business plan never imagined that we
would have 15,000 stores. And one thing you
should know is that when I was raising equity
for Starbucks, the original business plan was
100 stores, and I had such a hard time rais-
ing money and I couldn’t afford to reprint the
business plan, so I actually crossed out [100]
in ink and wrote “75.” I never imagined that
we would be here today. We are maniacally
focused on quality, maniacally focused on
providing a great environment for our people,
we don’t want to dilute the environment of our
company, and will not, for growth’s sake. And
so it’s a constant battle and challenge in grow-
ing the company and at the same time main-
taining its intimacy with those constituents

that I have mentioned.

AS: In February this year, a memo,
written by you, appeared on the
Internet. It wasn’t meant to appear
publicly, but it did. And I'll quote this.
It says the Starbucks brand is being
watered down because Starbucks
is opening too many “sterile, cookie
cutter stores that lack character and
soul.” Now to me, what you are saying
is that Starbucks is losing its way. Is
that how you felt?

HS: Let me provide some context for the
memo. If you sat in our Monday morning meet-
ing for the last 15 years, you’d go in that meet-
ing, if you’re an outsider and you’d say, ‘this

company’s really in trouble.” We don’t spend a
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lot of time celebrating. We spend a lot of time
focusing on the things that we need to get bet-
ter and we are very, very, hard on ourselves.
And I felt I needed to remind our people that
as we are growing and looking forward, we
need to link the growth and development to the
heritage and the tradition of what has built this
company. I wouldn’t apologize for the memo,
I was self-critical of some of the things I think
we were doing and that is my role and respon-
sibility to make sure that the guardrails of the

company are intact.

AS: What are your moral values as they
apply to your corporation? Where do
they come from?

HS: I was a poor kid from Brooklyn, New
York, growing up on the other side of the
tracks, and I’ve never lost sight of the fact
that I want people in our company — whether
they are highly educated, come from a rich
or poor family, whatever religion they are,
whatever color they are — I want people to
be valued and respected. And I think that
goes back to the fact that, as a young boy, I
watched my father lose his self esteem be-
cause, as a blue-collar worker in the 50s and
60s, he was kind of devalued. And I never
forgot that. And so what we’ve tried to do as
a company is directly linked to my childhood

experience.

AS: You will step down from Starbucks
one day, the proverbial bus is always
out there. What do you want your
legacy to be. How do you want to be
remembered for what you have done at
Starbucks?

HS: It’s hard to answer that question because I'm
a long way from that bus. But I would say the suc-
cess of the company is linked to the fact that the
company really did try to have a conscience and
a soul in everything it did. And the success of the
company was shared with its people. That would
be enough for me.
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China entrepreneurs are in the right place at

the right time to play big
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CHINA ENTREPRENEURS ARE IN THE RIGHT PLACE AT THE RIGHT
TIME TO PLAY BIG. DESPITE THE TOUGH ODDS AGAINST STARTUPS
- ONLY ONE IN FIVE REACHES ITS FIRST BIRTHDAY - CHINA OFFERS
ONE OF THE BEST ENTREPRENEURIAL ENVIRONMENTS IN THE WORLD
RIGHT NOW. BUT CEIBS PROFESSORS SAY THESE IDEAL CONDITIONS
WON'T LAST FOREVER.

TO PROVE THIS POINT, IN THIS COVER STORY THELINK PROFILES
FOUR ALUMNI-RUN COMPANIES THAT STARTED UP - AND SUCCEEDED.
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By Laurie Underwood

ack in 1997, an Industrial
Design student named Lu
Feng, from Xian’s Northwest

Light Industry Institute,

came up with a simple but
clever idea: what if key financial data on China’s
markets were formatted onto a handy computer
disk, allowing investors to easily assess trends?
One decade later, Lu (CEIBS EMBA 2002) op-
erates China’s #1 resource for financial data. In
fact, his company, Shanghai Wind Information
& Technology Co., is known internationally as
“China’s Bloomberg.”

Four years later, in the central Mexican
shoe-manufacturing town of Leon, Juan
Martinez (MBA 2002) was preparing to fol-
low his childhood dream of visiting China — an
ambition that led him to found a trading com-
pany handling leather materials, fashion acces-
sories and more. Now in its fourth year, Solhix
is bringing together hundreds of suppliers and
buyers from both sides of the Pacific.

Meanwhile in Guangdong province, Li
Xiong (EMBA 2002) spent 2005 developing a
solution to a common problem among his peers:
fellow businesspeople were constantly scram-
bling to find the best restaurant for company
meetings or events. In response, Li formed the
MYFB Restaurants Guide, offering internet or
mobile access to a database of 3,000 Guangzhou-
area restaurants. Today, the service reaches a user
base of 100,000 clients, and growing.

That same year, Parisian transplant Valerie
Touya (EMBA 2002) discovered a growing pop-
ulation of sophisticated urban shoppers willing
to pay “European prices” for trend-setting cloth-
ing from talented new designers as an alterna-
tive to buying big name, global brands or fakes.
Touya now operates three bustling Curiosity
Concept stores in Shanghai and Suzhou.

What these four CEIBS alumni have in
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common is their successful pursuit of an entre-
preneurial dream in China. While starting a com-
pany remains one of the most financially risky
and emotionally stressful endeavors a person can
undertake — 80 percent of new businesses perish
before their first birthday — a growing number of
businesspeople are making a go of it. This month,
TheLINK takes a close-up look at the life and
times of the new generation of entrepreneurs in
China. Our cover story features the findings of
five CEIBS professors who are researching this
topic, and profiles the four successful alumni en-

trepreneurs introduced above.

SILICON VALLEY, EAST

Which is a better environment for an entrepre-
neur with a hot new business idea: Shanghai or
California’s Silicon Valley — home of America’s
trendsetting Web 2.0 technology and famous for its
creative minds, stylish living, and venture capital?

il

The answer is “Shanghai,” according
to CEIBS Professor of Entrepreneurship Ge
Dingkun. Prof. Ge should know: he is a product
of California’s famous creativity and entrepre-
neurial spirit, having spent several years work-
ing in San Francisco in the early 2000s.

“In the Silicon Valley, when you just walk
down the street or stop for a coffee, you hear peo-
ple talking about their ideas for startups,” says
Ge. But while the atmosphere near San Francisco
is crackling with innovative brainwaves, Ge
stresses that China now offers other valuable
benefits for entrepreneurs. Ironically, the nation’s
status as a developing market, and even its past as
a planned economy that banned entrepreneurship,
has created one of the world’s best environments
for launching a startup. The reason: On one hand,
Chinese buyers are well informed of international

product trends, and are increasingly willing and
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Got a great idea for a hot product to launch in China? Before you
cash in your hard-earned savings and transform your apartment into a
factory, ThelLINK has done some research to help improve your odds.
We checked in with CEIBS professors specializing in entrepreneurship to
ask which industries, products and services offer the best potential for
entrepreneurs.

Professor of Management Practice Amy Shuen, who now splits her
teaching time between CEIBS and Berkeley, first advises China-based
would-be entrepreneurs to pay attention to the booming Web 2.0 move-
ment. “There is going to be huge growth in many of the ‘Web 2.0" areas,
especially among China’s young urban professionals,” she says. Shuen
is now finalizing a China edition of her upcoming book on the Web 2.0
phemonenon. The book predicts the impact of the “next wave” of internet
technology worldwide, and in China.

Among her findings, Shuen says companies based in China, as
elsewhere, stand to win big by using emerging technology to accurately
track and meet consumer demands. Web 2.0 technology focuses on the
ability to record user behavior (web-viewing patterns and click-streams,
for example), then customize advertising campaigns. This ability will likely
prove extremely useful in China, a market in which consumer preferences
change particularly quickly.

China’s enormous mobile phone using population — now largest in
the world — also offers vast, lucrative opportunities. Shuen points out that
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Google made its money by attracting users and advertisers to its efficient
key-word searches via the laptop. “Whoever collapses this ability to the cel
phone and makes it available for users will be the next Google for China,”
she says. “The whole game right now is to try to use open and volunteered
information from users to provide them with a more relevant experience.”
Already, handsets are being used to track user habits such as calling pat-
terns (ordering lunch from the same delivery service for example) or even
shopping habits (repeated trips to the neighborhood drycleaner or coffee
shop). Companies that can access and “mine” such data, then cater di-
rectly to consumer preferences, will succeed.

“Search engines have shown there is a great deal of local market-
ing savvy that entrepreneurs will be moving onto the web,” says Shuen.
The next step, in China and worldwide, will be to develop the platforms to
“monetize” that data.

Agreeing that China will be “more tech driven” in the near future,
CEIBS Entrepreneurship Professor Ge Dingkun says this sector will benefit
from the combination of increased government support for value-added
tech services plus growing domestic expertise in the field.

Taking a broader view of the landscape for startups, Prof. Ge says the
entire services sector in China is promising now. He points out that the U.S.
now operates a US$600 billion services sector which supplies the nation
with 65 percent of its GDP. By contrast, China’s services sector supplied just
38.7 percent of GDP in the first quarter of 2007. As China continues with its
economic development, the potential for growth in services is vast.

Government-promoted industries are another good bet, Ge says.
“The Chinese government is spending tons of money on clean technology
— energy saving, pollutant reduction programs — as well as on high tech
sectors, especially biotech and nanotech,” he says.

Two other trends to track: China’s shift toward an aging population —
24 percent of Shanghai residents are over 65 years of age — and China’s
trend toward urbanization. By 2015, more than half of Chinese citizens will
live in cities, creating vast opportunities to meet a new set of demands.
Says Ge: “I predict more and more catering to urbanites.”

Finally, CEIBS Marketing Professor Per Jenster advises would-
be business launchers to adopt the right mindset. He quotes the famous
Rothschild statement that “Great fortunes are not made when the violins
are playing in the concert halls. Great fortunes are made when the bul-
lets are raging outside the cities.” The meaning, Jenster explains, is
this: “Change is a great source of entrepreneurial energy. In China, there
are some industries that are experiencing a lot of change right now.
Whenever you have dramatic changes, this creates great entrepreneurial
opportunities.”
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able to buy. On the other hand, local supply lags
far behind in many categories. This “asymmetry”
— more demand than supply for superior prod-
ucts and services — presents an ideal scenario for
launching a new business.

“The Number One success factor [for a
startup] is demand. Finding demand is much
easier in a high-growth economy like China,”
says Ge. “Entrepreneurs can succeed in China
simply by doing something faster and cheaper
than the existing suppliers.” In contrast, he says
startups in California typically face a tough time
attracting spoilt-for-choice consumers.

In the short term, Ge expects this market
“asymmetry” to continue in China. He points
out that, in transforming from a planned econ-
omy to a market economy, China has opened
many new market segments, resulting in “huge

opportunities.”

MUCH TO GAIN, LITTLE TO LOSE

China’s now flourishing environment for entre-
preneurs is especially remarkable considering
that entrepreneurship was flatly banned just
30 years ago, points out CEIBS Management
Professor Terence Tsai. During the 1970s and
1980s, private enterprise started with the in-
troduction of the township village enterprises,
then expanded to include private domestic en-
terprises and joint ventures, then wholly owned
foreign enterprises. Says Tsai: “It is only very

recently that you have true entrepreneurial spirit
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in China.” Despite its newness, the sector is
growing at warp speed. Today, 50 percent of
China’s GDP comes from the private sector, ac-
cording to the All-China Federation of Industry
& Commerce.

Going forward, China’s double-digit eco-
nomic growth rate will likely continue to create
favorable conditions for startups, adds CEIBS
Management Professor Per Jenster. Jenster and
fellow Management Professor Juan Antonio
Fernandez are co-authoring the book The
Dragon on Fire: Lessons From Entrepreneurs
in China, to be published in 2008 by the CEIBS
Case Study Center. Based on his research,
Jenster stresses that the closure or privatization
of many state-owned enterprises (SOEs) has also
created rich business opportunities. “In many
cases now, the work of defunct SOEs is fully
or partially being assumed by entrepreneurs,”
he says, adding that many of China’s most suc-
cessful private companies got their start as re-
vamped or replaced SOEs.

Also fueling the domestic entrepreneurial
flame are the growing population of university
graduates unable to find attractive jobs, plus
China’s low “opportunity cost” for startups. As
Jenster says: “MBAs elsewhere will think twice
before giving up their paycheck to start a busi-
ness.” But given that many of China’s profes-
sionals are generally underpaid by international
standards, many feel that they have less to lose
and more to gain by venturing out.

One piece of good news voiced by the
CEIBS professors is that China is generally a
relatively easy place in which to seek govern-
ment approvals to launch a business, especially
for Chinese nationals (see Resilience Pays, page
69, regarding foreign entrepreneurs in China).
“For a developing country, the business regis-
tration process is unusually smooth in China,”
says Prof. Jenster. Outside of a handful of still-
restricted “sensitive” industries, the Chinese
government is usually quite welcoming to start-
ups. Another plus in China: procedures are often
less formal than in developed markets. However,

Jenster stresses that China could improve, for
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example by making more official processes
available online.

MICHAEL DELL VS LEI FENG

Despite the benefits for entrepreneurs in China,
startups here still only stand a one in five
chance of survival to 12 months. In China,
CEIBS professors agreed that one of the most
serious difficulties is that entrepreneurship is
often discouraged — by academia, by financial
institutions, and even by the friends and family
members of would-be entrepreneurs. Prof. Ge
points out that in the United States, SMEs now
employ 85 percent of citizens and supply 95 per-
cent of new jobs created. Thus, China has much
to gain from creating a welcoming environment
for entrepreneurship.

One aspect that Ge hopes to see change in
China is the low level of risk tolerance within
China’s business culture. “Venture capitalists in
the West do check the success or failure rate of a
company but they also look at what lessons you
have learned. In China, the market is not so well
developed. Therefore, people judge a business’
value only by results — and that environment
is not good for entrepreneurship. In China, we
need a nurturing environment [for startups],” he
says.

To create a more conducive environment,
he and other CEIBS professors recommend that
China develop the public institutions focused on
helping startups and SMEs, such as the United
States’ Small Business Administration.

In fact, younger Chinese are already
showing entrepreneurial spirit, Ge says. “The
post-80s generation [of Chinese] are quite dif-
ferent from earlier generations — they are more
diverse,” he says. “In the past, the role model
was Lei Feng. Now it is Bill Gates and Michael
Dell.” He points to Chinese entrepreneurs such
as Cai Daibiao (CEIBS EMBA 2006) Founder
and CEO of Kungfu Catering — the first com-
pany worldwide to achieve mass preparation of

traditional Chinese cuisine.
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COWBOYS AND COWGIRLS

Another hardship for would-be startups is
China’s banking system. “The banks in China
are generally not very supportive of entrepre-
neurs and small businesses, particularly in
western China,” says Prof. Jenster. Even worse,
when cash is not available via established fi-
nancial systems, business founders often turn to
China’s underground money lenders. “There is
a well developed gray market for lending where
many Chinese go to get financing — but this can
be very problematic,” says Jenster. Because the
system is not legal, business founders can easily
be cheated. He says the problem is particularly
serious in the lesser developed regions of China.

In terms of available venture capital,
Prof. Ge says lots of VC money is available in
China, but not for startups at the beginning
phase. “Sufficient money is not available for
entrepreneurs in the seed stage, for conducting
initial market research. You have to do this on
your own [in China]. Only when you don’t need
money — when you are up and running — then
investors are willing to invest.”

Once a new company is operating, one of
the biggest challenges is ensuring ethical busi-
ness operations. CEIBS Management Professor
Terence Tsai describes the scenario in this
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way: “In some ways, you can draw parallels
between China now and Taiwan 30 years ago.
Entreprencurs are behaving like cowboys and
cowgirls — they are very adventurous, very risk
friendly.” In many cases, because startups tend
to be small-scale and vulnerable, they make
likely targets for corruption among business
partners, suppliers or even employees. Tsai’s
research into this issue includes a detailed case
study on the Taiwan-based real estate firm Sinyi
Realty Inc., chronicling the company’s efforts in
Taiwan, and now mainland China, not to tol-
erate corrupt practices within its operations.
Tsai's research on this was presented at the 2007
Academy of Management annual meeting in
Philadelphia, and will be published in 2008 as a
CEIBS case study.

“You do see quite a lot of seriously unethical
behavior where entrepreneurs in China are en-
gaged in IPR crimes or other violations,” agrees
Prof. Jenster. He stresses that China’s guanxi
system of business relationships also creates
the potential for unethical behavior. Particularly
devastating for startups is the threat of current or
former employees stealing company technology,
contacts, or processes and starting a similar and

competing business.

NOW’S THE TIME

What will the future bring for entrepreneurs in
China? CEIBS professors see a rosy future, at
least in the short term. “The next five years will
still be very exciting for entrepreneurs,” says
Per Jenster. “You have the growth; you will have
a lot of room for entrepreneurs to step into the
market.”

Going one step further, Prof. Ge says, for
many sectors, the best time to launch a business
in China may be right now. “Ten years from
now, competitors will have come in. Many in-
dustries [in China] are now consolidating. In the
future, the entry barriers will be much higher,”
he says. “I tell my students: If you want to start
a business, start now.”
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Foreign Entrepreneurs in China
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CEIBS Management Professor Juan Antonio Fernandez is
researching the China market for international start-ups for his
upcoming book, CHINA ENTREPRENEUR. Written with CEIBS
External Communications Director Laurie Underwood, the book will
be published by John Wiley in 2008. Below, Prof Fernandez shares
with TheLINK preliminary findings from his interviews with 40 China-
based international entrepreneurs and consultants.

TheLINK: In general, is China a good mar-
ket for international entrepreneurs to try
to launch a business — do the benefits out-
weigh the risks?

Prof. Fernandez: Among the 40 foreign entrepreneurs | have
interviewed for the book, 90 percent of them have a very positive
view. They say China is a place where startups can make money.
But that doesn’t mean it is easy. Foreign entrepreneurs face many
challenges — in the language and culture, they are of course always
at a disadvantage vis a vis local competitors. But on the other hand,
they bring their experience and expertise from their home countries
into China. That is their advantage.

H R E PR Ly b BRI L
CEIBS Management Professor Juan
Antonio Fernandez

a1 | LLAAE

!
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TheLINK: How is the China business environ-
ment different for international entrepreneurs
versus domestic entrepreneurs?

Prof. Fernandez: Local businesspeople have the advantage of know-
ing how to swim well in China’s turbulent waters. China is still a very
relationship-oriented society; a lot of business is done through class-
mates, family or friends. Foreigners don’t have that advantage; they
have to create their network from scratch.

There are some legal differences, too. Chinese startups need lower
minimum capitalization than foreign startups. Foreigners also struggle
because China’s legislation is changing all the time. For example, the
real estate industry no longer allows foreign investors. Also, there are still
some sensitive industries in which foreigners cannot invest. But in gen-
eral, China is quite open to foreign investment and entrepreneurs.

TheLINK: What are the main challenges that
international entrepreneurs face?

Prof. Fernandez: Hiring staff is a challenge for everyone in China but it
is even more acute for a small company. People have high expectations
for career development, competitive salary — these things are difficult for
a small company to offer. The other problem is protecting your business
idea. When you have a good business idea, it is easily copied. Foreign
entrepreneurs should be very aware of this risk and always be attentive
— it is not unusual that your own staff might start a business to compete
against you. Dealing with local suppliers can be another challenge, in
terms of ensuring quality. For example, one restaurateur we interviewed
was buying fake liquor from his supplier. He did not know until a customer
discovered it. Collecting payments is another problem. Many entrepre-
neurs experience problems getting paid. Financing the business is also a
hardship. The lines of credit available in other markets are not available
here and there is a general mistrust of entrepreneurs.

TheLINK: What surprises did you learn in do-
ing the interviews?

Prof. Fernandez: \We interviewed people who did not have an easy
time starting up in China; they did not come here with lots of funding
and many faced real challenges — they were cheated by their clients or
partners, their employees started competing businesses, they struggled
with the legal regulations. But despite all these negative experiences,
they still love China, they think it is a great place to live and to do busi-
ness. It has something to do with their personality — entrepreneurs,
at least successful ones, are resilient. They don’t give up. Despite the
hard knocks, they still believe in the benefits of the China market.
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Valerie Touya (EMBA 2002)
Hometown: Paris, France

Title: Founder of Curiosity fashio
Company launch date: 2005
Business focus: Retail fashion
accessories, jewelry
Business size: Seven employee
in Shanghai, one in Suzhou, offe
designer brands

Goal for 2008: Helping Europe
enter the China market
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By Lauren Hilgers

overing over the chic sweaters, coats
and jackets that line the walls of Valerie
Touya’s Curiosity clothing boutique on

Shanghai’s trendy Julu Road, are giant

images of the clothing designers fea-
tured inside. On one wall, Singaporean designer Nicholas
peers down broodingly at his dresses; from the other, Li
Hongyan, of the brand InSh, glances over her shoulder to
watch over her wares. At Touya’s stores, customers are sure
to know not just what they are buying, but who.

Introducing talented up-and-coming regional fashion
designers is a new bold concept among clothing retailers in
China, a market in which designer clothing has, up to now,
meant mainly big name international brands or knockoffs.
In her carefully designed displays, Touya is transferring
her unique business acumen to her customers. When this
Parisian 10-year fashion industry veteran (CEIBS EMBA
2002) launched her fashion retail business in China in
2005, she used a formula that relies not only on smart ne-
gotiations and number crunching, but also on creativity,
timeliness and, most importantly, relationships — with de-
signers, suppliers, and clientele.

Despite the newness of Curiosity’s merchandise in
China, the business strategy is a “very Chinese way of doing
business,” Touya says. “The whole concept is very personal
— that’s what it takes to get a store like this to be successful. I
have a very personal relationship with my partners. In China,
once you make a deal with someone, you know you can rely
on them.”

The formula, in combination with Shanghai’s easy ac-
cess to low-cost clothing manufacturers, has worked well
for Touya. Her first shop quickly burst its seams; today,
Curiosity has expanded to three locations: two in Shanghai
and one in Suzhou.

When Touya arrived in China in 2002 to join her hus-
band in his relocation to Suzhou, she faced the task of find-
ing a new career track. The ideal job would put to use her
experience in retail fashion design for Nike and Printemps,

including overseeing the opening of a new 9,000-square-meter
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Printemps store in Paris. As a first step, Touya enrolled as
a CEIBS EMBA student in order to both develop her busi-
ness skills and find openings in Shanghai’s retail scene.

The plan worked; soon after investigating the ur-
ban retail scene, she found a lucrative niche to fill. “The
department stores [in China] all sell the same brands,”
she says. “And the small shops often sell fakes and
their merchandise is not very fashionable.” Her strat-
egy was to tap into the increasingly discerning taste
of the Chinese consumer — the growing population of
fashionistas who are not interested in wearing mass-pro-
duced brand-name labels but have a more sophisticated
European fashion sensibility. Her target market, she ex-
plains, “want to look past these big, international brands
to find something more specialized.”

Touya found her first opportunity in a small French
label called Lady Soul, which seemed ideal for her target
market. While still studying at CEIBS, friends at the brand
offered her 600 pieces, free-of-charge if she could sell them
on consignment via Shanghai retailers. She found several
retail chains willing to take the product on consignment,
and sales soon followed. “Even when the clothes were just
at the back of the shop, I was selling a lot of products,” she
says. “I thought, My god, I have to open a shop.”

Adding to her success was the fact that 70 percent of
Lady Soul product is manufactured at a factory near Suzhou.
With easy access to the product, and a name for her future
stores — she chose “Curiosity” for its double meaning as an
emotion and an intriguing object — she was ready to launch.
“I could hardly wait for the classes on building a brand at
CEIBS,” she remembers. Today, her shops enjoy solid sales
with a mix of Lady Soul products plus other hand-picked de-
signer products. Touya says the concept of offering authentic,
trendy designer product in China, sold at European prices,
is working among her target market of urban sophisticates.
By the close of 2007, the three Curiosity stores together were

selling an average of 450 high-end clothing items per month.

LESSONS LEARNED: PARTNERSHIP VS WFOE

One of the most difficult decisions Touya has faced was
in the official establishment of the business. The legal
process of registering the company was straight-forward
because she opted to team up with a Chinese friend who

registered the company under the friend’s name, as a si-
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lent partner. This decision made starting up quick and
also inexpensive, since Chinese-owned businesses
must show far less registered capital than do JVs or
wholly foreign owned enterprises (WFOE).

Today, however, Touya is experiencing several
downsides to her choice of registering as a Chinese
company. After two years of successful operations,
she faced a scenario that many startups dream of:
offers to franchise or buy-out her brand. Not holding
the business license herself, however, hindered her
ability to make the most of these offers.

In fact, this coming summer, Touya will relocate
back to France and is thus now managing the sale of
her three stores. The shop in Suzhou and the men’s
shop in Shanghai have already been sold to her brother-
in-law and a Chinese business partner. The third store
is being purchased by a Chinese couple so enthusi-
astic about the concept that they offered to take over
operations by the end of 2007.

The experience of selling the stores has left
Touya with several lessons for foreign entrepreneurs
in China. Because she never registered the name
Curiosity as a trademark in China, selling the shops
has been complicated. For example, the two sets of
new shop owners initially disputed over the use of
Curiosity as a name. In the end, both new owners
will keep the name. Looking back, Touya advises that
operating as a WFOE or JV, and making the effort to
register the brand name, do have legal benefits as the
business grows and succeeds.

Before she returns to France, Touya will be as-
sisting in the venture of another CEIBS graduate,
Crystal Zhong (Beijing EMBA 2003). Zhong is rec-
reating Touya’s success marketing foreign specialty
brands in China, but this time with toys. Touya will
spend her last months in China helping to establish
the business, working with Zhong to launch a retail
company called “Kidsland.”

Once home in France, Touya plans to continue
using her experience in Shanghai to her advantage. “I
can apply my experience from Europe and my local
technical knowledge,” she says. “I can offer European
companies a window into the China market.” She also
takes back the rich experiences she learned in suc-
cessfully launching and selling off a business and a
brand in China.
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Li Xiong (CEIBS EMBA 2002)

Hometown: Guangzhou

Title: Founder & Marketing Director, MYFB Restaurants Guide
Company launch date: 2005

Business focus: Online and mobile phone accessible restaurants guide
Business size: 30 employees, 3,200 listed restaurants, 100,000 mo-

bile subscribers, average 900 website visitors daily

Goal for 2008: Increase current database to 70,000 restaurants in
Beijing, Shanghai, Guangzhou, Shenzhen, Hangzhou and Nanjing.
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By Helen Yuan

rand business plans some-
times originate from the
simplest of ideas. The now-
thriving Guangzhou-based

company started by Li
Xiong (CEIBS EMBA 2002) is a testament to
this; the service provided to his 10,000-plus cus-
tomers is help in answering the common ques-
tion, “Where should we eat tonight?”

The concept started with Li’s dissatisfac-
tion with existing restaurant guides, mainly
conventional, printed books flawed by limited,
inconsistent and often outdated information.
Seeing big demand for dining information — eat-
ing out is a major social and business pastime in
Guangzhou — and little competition, the 48-year-
old former realtor moved swiftly to fill the void.
His product: an online and mobile-phone ac-
cessible MYFB Restaurants Guide. The service
provides detailed information on listed restau-
rants, their location, their dishes (including eye-
catching photos and clearly stated prices) plus
honest comments posted by fellow customers.
Using its “booking secretary” program, custom-
ers can make reservations at any of the listed
restaurants by calling just one phone number.
Perhaps best of all, the service allows diners to
download coupons from its website, to use at the
restaurant of their choice.

Today, 3,200 Guangzhou restaurants have
listed on Li’s Guide at www.myfb.com.cn. In
addition to the 100,000 phone subscribers, the
service is also viewed by 900 visitors to the
website daily. Most impressively, Li’s revenues
are growing quickly, using a series of crea-

tive sales streams. First, he pays restaurants
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RISK-TAKER: When few restaurants and fewer investors were convinced by Li’s project back in 2004, he tried the risky — and
expensive — plan of developing a prototype product first, then securing investment. The scheme worked and Li attracted one of
China’s Big Four banks as a partner. Here, Li inspires his management team in Guangzhou.
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a small fee to list with the Guide, then invites
client restaurants to use his service to organize
promotional events. Another revenue stream is
the agreement with China Mobile in which the
telecom giant shares the pay-per-message rev-
enue earned by phone users of the Guide serv-
ice. Last, the Guide cooperates with corporate
partners to create customized products such as
dining coupon books that give bank customers
a discount on meals when they use the bank-
issued credit cards at listed restaurants. These
three channels have seen the Guide’s revenue
jump from zero in 2006 to RMBI1.4 in 2007.

But such figures make Li’s success sound
easily won. In fact, just three years ago, he faced
serious difficulties in launching. First, he needed
listed companies to attract viewers. Thus, before
he could launch the service in January 2005,
he had to compile a comprehensive database of

eateries. But restaurateurs were reluctant to list
on a site with no track record of user-ship. After
setting face-to-face meetings with hundreds of
reluctant restaurateurs, many repeatedly refused
to cooperate. After several months of stalemate,

Li decided to take a radical approach.

JUMP-START

Li’s strategy for jump-starting the business was
to create a mock-up sample of a traditional print-
ed restaurant guide, with several twists. First,
he sought to attract support from one of China’s
Big Four state-run banks. Customers could only
use the coupons for the restaurants in the book if
they paid using the bank’s credit card. When the
bank president remained unconvinced, Li added
a sweetener: he would defer the contract signing
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until after the book was printed.

With the future of the bank deal still un-
certain, the MYFB Restaurants Guide sales
team spent the next two months persuading
restaurant owners to not only offer discounts,
but also to tie their price cuts to the use of one
bank’s credit cards — terms that did not make
for easy sales.

Even so, eight weeks later, Li was able to
present an attractive, well designed Advanced
Business Diner Handbook to the bank president.
Impressed, he signed the contract. In fact, not-
ing that Li’s product had attracted credit-card
holders, the bank president gave the green light
for Li to place restaurant ads on all Guangdong
Province credit-card statements. This brought Li
the legitimacy and clout to expand his services
to include even more restaurants. At last, mo-

mentum was building.

GOING MOBILE

The next frontier for Li was mobile technology.
In March 2007, MYFB Restaurant Guide inked
a deal with China Mobile (Guangzhou) in which
both sides share information from their databases
of restaurants and phone subscribers, respec-

tively. The deal allowed MYFB access to more

T

e

e

STARTUP #2: GROWTH PHASE

COVER STORY 79

than 100,000 mobile phone subscribers, which
the company used to enter into Multi-media
Messaging Services (MMS). Soon after, MYFB
began providing cel users with text, sound, imag-
es and video messages giving data on its member
restaurants. This portion of MYFB’s operations
now brings in up to RMB300,000 each year.

Going one step further, this past August,
MYFB’s MMS business began offering infor-
mation via a Global Positioning System (GPS)
platform. Li’s clients can now use their GPS sys-
tems to access maps to listed restaurants or use
their mobile phones to plan travel routes.

The coming year will be a critical time
for MYFB as Li plans to introduce his mobile-
based services in Beijing, Shanghai, Hangzhou,
Nanjing and Shenzhen. His goal is to offer cel
users the ability to download restaurant coupons
straight from their mobile phones.

Constant innovation has been a critical
strategy for his company, says Li. After all, his
line of business requires minimal start-up capi-
tal and has low entry barriers. For example, Li
launched his business using RMB2 million of
his own funds. The bad news is that competitors
can also enter the business easily.

Courage and vision will help the company
succeed as competitors arrive, Li says. “If a
competitor appears one day, let’s fight face to
face. If, unfortunately, we are beaten by the op-
ponent, it must be that the problem lies with us,
rather than that the opponent is too strong,” he
says. “I am not too worried about competitors.
Improving our skills, integrating resources and
being innovative are a part of the company cul-
ture and that is very difficult to replicate,” he
adds with calm confidence.

In addition to facing external challenges, Li
has also faced internal challenges. He says his
biggest operational difficulty has been in chang-
ing his employees’ attitude so that they approach
their job from the customers’ point of view. His
strategy for instilling such a mindset has been
simple: Says Li: “Words alone cannot change the
way a team thinks. A leader should also practice
what he preaches.” IENNA
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Juan German Martinez (CEIBS MBA 2002)

Hometown: Leon, Mexico

Title: Director, Solhis Holdings IMP & EXP Ltd
Company launch date: 2003

Business focus: Sourcing goods in China for

Spanish-speaking customers; facilitating invest-

ment from Mexico into China; selling Mexican
leather and other commaodities in China.
Business size: Offices in Shanghai and
Guangdong; Mexico. 22 employees.

Goal for 2008: Consolidating existing product
lines, expanding customer base.
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By Charmaine N. Clarke

t a time when most people
in his hometown of Leon,
in central Mexico — “The
Shoe Capital of the World” —
viewed China as a threat, an

adversary in the battle for the vital U.S. market,
Juan Martinez (CEIBS MBA 2002) saw China
as a business opportunity. In fact, Martinez has
built a business on the basis of changing the
mindset of suppliers in Mexico and beyond, en-
couraging them to quit fearing China’s growth
and begin benefiting from it.

“Their opinion is changing; little by little
people in Mexico are less afraid of China and more
willing to do business here. But it’s a process, and
some people are still really scared,” he says.

For Martinez, 31, working in China was a
childhood ambition that spurred him to jump
at the chance to come to Asia with his former
employer, then led him to enroll at CEIBS
and launch a company. In 2001, his bosses at
electronics manufacturer Sanmina-SCI of-
fered a short-term contract in Kunshan, Jiangsu
Province as a way to lure him back after he had
resigned as head of one of their Mexico-based
DELL projects. When his six-month contract
as the company’s DELL project leader in China
ended, Martinez was ready to pursue his China
dream. He enrolled at CEIBS with the 2002 in-
coming class and began setting up his company
while still a student, placing shipment orders
from Mexican leather suppliers via laptop be-
tween classes.

Now in its fourth year, Solis Holdings
Import & Export Limited (Solhix) focuses on
three areas: importing Mexican products for
Chinese manufacturers (mainly leather goods
and other raw materials), facilitating Chinese in-
vestment into Mexico, and sourcing China-made
goods for customers in Spanish-speaking coun-

tries. The company prides itself on its “insider”
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knowledge of both the Chinese and Mexican
markets, and on linking buyers and sellers
through its growing international network.

In the last four years, Solhix has grown
from a staff of two to 22. Its operations are now
spread across offices in Mexico where it has
three employees, Guangzhou (five), and the
main office in Shanghai (14). In recent years,
the company has shifted its focus so that, today,
60 percent of its revenue comes from export-
ing Chinese goods, while attracting investment
to Mexico and selling Mexican products now
together account for 40 percent. In fact, Solhix’
sales from exporting goods from China grew
by 20 percent in 2007. The original plan was
for all three segments to be equally weighted.
Today, Martinez seeks to grow both sides of the
business. During 2007, the company has started
importing leather directly in order to sell it to
Chinese manufacturers without import rights, a
move that Martinez expects will soon result in
growing import revenues.

Martinez says being an early entrant in
the industry helped the company to establish its
foothold. Starting out four years ago as a new-
comer to China with no collateral, finding the
funding to start a business venture was difficult.
Martinez turned to family and friends to raise
the US$150,000 he needed to register Solhix
in Ningbo’s free trade zone. The company was
formed as a joint venture with CEIBS MBA
2002 classmate “Snoopy” Wen Zhuo Fu. (Wen
has since left the company, amicably, to focus
on producing leather outsoles in Dongguan
City). Originally, the pair focused on selling
Mexican-made leather to Chinese manufac-
turers. Martinez says the early days after the
company’s birth were filled with late nights at
the office, followed by sleepless nights at home
when his thoughts still focused on work. The
first months required numerous, costly trips
across China — to areas such as Guangdong and
Anhui — to select the right suppliers. The new
company also faced serious challenges in find-
ing and keeping competent staff and in building

its customer base from scratch. “At the begin-
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ning we had no sales,” remembers Martinez.
“People will not buy from you until you prove
that you are reputable and reliable. It’s not an
immediate process.”

Today, despite operating in what Martinez
describes as a “ferociously competitive” China
market in which Solhix battles for turf with not
only Mexican rivals but companies from around
the globe, the company has been doubling its
profits annually since its second year in opera-
tion. Over the next five years, Martinez plans
to continue outperforming China’s economic
growth-rate by doubling his profits yearly. By
that time, he plans to open another office in
Mexico, and to expand operations in China, pos-
sibly moving into the nation’s underdeveloped
west.

Another goal is to enter the leather and
shoe retailing sectors rather than sourcing for
importers. Martinez expects to expand the
company’s customer base in 2008 through this
diversification, plus efforts to carefully analyze
revenue streams and focus on the most lucra-
tive operations. Recently, Solhix’ exports have
expanded from shoe-making materials to now
include different types of hard goods and fash-
ion accessories such as jewelry, bags, shoes and
belts. Fashion goods are now emerging as the
company’s hottest selling items.

After four years of building up his busi-
ness — in an environment in which 80 percent
of startups fail — Martinez says he has hit upon
the right ingredients for success. The keys to
survival, he says, are the “three Ps”: people,
patience and perseverance. His winning team
includes Martinez’s younger brother Fernando,
his wife Diana Zhou, and former CEIBS class-
mate Winny Wu, the company’s Sourcing
Manager.

Looking ahead, Martinez’s long-term goal
is to make Solhix the trade channel for China
and Spanish-speaking countries. “This is my
aim, my long-term goal, and we will get there,”
he says. “Solhix is going to succeed because we
have the market knowledge plus the experience
and we are committed to success.”
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Lu Feng (CEIBS EMBA 2002)

Title: Founder & Chairman, Shanghai Wind Information Co.
Company launch date: 1996

Business focus: Financial data provider

Business size: 260 employees, HQ in Shanghai with branch-
es in Hong Kong, Beijing, Chengdu, Dalian and Wuhan

Goal for 2008: Focus on diversification of financial informa-
tion and services.
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By Yuan Mei

rom his nine-story office, Lu Feng (CEIBS
EMBA 2002), founder and chairman of
Shanghai Wind Information Co., enjoys

a bird’s eye view of Shanghai’s Lujiazui

Financial Center, a symbol of China’s
booming financial market. The view is fitting since
Lu’s company now provides the No. 1 financial database in
China: Shanghai Wind Information and Technology Co. “In
the next golden decade, China, as a huge economic body,
requires a strong financial market which should be led by
a financial information service giant,” Lu told TheLINK.
“In America, we look to New York’s Bloomberg. In the
U.K., it is London’s Reuters. And in China, we will watch
Shanghai’s Wind.”

Since its establishment in 1996, Wind has built the
world’s most extensive database on China’s macroeco-
nomic indicators and key industries plus its financial mar-
kets including stocks, funds, securities, indexes, precious
metals, and foreign exchange. For example, the Wind sys-
tem records the complete transaction history of the China
Securities Market. After a decade of consistent operations,
the company is now widely viewed as the most respected
supplier of financial data by financial research institutions,
governments, academics and media worldwide.

To reach its current position, Wind has spent much
of the past decade steadily overtaking its competitors. As
of late 2007, the company served more than 700 financial
institutional customers, an impressive list that now in-
cludes 98 percent of Chinese domestic funds corporations,
85 percent of local securities corporations, and 50 percent
of local insurance companies and banks. In the interna-
tional market, 75 percent of Qualified Foreign Institutional
Investors (QFII) approved by China Security Regulatory
Commission regularly purchase information from the
company.

Displaying his characteristic self confidence, Lu says
he knew he had a winning product right from the start.
“From the very beginning, I anticipated that this industry
was set to thrive, following the growth of the financial
market in China,” he says. “Having weathered twists and
turns in the financial market, we maintain our focus on
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financial data. This is the reason Wind survives
and succeeds.”

It was a passion for computers that initially
led Lu onto the entrepreneurial path. While
studying Industrial Design at Xi’an’s Northwest
Light Industry Institute in the mid 1990s, he
began developing a product that would allow
investors to access information on China’s
listed companies. Back then, domestic investors
struggled to find accurate, current market infor-
mation. After watching an enterprising sales-
person selling sets of annual reports of listed
companies at the door of securities agencies, Lu
had an idea: if he compressed information on
listed Chinese companies onto a single, easy-
to-read disk, financial analysts would surely
buy it. Wind got its start in 1996 as a two-man
operation supplying financial data software. Lu
never dreamed this little disk would give rise to
Wind’s enormous financial database.

A critical turning point in the building of
his business came in 1997 when Lu had his first
glimpse of the financial data service industry.
At the time, Reuters was the global market
leader for such services. Lu remembers being
astonished the first time he saw a Reuters ter-
minal, and used the multi-functional database.
He was determined to develop a similar product
for China. He says: “Although financial devel-
opment in China did not seem promising then,
I was convinced China would have its own fi-
nancial data service industry and this industry
would have a bright future.” With the Reuter’s
product model in mind, Lu expanded from soft-

ware products to internet-based information.

TOUGH CHOICES

In 2002, Lu faced several tough choices
brought on by the international dot.com craze.
As internet fever reached a boiling point, sev-
eral of his competitors in China switched from
the data collection business to the IT business.
Lu, however, stuck firmly to the financial data
industry. “We didn't get caught up a money-
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burning craze like most IT companies,” he says.
Instead, his company used information technol-
ogy simply to digitalize and organize the data
collected.

One factor helping Lu during this critical
time was his enrollment at CEIBS. From 2002
to 2004, Lu spent four days per month studying
for an EMBA at the Shanghai campus. It was
during this period that he finalized Wind’s long-
term development strategy and redirected the
company into offering finance database services
rather than software. Using learnings from his
strategy and management classes, Li cemented
the company’s core competency and emerged
from this tumultuous period even stronger than
before. As a reward to CEIBS, Lu established
the Wind Financial Information Terminal on the
Shanghai campus in 2004, for use by the EMBA
department (see box).

Before 2005, investors in China securities
market focused mainly on amassing as many
stocks as possible and few people understood
the importance of collecting and analyzing data.
As a result, financial data services struggled to
attract regular users and after the dot.com crisis
more than 100 of Wind’s competitors eventually
collapsed. “Some companies ran a bigger busi-
ness than Wind but they failed to survive when
the situation got tough,” Lu says. “They plunged
into crisis or simply lost hope.”

By the time the internet bubble had burst,
and world markets stabilized, Wind had revised
its business strategy to phase out financial data
software and to phase in its new client services
including the Wind Financial Terminal (similar
to a Reuters terminal with online, frequently up-
dated information). With this switch to a more
effective business model, Wind saw its market-
share expand exponentially: “Everyone in the
financial industry purchased our terminals,”
remembers Lu.

China’s financial reforms of 2005 coincid-
ed with another major turning point for Wind.
With many institutional investors rushing into
China’s financial market and substantial struc-

tural changes to the market, the company’s pace
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In America, we look to New York’s Bloomberg. In the UK., it is
London’s Reuters. And in China, we will watch Shanghai’s Wind.
— Lu Feng

of development revved up. From 2005 to 2007,
the company’s customer base skyrocketed from
less than 2,000 to more than 20,000, while its
market-share increased 12-fold.

Lu says fast growth has been part of his
plan. As early as 2003, he developed a three-part
strategy for warp-speed development. First, he
expected to spend 2003 to 2008 strengthening his
core competency by refining and expanding Wind’s
financial data services. By late 2007, though, he told
TheLINK, the company is “ahead of schedule” and
is now “heading for the second phase.”

From 2008 to 2012, Wind will focus on
diversifying its financial information and serv-
ices. In particular, the company will offer more
analysis into China’s dynamic financial markets
including reporting on regulatory changes and
new financial products such as data services for
foreign exchange, futures and derivatives. Wind
is also developing multi-lingual products and in-
formation services for the international market.

Lu’s long-term goal, and the third prong of the
company’s strategy, is to launch value-added infor-
mation services such as investment ratings by 2012.

Even before following Lu’s aggressive
growth plan, Wind has already gained a name
for itself internationally. A 2005 London Stock
Exchange report on Asian financial markets
stated that, while large financial information
providers now dominate global data supply,
emerging agencies are playing a more important
role in Asia, for they can collect the information
directly from the domestic exchanges. The only
China-based financial data and information
supplier included in the report, Wind was also
ranked seventh in terms of its influence in the
Asia financial data market.

Rumors surfaced in 2004 and 2005 that
both Reuters and Thomson made purchase of-

fers to Wind. Confirming that both offers were
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declined, Lu told TheLINK: “China needs its lo-
cal financial data service supplier.” Lu adds that
he would like his company to work with foreign
institutions, rather than being merged into one.
“I’'m glad to see that more and more foreign in-
stitutional investors select Wind as a source for
China-market data.”

Despite his success, Lu Feng keeps a low-
profile. In fact, there is no title on his business
card .What’s more, ‘Googling’ his name — in
either Chinese or English — produces no rel-
evant results. “I have refused many interviews
because I don’t like the spotlight,” he explains.
“But people around me know I am basically a
crazy guy — able to see the big picture and bold
enough to strive for it. Perhaps this is common
for all entrepreneurs.”

This fall, the company successfully reshuf-
fled its shareholdings — a move that some ob-
servers say signals plans to go public.

Part of Wind’s current pace of growth
is fueled by the current bull run enjoyed by
China’s securities market, which bodes well for
its continued growth. Still, Wind is not without
its doubters. Some analysts believe the company
remains vulnerable to market fluctuations; oth-
ers point out that ambitious competitors still
represent a threat. The company’s future devel-
opment depends on China’s continued economic
growth and on the company’s successful diversi-
fication and expansion of services.

Lu’s response to the concerns of the nay-
sayers shows his trademark pride and strength
of conviction. He declares: “During the past 20
years, Haier stands out in the industry of electri-
cal appliances and Lenovo has become the lead-
er of the computer industry. In the next 10 years,
the information service industry will see a giant
emerge: Wind Information. That is the dream of
our corporation.”
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