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|ETTER FROM THE DEAN

Dear CFEIBS Alumni,

After a year as your Dean, I am pleased that CEIBS’
unique positioning around China Depth, Global
Breadth is resonating with all our stakeholders. The
balance inherent in this phrase leverages the spirit
of the cross-border joint venture that underpins
CEIBS’ success, and yours.

You carry the CEIBS name on your CV for
life. We take seriously our responsibility to make
your investment in the CEIBS brand more valuable
every day. CEIBS is well-managed with tight
financial controls. Our staff are motivated. Our
faculty is highly productive: CEIBS graduated
almost 1,000 alumni in 2011 with only 60 full-
time faculty (Harvard Business School employs
220 faculty and graduated only 900). Our alumni
are counted among business leaders in China and
across the globe.

Many of you already contribute to the CEIBS
community, participating in alumni chapter
activities, interviewing candidates for our
degree programmes, recommending CEIBS and
sending your colleagues on Executive Education
programmes.

But I must humbly ask you to invest more.

CEIBS cannot become one of the top ten
schools in the world without your support. These
schools enjoy significant cash flow from interest
on large endowments. A high percentage of their
alumni also give generously each year. And each
graduating class raises a large gift. All these extra
funds enable the top schools to attract and retain
the best faculty and staff, and recruit the best
students.

I applaud the examples of EMBA alumni Cai
Mingpo and Huang Nubo who donated chaired
professorships to CEIBS. We need more of you to
do the same.

But we are not just interested in major gifts. We
are now aiming to have half of our alumni donate
to CEIBS in 2012. Our dedicated Alumni Relations
team helped organize over 120 events last year.
Please acknowledge their efforts by investing in

CEIBS this year.

Here is how you can help:

EMBA and MBA classes graduating in 2012 are
asked to raise a gift for CEIBS. A high participation
rate is more important than the amount raised.

We hope that 50% of our alumni will invest
in the 2012 CEIBS Annual Fund. All donations
by individuals will be recognized in an annual
Investors Report which we shall post online for all
to see.

We are seeking 100 major donations over
RMB100,000. These alumni will become members
of the CEIBS Century Club and be invited to an
annual black tie dinner in their honour.

In addition, we are seeking 25 major
donations over RMB1,000,000 and 5 more over
RMB10,000,000. These alumni will become
members of the CEIBS Millennium Club and have
access to a series of exclusive events each year with
world class, distinguished speakers.

If we reach these targets, the funds we raise will
enable CEIBS to take its rightful place among the
top ten business schools in the world. What we are
asking you for is a further investment in the CEIBS
brand.

Donations can be made online, by bank
transfer, postal remittance or during your next
visit. It’s not about how much you give; it’s about
your commitment to your alma mater.

We look forward to working with you to
further strengthen the CEIBS brand. Our success is
your success.

s

L BRI
TRERIHZRRKkERS K
Prof John Quelch

CEIBS Vice President & Dean
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Dear Alumni:

In today’s world, none of us can afford the luxury
of ignoring the global economy. It affects everyone,
regardless of geographic location. The impact of
global issues, after all, is usually most severely felt
at the local level.

In this issue of TheLINK, eight respected CEIBS
professors share their views on the big issues that
filter down to shape our everyday lives. In the
Cover Story — which spans events from Shanghai
and Beijing to Davos — CEIBS faculty tackle timely
topics such as China’s new leadership models, its
role in a global economy under transformation, as
well as the European debt crisis and Greece’s tough
decisions.

There is insightful commentary from Winter
Davos by Dean John Quelch, Professors Xu
Xiaonian, Xu Dingbo, Katherine Xin and Han
Jian. CEIBS Visiting Leader Stephen Roach also
weighs in on that debate among global thought
leaders in Switzerland. The section is rounded
out with Professors Juan Antonio Fernandez and
Zhou Dongsheng’s assessment of China’s business
climate plus CEIBS Sino-Europe Dialogue Chair
Romano Prodi’s in-depth discussion of the euro,
the EU and China’s role in shaping the Eurozone’s
future.

These are likely issues on which many of you
are keeping a watchful eye. They will, after all,
shape your future whether you run your own start-
up or work for a large MNC. Bringing these stories
to you dovetails with CEIBS’ commitment to
offering our alumni opportunities for continuous
learning and growth. In this case, the material is
taken from the real world.

Another real-life example can be found in the
CEO Talk section where we feature Dustin Zhou
(EMBA 2006), General Manager of A+E Design.
He offers a behind-the-scenes peek at what it’s

like to design breathtaking skyscrapers. The topic
of architecture is also explored in a story, in the
Briefing section, on CEIBS and the Arts. The
piece delves into the school’s commitment to arts
and the humanities. As President Zhu Xiaoming
explains, CEIBS will build itself into a leading
business school that is immersed in art and culture.

Also included in the Briefing section is a
story which we are especially pleased to bring
you: five alumni entrepreneurs have been publicly
recognized for excellence in their respective fields.
They are Li Yanshu (MBA 2007), Wang Feng (MBA
2007), Mingping Yang (MBA 2008), Ren Xin
(MBA 2009) and Carlos Moncayo (DIMP 2008),
all excellent examples of the calibre of CEIBS
graduates who run their own businesses and
represent China’s new generation of entrepreneurs.

Throughout this issue, there are additional
updates about other alumni accomplishments —
both professional and personal — as we showcase
your recent activities. We spotlight Huang Nubo
(EMBA 1996) and Zhang Wei’s (CEO 2008)
generous donations to their alma mater, the launch
of a new chapter in Zhuhai, and share all the news
you provided about career moves, exciting hobbies
and new family members. Keep sending your
success stories to us at alumnimagazine@ceibs.edu.
They are a great source of inspiration. We look
forward to hearing from you soon!

gz

AT

Rk BhE

Snow Zhou
Assistant President

TheLINK Volume 1, 2012 | 7
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ormer US Treasury Secretary
Dr John Snow was the speaker
for the first CEIBS EMBA
Master Class of 2012. Credited with
drastically boosting economic growth
in the US during George W. Bush’s
presidency Dr Snow delivered an
exciting speech over the course of
the evening, sharing his keen insights
with CEIBS faculty and students.
Having assessed the West’s
prospects, he shared his personal
views on the outlook for the
Chinese economy: “China is one
of the world’s most formidable
development platforms. Today it is
a major driver of global economic
growth.” He applauded the Chinese
government’s efforts in stimulating
domestic consumption, adding that

he considered this the right strategy

for China to “change the economic
growth mode, reduce dependence on
exports, boost domestic consumption,
create wealth and achieve well-
balanced economic development”

Dr Snow declared his confidence
in the future growth potential of
China's economy, given the country’s
powerful political infrastructure and
robust education system. He reserved
particularly high praise for the
outstanding faculty that CEIBS has
amassed.

Turning his attention to Sino-
American relations, the veteran of
international politics and economics
said, “China and the US have forged
a highly interdependent relationship.
It is the most important strategic
partnership in the world.” A positive

Sino-American relationship benefits

BRIEFING

both countries, and brings immense
value to the rest of the world, he
added. Dr Snow is convinced that
healthy relations between the two
countries’ governments, as well as
between Chinese and American
enterprises, are of great significance
to the global economy, international
politics and military security.

As a crucial part of the new
EMBA programme, the “Master
Class” series of events features
speeches and lectures by experienced,
prestigious leaders from the business
and political worlds. The series
is a valuable source of additional
information for students, and
gives them opportunities to apply
theoretical tools in practical contexts,
so they can better thrive in a rapidly-

changing business world.
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ver the past few months, a

number of CEIBS alumni

have received public
recognition for their accomplishments.
All are entrepreneurs who have
excelled in their respective fields. On
February 29, four CEIBS MBA alumni
made Forbes China’s first-ever list
of “Top 30 Chinese Entrepreneurs
Under 30”: Li Yanshu (MBA 2007),
Wang Feng (MBA 2007), Mingping
Yang (MBA 2008) and Ren Xin (MBA
2009). The four are excellent examples
of the calibre of CEIBS graduates
who run their own businesses, and
represent China’s new generation of
entrepreneurs.

Diploma in Management
Programme (DIMP) 2008 graduate
and CEO of Asiam Business Group
Carlos Moncayo was another CEIBS
alum honoured. On March 6 he was
included on the World Economic
Forum’s (WEF) prestigious list of
Young Global Leaders for 2012.
Moncayo is among 192 young leaders
from 59 countries honoured for their
outstanding leadership, professional
accomplishments and commitment to
society. Their profiles:

Wang Feng (MBA 2007),
Founder of LuxSea Boutiques

After completing his CEIBS
MBA in 2009, Wang devoted his
energy to LuxSea Boutiques. The
business concept is to align online
and offline platforms to provide
Chinese customers with top-tier
fashion brands. LuxSea has exclusive
agreements with more than 15 brands
sold in top department stores in
Europe and the US, plus it covers
more than 200 retailers in China.

Li Yanshu (MBA 2007), Co-

founder and CEO of BUZZINATE
Information Technology

Li has a dual Bachelor’s Degree
in Advertising and Management
from National Chengchi University,
Taiwan. He established BUZZINATE
Information Technology after
completing his CEIBS MBA in 20009.
The company's flagship product
“bShare” is based on a business
model that provides social integration
services for various types of websites.

Yang Mingping (MBA 2008),
Co-Founder of 51cjkt.com (Super
Class)

Yang’s first foray into
entrepreneurship dates back to his
third year in college: he ran a hot-
pot shop with annual turnover of
RMB2 million. In 2008, Yang enrolled
in the CEIBS MBA programme and
founded Super Class which provides
multimedia interactive learning
sessions for elementary, secondary,

and senior high school students via

the Internet.

Ren Xin (MBA 2009), Co-founder
and COO of Shanghai Tianhailu
Internet Technology Company.

BRIEFING

Ren majored in Computer Science
at Shanghai Jiaotong University. He
started his CEIBS MBA in 2009 and
launched hotelvp.com in August,
2011. Hotelvp.com is an iPhone and
Android phone App. It markets
hotel rooms that are vacant after 6
pm, offering a 30%~80% discount.
Hotelvp.com has acquired RMB20
million in its first round of raising
capital.

Carlos Moncayo (DIMP 2008)
CEO Asiam

Moncayo and his brothers,
Fernando and Luis, are the Co-founders
of Asiam, a China-based offshore-
manufacturing management company
that specializes in the garment industry.
He has credited his CEIBS diploma
with helping him become a successful
entrepreneur. “The education I received
at CEIBS was a critical factor in the
success of my business in China and
a great source of ideas and knowledge
for other ventures I've started after
finishing my studies there. I would like
to extend my appreciation to CEIBS
professors who guided me during this

process,” he said.
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High Expectations at Launch of 1st CEIBS Post-EMBA Programme
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he CEIBS Post-EMBA Programme, launched

on March 9 after a year’s preparation, will

help executives improve their cross-cultural
communication skills and broaden their global
perspective to incorporate both Chinese and Western
viewpoints. The courses are based on the national
strategy of “China’s cultural power”, CEIBS’ ability to
provide knowledge that offers “China Depth, Global
Breadth”, as well as the school’s goal of “Consciousness,
Innovation and Excellence” in all aspects of its
operation.

Several months after their graduation, 266 EMBA
2009 alumni — from Shanghai, Beijing and Shenzhen
— joined a reunion on the Shanghai campus to share
in an extravaganza of culture and thought. During the
event, CEIBS President Zhu Xiaoming delivered an
opening speech entitled “Strength from Within”. This
was the first of six Post-EMBA Programme modules.

According to President Zhu, the programme
consists of two categories: humanities and arts. In the

arts category, for example, there will be music and

BRIEFING
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dance, Chinese and Western painting, calligraphy and seal-
engraving, drama, architecture, multimedia technology,
and more. A group of A-list professors and experts from
China and abroad will be invited as lecturers.

After the opening speech, as the inspirational song
“You Raise Me Up” played in the background, President
Zhu donated a painting from his collection to the school.
The breathtaking work of art was aptly titled “Walking
in the Scenic Mountains”. Then, on behalf of the EMBA
department, Professor Charles Chen presented President
Zhu with the album called “Shanghai Old Songs” EMBA
2009 Shenzhen Class 2 alumni also presented exquisite
books to the school.

During the 3-day programme’s first session, CEIBS
students were treated to inspirational lectures on
“philosophy and life” by Professor Fu Peirong from the
Department of Philosophy at Taiwan University and
Professor Yang Lihua from Peking University’s Philosophy
Department. These lectures, the students said, helped
deepen their understanding of Chinese philosophy and its

natural evolution.
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Members of the team that
managed the construction
of the award-winning
Beijing Campus, from left:
CEIBS Assistant President
and Beijing Campus
Chief Representative Ma
Yusheng, IDOM Project
Manager Ander Gorostiaga,
Architect Ifiaki Garai and
Assistant Campus Director
Steve Song.



March 6 presentation by Dr
Brent Glass, Director Emeritus
f the Smithsonian’s National
Museum of American History, was
among a number of events hosted at
CEIBS in recent months as part of an
overall focus on the arts in a business
school. Others have included the
commissioning and unveiling of a
painting by Spanish artist Laura Iniesta,
an on-campus exhibit of breathtaking
photos by students and alumni, and an
overall push by the school’s Arts and
Cultural Committee — led by Executive
President Zhu Xiaoming and Dean
John Quelch — to focus on education,
entertainment and endowment.

“CEIBS will build itself into a
leading business school, immersed in
an artistic and cultural ambiance,” said
Executive President Zhu in explaining
the thinking behind the Committee’s
launch. Added Dean Quelch, “Creativity,
innovation and design are as critical to
business success as they are to artistic
excellence.”

For Dr Glass’ speech on “Managing
Museums in the 21st Century:
Challenges and Opportunities”, there
was an impressive group of professionals
with an interest in arts and culture.
Among the guests was Ifiaki Garai, the
architect of CEIBS Beijing Campus,
and his associate Daniel Lépez. Since
it opened in 2010, the Beijing campus
has been honoured with awards from
the Chinese Architecture Association,
the Beijing Municipal Urban Planning
Commission and The Biannual
International Architecture Congress of
Séo Paulo. It has also been featured in
numerous architectural magazines across
the globe. Mr Garai explained, during
the March 6 event, that his design for the

BRIEFING
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Beijing Campus

campus was formed around his desire
to understand and explore the Chinese
aesthetic. His team, he said, admires
Chinese design, and they wanted the
building to reflect a mixture of Chinese
and European architecture.

CEIBS President Pedro Nueno
believes Garai and his team did an
amazing job. It has always been CEIBS’
aim, he said, to provide facilities whose
creative and innovate design sparks
similar traits in all who visit, study, or
work at CEIBS.

management training that is useful for

“In offering business

the global economy, we also recognize the
importance of creativity and innovation.
These elements are included not only in
the curriculum but also in the school’s
facilities: the interior and exterior design,
in paintings that grace our walls,” he
said. “The fact that the Beijing Campus
has received so many awards means the
architectural world recognizes that there
is something different, something unique
here. This is a new way of being creative,
of being innovative”

The Shanghai Campus was the first
CEIBS facility to embrace this emphasis

on creativity and innovation. Designed

by renowned architectural firm Pei Cobb
Freed & Partners (formerly known as IM
Pei), it is a harmonious blend of Chinese
and European elements.

The campus’ Spanish Centre
benefitted from an added boost of
creativity on March 2 when Laura
Iniesta unveiled her 14-metre-
wide mural aptly called “Barcelona/
Shanghai”. The piece captures the
energy of contemporary China and
the meeting of Spanish and Chinese
cultures. A few weeks earlier, on
February 15, CEIBS Arts and Cultural
Committee hosted its first event:
fashion icon and respected entrepreneur
Yue Sai Kan and Miss Universe China,
Rosaline Luo, provided insight into the
'Purpose and Profit' behind the Miss
Universe pageant. Established in 2011,
the Committee is made up of domestic
and foreign masters of the humanities,
culture and the arts. Other events
will be staged throughout the year.
The goal: to provide CEIBS MBA and
EMBA students, and the wider CEIBS
community, with an opportunity to
cultivate their understanding of the arts,

culture, and related businesses.
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An agreement of strategic cooperation, signed between CEIBS and Air China Group during a ceremony on
February 13, will see CEIBS training executives of the large Chinese state-owned enterprise. A first phase in the two parties’ comprehensive collaboration,
the agreement also covers academic and management fields such as marketing, airliner prototyping, airline positioning and customer services.

Syl S CEIBS Trains Air China Staff
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Guangdong Officials Visit
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Vice Governor of Guangdong Province Chen Yunxian visited CEIBS with his survey team, led by Vice
Secretary General Li Handong, on the afternoon of February 15. The CEIBS leadership, headed by
Executive President Zhu Xiaoming and Vice President and Co-Dean Zhang Weijiong, welcomed the delegation.

T = £ fnE 5 i B W B P ER

Polish Consul’s Courtesy Call
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During his visit to CEIBS on February 23, Krzysztof Stanislaw Smyk, the newly-appointed Consul
General of the Polish Consulate in Shanghai, enjoyed a warm welcome from school officials. During the
meeting, the diplomat expressed his appreciation for CEIBS’ promotion of economic and cultural exchanges between China and Poland.
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President Zhu Meets IBM CEO
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During an event billed “Lunch with the Greatest Business Minds”, held at Shanghai International
Financial Centre on February 23, CEIBS Executive President Zhu Xiaoming met with Ms Ginni
Rometty, the new CEO of IBM. The two discussed topics such as the current economic landscape, the 12th Five-Year Plan, and the
transformation of enterprises. They also exchanged ideas on potential projects between CEIBS and IBM.
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The Business Side of Miss Universe
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Fashion icon and respected entrepreneur Yue Sai Kan and Miss Universe China, Rosaline Luo, providing

insight into the 'Purpose and Profit' behind the Miss Universe pageant to a large cross section of CEIBS
students, alumni and staff on February 15. The event was the first hosted by CEIBS under the recently launched Arts and Cultural Committee.
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INSEAD Deputy Dean Visits
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On January 18, Prof Peter B Zemsky, INSEAD Deputy Dean and Eli Lilly Strategy & Innovation Chair,
visited CEIBS’ Shanghai Campus and discussed the possibility of future cooperation with school
officials. The visit is expected to trigger a new series of projects between the two business schools.
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Global Turmoil
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On February 29, The Economist’s Editor-in-Chief John Micklethwait addressed CEIBS students and
staff on a topic that has implications for the entire world: “Global Turmoil and the Rise of China”.
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2012 CEIBS Global CEO Programme Begins
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The commencement of the CEIBS Global CEO Programme, held at the Shanghai Campus on February
28, marked the beginning of the 7th annual training programme for executives. It is jointly run by three
of the world’s most prestigious business schools: CEIBS, Harvard Business School and IESE. Over the
years, nearly 300 presidents and CEOs from leading Chinese companies have been among those enrolled in the programme.
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Jobs for CEIBS MBA Graduates
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On January 11, the 6th MBA Recruitment Fair, sponsored by CEIBS Career Development Centre,
attracted 78 talent-seeking enterprises from various sectors. Since the start of the recruiting season
in September 2011, 53 enterprises have made recruiting presentations and a record-high of 267
enterprises have posted job vacancies with CEIBS.
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South China Alumni Celebrate
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CEIBS alumni in South China assembled for a reunion which began with a ceremony at the Grand Hyatt Hotel in Shenzhen on January 7.
School officials and nearly 300 alumni celebrated the memorable theme of “Ten Years with You”, signifying a decade of CEIBS’ presence in
South China.
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Dustin Zhou: New Heights in Architectural Design

oLl

® By Echo ZHOU

With China’s increasing economic development and urbanisation, new landmarks have
begun to appear in a growing number of first, second and even third-tier cities. The trend
Is even apparent in some deep rural communities: Huaxi Village in Jiangsu Province,
for example, is a well-known symbol of China’s reform and opening-up. However, there
is still a little-known fact: of all the skyscrapers in China that reach 300-metres-high and
above, few are the original work of local design firms. However, in an industry dominated
by design firms from beyond China’s borders, A+E Design has managed to carve out its
own niche. In this interview with TheLINK, General Manager Dustin Zhou (EMBA 2006)
explains how he took the company to the top of China’s high-rise industry.
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ongxi International Hotel, China’s
8th tallest building at 328-meters,
has been open for business since
October 8, 2011. It is said to be the country’s
largest hotel. In addition to luxurious
accommodations, it offers multifunctional
venues for tourism, sightseeing, conferences,
shopping, accommodations, gym facilities
and entertainment. The oppulent 72-storey
property is now a Huaxi landmark, in a show of
admiration it’s been given the moniker “China’s
No. 1 Village”, and it is also a tribute to the
village management board’s 50th anniversary.
The Longxi has been a “community
project”, with each Huaxi Village household
contributing towards its construction. They
raised RMB10 million of the RMB3-billion
hotel’s total price tag. The media often refers
to Longxi as the “golden hotel”, a nod to the
magnificent gold-plated interior of its 60th
floor Gold Club and the one-ton golden bull
(worth RMB300 million) in its Hanging
Garden. The hotel, understandably, generates a
lot of talk about the extravagance of the well-
off village in China’s eastern Jiangsu Province.
Dustin Zhou (EMBA 2006) is the General
Manager of A+E Design, the architectural
firm behind the Longxi project (originally
called “Huaxi Village in the Air”). He oversaw
the entire project — from the proposal and
planning stages to actual construction. Zhou
knows that the new landmark embodies the
Huaxi villagers’ dream to build an urban
village. He explained: “As a vanguard of
China’s opening-up and reform, the village
has carried out a series of large-scale farmland
reforms. Now, the villagers are quite well-

off and there are a lot of houses being built.

The history of A+E Design is

one of constant accumulation,
evolution and transformation.

I have been at the helm of A+E
Design since the end of 2007,

so personally I have only been
involved with the firm for the past
5 years. It is my CEIBS studies
that have shaped my management
ideology.

Dustin Zhou (EMBA 2006),
General Manager of A+E Design

As a result, there has been a decrease in the
amount of usable land available to the village.
The hotel is built on a plot of no more than
1.3 hectares, so it saves up to 26.7 hectares
of land — which is half of the village’s usable
land.” He added, “Last year, Huaxi Village had
a total income of over RMB50 billion and
ranked the highest net-profiting village in
China, and the village even contributed to the
economic development of 13 nearby villages.
It now aims to develop a service industry. The
possibility that the 2 million tourists visiting
Huaxi Village every year may spend their time
and money shopping, eating and using the
hotel services of Huaxi Village in the Air is
extremely encouraging, and should be a great
opportunity for Huaxi’s future development.”
Before embarking on the Huaxi Village
in the Air project in 2006, A+E Design had
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a 10-year working relationship with Huaxi
Village. The trust and understanding that was
established during those years allowed Huaxi
Village to hand over the hotel project to A+E
Design during the initial proposal stage. A+E
Design did not disappoint. It completed the
master plan in less than two months, a brilliant
blueprint that earned universal acclaim from
the village’s management board. However
the glowing reports about the “golden hotel”
tended not to mention that it was one of
China’s few skyscrapers over 300 meters high
to feature an original design done entirely by a
Chinese design firm.

Zhou explained the reason for this: foreign
design firms benefit from a monopoly on
shock-proof techniques for super-high-rise
buildings, and a lot of globally recognised
big names have already seized considerable
market share in China’s architectural design
field with such eye-catching masterpieces as
Shanghai’s Jinmao Tower and International
Financial Centre. Most of the new landmarks
in major Chinese cities feature designs by
foreign architectural firms, thanks to their
tireless efforts in the Chinese market over
the last 12 years. “Jinmao Tower elicited
a nationwide ‘wow’ as it was the best in
originality, completion and overall influence at
the time,” said Zhou, “so it paved the way for
foreign design firms to compete in the Chinese
market. A lot of real estate developers made it
a priority to hire foreign design firms — some
even demanded that their projects should only
go to the design team responsible for Jinmao
Tower. The earlier super-high buildings by
foreign design firms have undoubtedly been

great examples for the latecomers to follow.”

Today, the original design project of a
super-high building is usually contracted to
a foreign design firm and then subcontracted
to a Chinese counterpart. Under these deals,
the Chinese design firms usually do the bulk
of the work: they do blueprints of the foreign
designer’s ideas and oversee as a construction
company carries out the project.

A+E Design, on the contrary, has not only
broken through the technical barriers of super-
high buildings, but also came up with an original
design for the Longxi project: three pedestals
supporting a pearl, symbolizing solidarity and
aspiration. It is also based on the practical needs
of Huaxi Village’s industrial transformation and
the traditional aesthetics of Chinese culture.
Traditional Chinese architectural concepts of
streets, marketplaces, back alleys and courtyards
are incorporated into the 3-dimensional
structure of the modern skyscraper. The five
elements (metal, wood, water, fire and earth)
are themes seen throughout the entire building:
on every 12th floor, there is a club dedicated to
each element. All these details reflect the ancient
Chinese philosophy of all things opposing and
complementing each other in overall harmony.
The building has been conferred with the Green
Asian Habitat Award and the Beautiful New
Landmark of Rural Asia by the Asian Habitat
Society and the Asian Landscape Design Society,
respectively.

With the completion of Longxi
International Hotel, Huaxi Village now plans
to build a 638 metre-high building, potentially
the tallest in China. A+E Design won the bid.
“The project is still undergoing feasibility
discussion,” Zhou said guardedly, “but Huaxi
Village has made it clear that A+E will be the
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general contractor. Wu Renbao, the former
CPC General Secretary of Huaxi Village, has
given us the go-ahead to hire the world’s top
design teams and consulting firms as our
subcontractors. That is a great honour for
us. Because of the Huaxi Village in the Air
project, the two parties — Huaxi Village and
A+E Design — have built considerable trust in
each other. We see this as the recognition of
our efforts over the last 10 years.”

Projects like these have solidified A+E’s
place in the architectural design field.
Although foreign firms still dominate the
high-rise industry in China, A+E Design has
taken the lead among the Chinese players. “So
far, A+E Design has designed 40 buildings
that are 150-meters-high and above,”
explained Zhou. “These designs are either
our original creations or collaborations with
foreign design firms. It is not an easy thing for
a Chinese design firm to come to the fore in
the competition.” A+E Design has bested its
competitors in providing designs for offices of
hi-tech enterprises such as the headquarters
of ZTE, Huawei and Han’s Laser. Last August,
A+E Design completed a project for Huaxing
Photoelectric Technology: a venue for the
manufacturing of the latest generation TFT-
LCD [for TV and computer screens]. Built at
a total cost of RMB24.5 billion, the project
boasts the greatest investment ever in all of
Shenzhen’s industrial projects. “After A+E
Design won the bid, we subcontracted the
project to a Taiwanese construction company,
and the two parties finished the project
together. For this project the members of the
tech, management and design teams were all

Chinese. Therefore, we managed to break the

old cycle of employing a foreign design firm
as the general contractor and a Chinese design
firm as the subcontractor,” said Zhou. What’s
more, A+E Design has provided consulting
services for other firms by leveraging its
technological advantage in structural design.
“The feedback has been favourable so far. In
the field of super-high buildings, we have made
a significant breakthrough after 6 to 7 years
of effort. We have made use of a package of
technological software, which can emit sound,
for the scientific analysis on the parameters of
safety, comfort level and elasticity change of a
super-high building during an earthquake or a
strong wind. In that regard, we are the best in
China,” he added.

Zhou, an art enthusiast from childhood,
explains the vision of A+E Design: to build
spaces, within the city, that reflect the designer’s
unique vision and that embody human beings’
aspiration to transcend themselves. “Take the
Huaxi Village in the Air project, for example.
It was developed from scratch. At first, Huaxi
Village simply wanted a tall building that
would symbolise its industrial transformation.
Then, with our own hands, we spent 4 to 5
years building this unique piece of work into
a super-high luxury hotel. It took a lot of time
and energy by our architects, designers and
structural engineers, but we feel a great sense of

accomplishment.”

TheLINK: You have mentioned that
very few high-rise buildings over 300
metres tall are designed by Chinese
architects. What were the most
challenging technical issues involved in
the Huaxi Village in the Air project?

TheLINK Volume 1, 2012 | 27

CEO TALK




CEOiifk

. r ik i *
:} mr!umml
P-. -5
f- i |unish il lIII'Il
; |ummmmn
‘.-'- = ‘J'E"m t

28 | TheLINK 2012 $—#f

TheLINK: {e4& R hE bralt 5 4+
55 0T ot 10 A 0] DI 5 1 A 5 2 SRR
Yo, B s er 2218 e
EBE SRS Z Hh?
B: X—RBNZRRFGMN, RESD
BRI ABREEX A AR
TERGHNEBHIER, B ERERIRR
s, MEPRENNIEREEMN.
BEEERNNES, RAZBSEER
LW HARKEFRESEN, BITES
N, EEHBRA, BINEERHTE8S
EERANXERAES, KT TEAM
HKE, XREXEEMN,
EEBETL, SR E M
Z&, BISAPEK, b= EmE
BRET > FhiET4ENEER, X
ELRIEERNT, ERANERTE
hERBLEBFNNE, BANEAR
MM EE— R, HEESHEXS
B EBAM. BAAXERITRS T
BRNETRNEERSIERERES
18,
HRERRITAS TS, RINY
AR EREMN SN LIRSS
%, AR ERREAIPE S P LR
£, EthE VLB EmERBEAS
ki, BAMINBFRRITHREZERND
SN EMLE, BN ETLE,
RS KESReERMETREVRE
XEHNZE R,

TheLINK: {34 250, WEHH
U AE UL 5 [ B o0 74 S50 =5 55
DVEgb, BB B BRI A1
e

B SREK, SIHEFRARES
Bt ee N SRR, BLET I

SERRAFA AR B RAEE, X
MMERET LERESREN, Ml
BgthpmE s, Rk E, XNERE
RBESZFHAMS, ATRIE-DHFH

RS TRERBAINEBESERR
b, BE-NGERAREHFRSEEE
RIBAEALRNSIRMRS, FHHHIX
HFES AR E S, FUARE
e, #iErEdm,.

TheLINK: [120074FiE 320k B &
AT e LR B OR R A AT 1 i
w&IWMMP?

T ERERTSARREREBENGELE
ﬂﬁt,xﬂﬁMT%%¢ﬂﬁET
“Tvfr, Kifk, &1L S,
XJLE I TR A, THHBIT

T ST, 2008FFE, Fi]
BEE
R, BEREEA. BLRAREE

B, EEMRRAARNNME, i
BT, MR, SFREERER
MK ELIRR, BEEERBEEER
HELREEWHY, MEEERANE
LK, BFERHIEI1BEANLEE,
BRI FR TV EENARE
BT RBENBEAAEESR, AF
IRPGEBMF I, BE T —SufEE
e, BEEEIIBME T PRURESTH
RAEKEIRI AR,

TheLINK: fEH&i N1k i)
A FREA MRS i
[#1?

A: XkAF, BE5RENRENTS
NENERENLEXR, BEFEEF
& BRI HEHENRAN, BkeE



DUSTIN ZHOU (DZ): Huaxi Village in the
Air is meant to convey Secretary Wu Renbao’s
belief that two heads are better than one. Our
design is three pillars with a pearl on top. The
three pillars are cylindrical towers and the
pearl is a 50-metre-diameter sphere. We also
designed five floating conference halls themed
around the five elements — metal, wood, water,
fire and earth. These five halls connect the three
cylindrical towers. This design is unique and
cutting edge. The technical requirements are so
demanding that the project did not start until 7
top architects agreed on it.

After a series of discussions, the ‘whole-
lifting’ method was chosen over the other three
implementation plans suggested. The three
parts of the conference halls were assembled
on the ground, and then a hydraulic machine
lifted the whole thing to the desired spot.
Another challenge was that the 50-meter-
diameter sphere had to be assembled before
being lifted 300 meters above the ground. This

was extremely difficult.

TheLINK: In an industry dominated by
foreign architectural firms, how has A+E
Design managed to secure a foothold,
and win bids for such large-scale
projects?

DZ: There is a reason behind this
breakthrough. My most important achievement
while attending CEIBS was that I developed a
systematic plan for the company. In the field
of extreme skyscrapers, the most convincing
evidence is our body of work. We have been
focusing our professional development

on skyscraper design. After 6 to 7 years of

continuous effort, we have made breakthroughs
in terms of tackling technical issues. We are a
leading company in China now. This is crucial.

In terms of management, extreme
skyscraper projects are usually complex and last
a long time. For example, Huaxi Village in the
Air was completed in just 4 years because we
worked day and night. But during the process we
encountered new challenges almost every day.
We had to conquer all these difficulties, and it
was a long battle. Some architectural companies
in China focus on improving technique, but
we aim at building up a competitive, holistic
management platform.

Compared with foreign architectural
companies, our strength is that we can provide
good value for money for a more integrated
service package. For example, some foreign
companies only deal with building, and
they may ask other consultants to deal with
structuring. They charge more than double
what a Chinese company would. So our good-
value-for-money and comprehensive-service

package is one of our strengths.

TheLINK: A+E Design works well with
world renowned architectural firms.
What does your company bring to the
table during these collaborations?

DZ: As far as A+E Design is concerned, using
foreign innovations and resources not only
helps our skyscraper team, but also gives the
international community a better awareness of
skyscraper building techniques and processes.
The mixture of Chinese and Western knowledge
trickles down to the clients and customers,

who get a better product in the end. In order
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for foreign architectural firms to ensure the
authenticity of the design, they need a very
strong local company to combine the local
cultural characteristics with architectural

techniques.

The LINK: What have been some of the
challenges you'’ve faced since taking over
A+E Design in 2007, and some of your
achievements?

DZ: I hesitated when I was making the
company’s development plan. Eventually, we
publicised our strategy at the beginning of
2008 and it can be summed up in three words:
professional, local, and integral. We have
done well these past few years. We have had
above-average growth, and since early 2008
we have developed 4 new platforms — extreme
skyscrapers, high-tech buildings, commercial
buildings and residential buildings. We develop
our teams for each platform and each person
is highly specialised and detail oriented. High-
tech buildings are our main strength. Extreme
skyscrapers have also been quite successful
these past few years. Meanwhile, residential
buildings are always in demand: that’s about
1/3 of our business. The management concepts
I learned at CEIBS helped me develop a logical
and structured way of thinking. Whenever
bottlenecks occur, I always use what I learned to

reflect on what to do next.

TheLINK: What are A+E Design’s
development plans for the next 3-5 years,
based on industry trends?

DZ: The skyscraper industry has lots of room
for development. As China furthers economic

development and urbanisation, more and more

cities will want their architecture to reflect this.
This trend means more competition between
companies. We need to raise our standards
accordingly. Extreme skyscrapers is one area in
which there are a lot of opportunities.

For high-tech buildings, we have built
good, long-term relationships with the
world’s Top 500 companies and the Top 100
in China such as Samsung, Dupont, and
Huawei. These companies are well-established.
Although they will not expand rapidly, the
growth is stable. In contrast, some emerging
businesses — such as pharmaceuticals, the
internet and bio-technology — will bring a lot
of opportunities for national and regional
development, for example in establishing
research and development centres, factories
and headquarters.
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Global Outlook Z

Europe’s debt crisis drags on, with EU member
states either tightening their belts or trying to
convince voters at home why it's necessary to
bail out their neighbours and keep the Euro intact.
These discussions often include fierce debates
about the relevance of capitalism, China’s role
in “saving” the EU, and broader questions about
what’s ahead for the global economy.

In this Cover Story which spans events from
Shanghai and Beijing to Davos, in Switzerland, The
Link takes a comprehensive look at these issues.

We begin with a report on CEIBS at Winter
Davos, the prestigious gathering of global thought
leaders, where five CEIBS professors participated
in an ldeaslLab session on January 27. Their topic:
New Leadership Models from China. Led by CEIBS
Dean John Quelch, the team included: Professors

Xu Xiaonian, Katherine Xin, Xu Dingbo
and Han Jian. The report also includes
commentary by CEIBS Visiting Leader and
China hand Stephen Roach.

The second section of the Cover Story
continues to look at the Chinese economy
with Professors Juan Antonio Fernandez and
Zhou Dongsheng’s findings from the CEIBS
Business Climate Survey 2012. They polled
executives about what it's really like to do
business in China.

The Cover Story then wraps up with
Former EU Commission President and Sino-
Europe Dialogue Chair at CEIBS Romano
Prodi sharing his views on the European
debt crisis, Greece’s tough decisions and

China’s role in a global economy under

transformation.

® By Charmaine N. Clarke, Echo Zhou and Rachael McGuinness
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CEIBS AT WINTER DAVOS

CEIBS at Winter Davos

Tencent: The theme of this year’s
conference is: The Great Transformation
— Shaping New Models. Could you
elaborate on your understanding of this
topic?

John Quelch (JQ): The Eurozone is facing
a very difficult crisis as part of the overall
downturn in the global economy. People are
questioning if the Western model of capitalism
(whether or not it’s the more entrepreneurial
free market model in the United States, or
the slightly more democratic, balanced, state-
public-private sector model of Europe) is
still robust. What you hear at Davos is more
conversation about new models of state
capitalism coming from India, China or Brazil.

These economies have performed very well

in the last few years and people are curious
about the underlying reasons for their success.
Broadly speaking there’s the question of, ‘is
there a transformation that is needed in the way
in which public-private interfaces are managed
in the major economies of the world, and can
the West learn anything from the East in that

regard.

Tencent: Do you think the Chinese

economy is also in need of

transformation?

JQ: If you look at the 12th five-year plan, the
government of China clearly believes that the
economy does need to be transformed. It needs
to be transformed from a manufacturing-

driven, export-led economy with substantial
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foreign direct investment to an economy that
is more balanced, with domestic consumption
playing a larger role, where there’s more
emphasis on innovation, research and
development, knowledge creation, and also
a shift to more emphasis on services. The
Chinese government and Chinese economists
understand the transition that has to be
made. They are also aware of the challenges
in implementing that transition, and the need
to have the right government policies and
incentives that will accelerate the transition.
And this transition has to be made in a manner

that is harmonious within China.

Tencent: What risks do you see for the
Chinese economy?

JQ: There is the issue of how much of a
slowdown there will be in the Chinese GDP
growth rate this year. The Chinese government
needs to sustain a good growth rate close to 8%.
But there is a real estate issue in China. How
many bank loans (mortgages for residential,
commercial and industrial real estate) are not
going to be paid back? What’s the percentage
that is not healthy? The Chinese government
needs to keep residential real estate prices down,
so that people are not facing unreasonable
increases in apartment rents in the major cities.
On the other hand, they can’t overly suppress
the real estate market to the point where a
downward adjustment in real estate prices
becomes a rout. So it’s a balancing act, but I
believe that the quality of China’s economists at
its Central Bank and Ministry of Finance is very
high. Zhu Min [Deputy Managing Director
of the IMF and a former CEIBS professor] is
a good example of the calibre of individual
that is in leadership in the central government.
So there is a very good probability of them
managing through this challenge.

CEIBS AT WINTER DAVOS

The Chinese government and
Chinese economists understand
the transition that has to be
made. They are also aware of
the challenges in implementing
that transition, and the need

to have the right government
policies and incentives that will
accelerate the transition. And
this transition has to be made
in a manner that is harmonious
within China.

Tencent: What impact will the European
crisis have on the Chinese economy?

JQ: We're already seeing a slowdown in exports
and there is now less pressure for revaluation
of the yuan. Export-driven companies in the
Pear] River Delta are operating on razor thin
margins; and with weakening demand in the
West, it’s not possible for them to face a heavy
revaluation of the yuan and stay in business.

The Eurozone is an enormous market —
enormously wealthy, with many trillions of
assets — but it’s politically very difficult to get
the 27 countries of the European Union plus
the European Central Bank plus the IMF plus
various stabilisation funds and the banks and
the bond holders, to all come to a conclusion
about who is going to pay what percentage
of the price that has to be paid to resolve this
crisis. Everybody is still jockeying for position
to try and minimise the amount that they, as

individual entities, have to pay. With every day
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of delay, Eurozone boards of directors of major
companies meet and decide that ‘we’re going
to move investment from Europe to Asia’. The
longer it drags on, the higher the end price is
going to be for Europe and European citizens.
Many are imploring the players to come to
the table and quickly find a solution. We
understand entirely that German Chancellor
Angela Merkel has a domestic, political
constraint on how much she can ask German
taxpayers to put out to save the Greeks. That’s
fine, but someone has to exert political will and
leadership to put a reasonable solution on the
table, one where the pain is shared in a fashion
that everyone will conclude is sensible and fair.
Let’s all sign off on a solution now and get on

with business.

Tencent: What new leadership model do
you think China needs?

JQ: The key in any large, complex economy
is to have the public and the private sectors —
state owned and private enterprise — working
in tandem (though in different ways). There
are some lessons to be learned from the best
companies in the Chinese state owned sector
that can be of interest to public sectors in
Western democracies. For example, the calibre
of the top management in many of the largest
national state-owned enterprises is extremely
high. On the other hand, the calibre of people
running most public enterprises in the West is
not that good. So there is a big gap between the
public and private sector in the West in terms
of efficiency, innovativeness and so on. Most
people would say that state-owned enterprises
in China are not likely to be innovative. 'm
not sure that’s the case. Chinese state-owned
enterprises have a lot of resources, and if they
have really good leaders and good managers

they’ll be able to innovate.
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Most people would say that
state owned enterprises in
China are not likely to be
innovative. 1'm not sure
that’s the case. Chinese state
owned enterprises have a lot
of resources, and if they have
really good leaders and good
managers they’ll be able to
innovate.

Tencent: What advice do you have for
entrepreneurs in China?

JQ: It’s a great time to be an entrepreneur in
China. People value entrepreneurship; it’s a
good word in China. People value initiative and
hard work in creating business opportunities
that enable non-entrepreneurs to be employed.
But entrepreneurs in China also need to think
of their responsibilities in broader societal
terms, rather than just focusing on individual-
or family-wealth-creation in the short term.
Of course, China’s regulations are not as well-
developed yet or enforced consistently. So
there are a lot of entrepreneurs who are acting
inappropriately, who are misleading consumers,
putting fake products or contaminated
products on the market for a quick profit. This
kind of behaviour is unacceptable and has to be
stamped out. So there’s good entrepreneurship
in China, a lot of it, but there are also some
bad apples and they need to be stamped out.
Fortunately the internet enables problems to be

quickly communicated to the marketplace.
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TIME FOR GLOBAL CHANGE

CEIBS Professor of Economics and Finance Xu Xiaonian shares

his views on the slowdown in global growth and whether there

is a need for new economic models.

Tencent: The IMF has lowered its forecast
for global economic growth to 3.3%. Here
at Davos, we haven’t heard any positive
comments from economists on the 2012
economic outlook.What are your thoughts?

Xu Xiaonian (XX): The IMF’s prediction is
reasonable. The Euro problem and credit crunch
in Europe will not be solved in the short term. It’s
not about a Euro crisis; the root of the problem
is a finance crisis. European countries have been
following Keynesian theory and spending too much
on welfare, spending beyond what they can afford, so
their new finance policies will not be very effective
in the short term. European banks are affected by
this, because these banks bought a lot of government
bonds. Once these bonds are depreciated, the banks
will lose money. If the banks cannot recover, the
European economy will not be able to recover. The
U.S. economy has shown some positive indications
of recovery, but it’s too early to say if this recovery
will continue. In China, we have seen that the GDP

growth rate is decreasing.

Tencent: What do you expect for China’s
economy in 20127

XX: A more important issue, for the Chinese
economy, is its structure. The focus should be on
internal opening up: opening up the monopoly

industries, opening up services and creating

CEIBS AT WINTER DAVOS

new economic growth points. The reform will
inevitably affect people who are benefitting from the
current system, so it’s very difficult to implement
restructuring in the short term. The Chinese
economy might drop steadily.

We need to encourage private investment. At the
moment, there is a lack of opportunity for private
investment. The growth rate for individual incomes
lags behind economic growth. This kind of income

distribution does not encourage domestic spending.

Tencent: What do you think about the theme
of this year’s Davos?

XX: The global economy needs transformation and
new models. In Europe, they need to stop paying
such a steep price for welfare — they simply cannot
afford it. Europe needs to learn from its past and
shift its focus from distributing wealth — especially
using the government to distribute wealth — to
creating wealth.

Shaping new models is also important to China.
Our previous growth model cannot be continued.
We have relied on the low cost of land, labour,
capital, and a low-cost environment. The key to our
transformation is to initiate reforms, and to establish
markets for real estate, capital, labour, and the
environment (waste emissions). Qur transformation
should be achieved by the market. If we continue
to rely on the government, we will keep using the

traditional model until there is a crisis.
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ENTREPRENEURIAL VISION SHAPES
CORPORATE GROWTH

CEIBS Professor of Management Katherine Xin identifies the

three challenges facing entrepreneurs in 2012: uncertainty, conflict,

and the need to strike a balance between the two.

Tencent: We know the theme of this
year's Davos looks at transformation,
the forging of new economic models.
In terms of your research field —
management — what should the new
model be like for leadership to adapt to
China’s future development?

Katherine Xin (KX): There is not a fixed
model for China's leadership. However the
future is becoming more complicated, and
there is greater uncertainty. We are affected not
only by internal factors, but also by external
influences. It truly is a hard time for the world
economy, and this calls for our leaders' wisdom
and vision to tell us what the future has in store
for us. Not what we must do tomorrow, but
what it will be like in three or five years. When
we speak about leadership models, we cannot
talk about the best, because there is no standard
answer. Everything is changing, and the only
constant thing is change.

There is also the problem of leadership
trying to balance between various conflicts.
For example, leaders have to consider how
to balance between short-term profits and
long-term development, and how to invest
for employees' development. For China’s

globalisation, the most difficult part is

the globalisation of talents. This requires
preparation and planning; you cannot sow
seeds today and reap the harvest as quickly as
tomorrow. Also, we have to consider how we
can take into account issues such as sustainable
development, use of energy, environmental
protection, employee well-being, and our
responsibility to employees when we are
pursuing economic growth.

Tencent: Many of the forecasts for
2012's economy, by economists here
at Davos, were generally gloomy and
uncertain.What are the challenges facing
entrepreneurs in such an environment,
and what advice do you have for them?

KX: For entrepreneurs the three challenges
are uncertainty, conflict, and the need to strike
the balance between the two. These are three
huge challenges. My advice for them: listen,
learn and see more, for your vision defines the
future development of your company — and
how far you can go. Second, I think we should
communicate more and have a global vision.
When you have a broad vision, you expand

your horizons for future development.
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The Chinese economy is in danger of
losing steam. The latest quarter-to-quarter
GDP growth rate was only 8.2%, which is lower
than the 9.5% a year it has enjoyed in the past
30 years. What is the next engine of growth for
China?

The unexpected answer: Chinese state-
owned enterprises.

The outside world has concerns about
the threat of China’s state capitalism. But the
truth is many SOEs are in a very sorry state.
The largest 102 SOEs controlled $3.7 trillion of
assets in 2010! The rate of return on assets is
only 2.16%.

The government is not always a blessing
for the SOEs in China. Very often, managers’
hands are tied and SOEs have a lot of extra
social burdens. Frequent government price
control is one example. Many SOEs have
established a board of directors. But many of
them are not truly independent. You can feel
the government’s invisible hand!

Supervision and incentives are insufficient,
and the cost of corruption and inefficiency is
very high; and empire-building is common.

Additionally, the boundary between

businessmen and government officials is often

unclear. In fact, many managers are attracted
by the prospect of gaining power by working
in the government, while many poor officials
dream of becoming CEOs and being wealthy.
And both groups could have their dreams come
true.

Jack Welch served as GE’s CEO for 20
years. The tenure of a typical Chinese SOFE’s
CEO is much too short. The government
also often swaps CEOs of SOEs in the same
industry, and CEOs thus often lack effective
incentives for building up a great company.

Since 2010, the State-owned Assets
Supervision and Administration Commission
started requiring SOEs to use Economic
Value Added as one of their performance
measurements. But the cost of capital at 5.5% is
too low.

The average rate of return on assets for
the 30 Dow Jones Industrial Average Index
companies is 7.6% in the past 10 years. If
Chinese SOEs earn the same rate of return,
China’s GDP could add 6%. The next engine of
growth is dependent on China truly reforming
its SOEs.
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WHEN DIVERSITY MEETS CREATIVITY

B By Assistant Professor of Management Han Jian

Today, China’s workforce consists of a wide

variety of people who have different socio-
economic backgrounds, differing beliefs and value
systems. What are some of key challenges and
solutions to managing this diversity?

A diverse workforce has creative potential
that can be used to harvest innovative solutions,
original product ideas and targeted market
initiatives. Diversity can become a competitive
advantage.

Many Chinese companies do not recognise the
value of diversity; guanxi is highly valued in the
Chinese context and it often restricts employees
into disparate groups; and when inter-group links
are weak, collaboration and sharing of ideas is
hindered.

Individual differences are not usually
appreciated in the workgroup, and directive
leadership styles tend to encourage employees to
think and act similarly with their leaders and team
members. Employees were given little room to
become independently creative and to present their
uniqueness.

Due to the pressure of external competition,
many Chinese organisations will often focus on
short-term market results. They often encourage
employees’ internal competition in order to
enhance individual performance, and this comes at
a cost of de-motivating internal collaboration and

collective innovation

Many Chinese companies lack the planning or
patience to grow leaders from within, preferring
to head-hunt high profile managers from outside.
This often leads to conflicts within the company at
the executive level, and hinders the continuity and
incubation process of valuable business ideas

Chinese business leaders’ ethical standards and
self-governance is the most important factor in
creating a culture of fairness and recognition. An
improper rewarding structure negatively affects
mutual recognition and reciprocal relationships, thus
hindering employees’ motivation to generate and
share new products or market solutions. Chinese
leaders should broaden their vision of inclusion;
rethink their business principles and processes.
Workers should be encouraged to appreciate each
other and the “beauty” of being different.

Managers should be empowered to invite
and include different voices from various levels
of the organisation. Including members from
different groups in the decision making process can
incorporate more valuable ideas while recognising
the trust, credibility, and legitimacy of all members in
the organisation.

Organisations should also implement mentor
programs for middle level-managers to encourage
employees to air their opinions, and managers of all
levels should also be provided practical training on
how to resolve conflicts that arise from workplace

diversity.
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CHINA’S ECONOMIC OUTLOOK

CEIBS Visiting Leader and respected economist Stephen Roach

shares his views on what’s ahead for the Chinese economy in the

months ahead.

Tencent: Do you share the popular view that
China is the solution to the problems in the

global economy?

Stephen Roach (SR): No, China is not the solution
to problems elsewhere in the world. China has been
growing very strongly for three decades and will
continue to grow strongly in my opinion.

There are a lot of people who think China is the
next problem in the global economy. I'm not one of
those people, but China depends heavily on the rest of
the world to sustain export growth. And unless China
changes the model and draws greater support from
internal demand — private consumption — its ability to
provide support to the broader global economy will

be limited.

Tencent: Some experts suggest that China, as
well as other Asian countries, should ease out
liquidity. What do you think?

SR: There’s certainly concern, because Asia is a region
that is heavily dependent on external demand, that the
days of fighting inflation with tighter monetary policy
are over, and Asia needs to shift its policy stance to
more accommodative monetary policies. But I think

that’s just beginning.

Tencent: Do you think China will be able to
weather the global economic crisis?

SR: A lot of people are very negative about China and
they think there’s going to be a hard landing. Don’t
count me among those people. The Chinese economy

has slowed; it will probably slow a little bit further, but

not a lot further. Three years ago the Chinese economy
had something very close to a hard landing because
global trade collapsed and, being heavily dependent on
external demand, this was a major problem for China.
Global trade is not collapsing now. It is weakening, it
is slowing, but unless there is a precipitous decline in
global trade brought about by a new global shock, like
a disorderly breakup of the EMU, which I don’t think
will happen, then I think the global or external demand
shock for China will be limited.

Tencent: China’s fourth quarter growth was
8.9%.What'’s the expectation for 2012?

SR: It may be a little slower; it’s hard to pinpoint the
number. It could be as low as 8.5%; but compared to
the rest of the world and compared to what happened
to China in late 2008 and early 2009, it’s a very

impressive result.

Tencent: What is your expectation of major
risks in China and major global risks this year?
SR: The biggest risks that China faces are twofold.
There’s an internal risk that the government moves
too slowly to implement many of the initiatives of
the 12th five-year plan, especially the need to fund
a social safety net, social security in particular. The
biggest external risk is that the developed world
enacts protectionist trade legislation against China in
an effort to get the Chinese authorities to move the
renminbi sharply higher. I hope that both of those
risks don’t come to pass; but those are the things that I

worry about at night when I can’t sleep.
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China’s Business Climate Gets the Nod

B By Professors Juan Antonio Fernandez and Zhou Dongsheng

Chinese and foreign companies are optimistic about doing business
in China. That’s the overall finding from the CEIBS Business Climate
Survey 2012 which polled executives from both groups in China
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Chart 2: What investments do you plan for 2012?
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El&R3: 20114ERFIIER  Chart 3: Profitability in China in 2011
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Challenges and opportunities

Chinese and foreign companies are aware of the challenges caused by the slowdown of economic growth in China but
they are still optimistic about doing business in the country in both the short and mid-term.

Both groups are increasingly concerned about the rising cost of labour and raw materials. As a result, they consider
business model transformation, brand building and product/technology innovation critical for future success. Both
Chinese and foreign companies plan to increase their investments in China in 2012 (see chart 2). About 59% of Chinese
companies and 55% of foreign companies plan to increase their investment by over 10% in 2012. And 22% of Chinese
and 15% of foreign companies plan to increase investment by more than 30%.

This optimism stems from their companies’ performance in 2011.

As chart 3 shows, 83% of Chinese firms declared profits for 2011 while 29% of the total declared profits of 15% or more.
Most foreign firms are also profitable, but not as many as their Chinese counterparts. We found that 66% of the foreigners
declared positive results in 2011, and 20% of the total survey group declared profits of 15% or more. Again, this supports
Chinese companies’ confidence in the mid-term and it proves that the growth in revenue is not at the cost of profits.

Meanwhile, about 75% of Chinese companies and 76% of foreign companies expect the sales revenue of their
company in 2011 to be higher than 2010. More Chinese companies (42%) expect revenues to increase by more than 15%,
compared to 37% of foreign companies. This robust growth serves as the source of confidence for companies and explains

why Chinese companies are more confident than foreign companies in the mid-term.

TheLINK Volume 1, 2012 | 53



HREE RRINHIREER

B FA I8 B L0fe] AR AR SR M BRER (& B, PRAIAE N BABEN 2N FR LR EE N EEEE— X3
FHEERBRE, ATV EHVEXERRHIXBER, (BREEL) , AT VIANSEBANNEREEEENE
M EANTREEREEN, 5 —PEREBNXBNE %, moCNET%E. BINEBEEER T,

F, AW eVEREABINNEFZE, ToENTE S EEERNEAE, SR ALOLSINE B,

HHREIR— o T tAEE F O R ST, KRR E AT B8
B, HAIE M EADR AR B R = S B, HEES

SEf# % (Juan Antonio Fernandez ) H#22 PELEG T RIFFE YFSE B BRI 3 D A A S E St E S, Ha)iETE,
HEEHRR, MRAFEHRAZEHSK, THEHFZHR, AW RMNE A BN ZFEUBAERE TS,

ElF*4: EPEEGHIMEEESE Chart 4: Importance of factors to success in China?
A1 Chinese companies

0 20 40 60 80 100 120 140 160 180

Quality of the management team

EIRHABAE R

Innovation and R&D

swrms T

Good performance and incentive

I >0

REF AV ST

Company image and reputation _ 120
R

Strong company culture and values

BB A /A S SALFIMENT J_ 112

4P Foreign companies

0 50 100 150 200
| | | |

Selecting,training and retaining
employees,etc. 111
iR, BIIRBERT

Quality of the management team

106
EIEHER
Company image and reputation 93

UNSIFIZ VSO

Strong company culture and values

83
SRR B E] XALFINMENR
Innovation and R&D

BIH 5B % 80

54 | TheLINK 2012 #—H#3



Looking Ahead

When we asked how they prepare their companies for future challenges, the answers from the
two groups were quite different. While Chinese companies point to business transformation as the
key factor, foreign companies place human resources management on the top of their list. Another
interesting difference is that Chinese include corporate governance as one of their top priorities while

foreigners don’t even mention it.

Key Success Factors

There are some differences between the two groups in terms of factors that they think are critical to
their success (see chart 4). While Chinese companies consider the quality of their management team the
top factor, foreign companies point to selecting, training, and retaining key employees.

Another interesting difference is that innovation is ranked number two by the Chinese companies,
but it occupies only fifth place on the foreigners’ list. This might signal a change in strategy by Chinese
companies who are moving away from pure price competition to more value-added activities. It might
be the consequence of an increase in the cost of raw material and the labour force. In other words,

Chinese firms found it difficult to win the market by just competing on the basis of price."

Juan Antonio Fernandez is Professor of Management at CEIBS

while Zhou Dongsheng is Professor of Marketing.

HEEXSR Survey Participants

TSRS H6026k A R SRS S it The survey was completed by 602
RIZEMEN, HPH2228UEFHITE. REHE
bW E, HRNUREEFEZCVIIT: AS
TR, W&, THEH. HE. PITRHE,
EXESED, m%ﬁ%&,Aﬁﬂ%ﬁﬁ

executives who occupy a variety of positions
in their organizations. Among them were 228
CEOs, GMs, and company owners while the
rest represented all the main business functions:
HR, Finance, Marketing, Sales, Operations and

M, MMM FEY THEFERAI14F, T Z2ME

WEENHEANZIETHEAR T EFEMERAIN
# i - J = 78% were male and 22% female. They have an

Research & Development. Of those executives,

average of 14 years of work experience. This
broad and experienced sample added rich and

valuable perspectives to the survey.
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Romano Prodi

;U\CEIBS

- A Global View of the Euro & the EU

n the early hours of February 21, euro zone finance

ministers hammered out an agreement that saved Greece

from bankruptcy. The price tag: 130 billion euros. This
second injection of funds (the first 110 billion euros was in
place by May 2010) has been heralded as a turning point in a
long-running debt crisis that has hobbled Europe and spurred
fierce debate about the future of the Union and its currency.
Unquestionably, keeping Greece in the euro zone has taken a
significant financial and political toll on the European Union,
and each barbed exchange between those at the bargaining
tables have sent ripples across global markets.

Four days before the new bailout for Greece was

approved, Former EU Commission President and Sino-

Europe Dialogue Chair at CEIBS Romano Prodi stressed how
important it would be, once Greece was spared bankruptcy,
to show them the benefits from the move and not just the
concessions they will have to make in the form of austerity
measures. And those measures are expected to be severe as
Greece tries to reduce its debt to about 120.5 percent of its
GDP by 2020 — it now stands at about 160 percent.

Prof Prodi also shared his view on why it was so
important to save Greece. He was responding to a question,
on whether the decision to keep Greece within the Union
was more emotional than practical. The exchange between
the two came on February 17 after Prof Prodi’s speech, at
CEIBS’ Beijing Campus, titled “The Future of the Euro?”
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Saving Greece

Romano Prodi (RP): “It may seem silly, but there
are no rules for getting out of the Euro. And to
invent them in a situation of turmoil is difficult.
The history of the European Union has always
been a history of logic. Even if I believe you must
have an entrance door and an exit door, and even
if you stop doing things together — for a while you
are half in and half out — this is something that
must be digested slowly.

Greece has made mistakes, but the decisions
later taken by the government were very
serious, very painful; you cannot imagine how
painful they were. To tell Greece you have to
sell your island, you have to sell the Parthenon;
it’s something no country can accept. So the
atmosphere has really deteriorated. Greece was
faced with very painful decisions. When you
have a 20% — or even more — decrease in salaries,
firings in the public administration, increasing
consumption tax, pensions decreasing, these were
really very, very painful decisions. So don't be
surprised that the process of adaption has been so
difficult.

I do think that at this point nobody — neither
Greece nor the other European countries — wants
to have Greece out of the union. In abstract
theory, if Greece gets out nothing happens. It is
only 2% of the EU’s GDP. But in political terms,
there was this fear that this would start a chain

reaction among other countries.”

China to the Rescue

As the financial crisis continues to rage
in Europe, there has been increasing global
speculation about what China’s role will be in
helping the region extricate itself from its morass
of debt. Prof Prodi, economist and statesman,
shared his views on what Europe needs to do to
earn China’s help.

RP: “The question, both in China and in Europe,
is “‘Will China help Europe’? Will China buy

European bonds?” Based on the conversations
that I’ve had, even at fairly high levels, my
conviction is: China must act intelligently,
politically, and economically.

From a political point of view, it has an
interest to buy euros in order to balance with
the dollar. This is being done, slowly. Why is it
in its political interest? Because for quite a few
years there will be no substantial reform in the
international monetary system. The U.S. will be
worse off with any reform. China will be better
off delaying any reform. Europe is divided about
any reform.

So, in this situation, the logical thing for
China to do is to diversify. But what are the
conditions under which it will look to the euro?
There has to be a long-term vision of Europe
that it can understand. So China is ready to
diversify its reserves, but it needs some long-term
European decisions.

But the idea of China coming, with a horse,
riding in to save the euro, is completely foolish.

It’s outside of any rational behaviour.”

From a political point of view,

it is in China’s interest to buy
euros in order to balance with
the dollar. Because for quite a few
years there will be no substantial
reform in the international
monetary system.

Financial Reform

The global financial crisis has led to frequent
discussions about the need for a revamping of
the global economic order, the great need for
reformation of the monetary system. Prof Prodi

expands on why he believes this will not happen
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any time soon.

RP: “Time and again we talk about the
possibility of reforming the international
monetary system. This can only be done when
there is a wide agreement, or only when there
is only one in command. The reform of the
1944 Bretton Woods Agreement was done only
because the US was the only country able and
capable to take a decision. Now we are already
in a multi-polar world. If you want to make
reforms, you need agreement by the biggest
players. At this moment, the U.S. is not pushing
for reform because of the advantage that the
dollar has. Clearly, China needs time to be a
protagonist of the reform; it needs time because
of the necessity of convertibility of the RMB, of
completing the reform of the Chinese banking
system. China has a long-term vision so I do
not think that it has any interest in speeding up
the process of reform.

Europe has not shown the unity necessary
to do it. So the process of reform will be a long
one. In Bretton Woods, as a comparison, there
was 2 years of technical preparation and this
was with a group of like-minded people. It will
take at least 5 years, but that’s just a forecast;
how can you foresee the political evolution?
The outcome will be a basket of currencies; I

doubt there could be a completely new system.”

The German Sacrifice

Germany, with its strong economy, was
among the countries that floated the possibility
of Greece leaving the euro. It has also has
been among the countries that have been very
vocal in the discussions about belt-tightening
measures that Greece will have to push
through. Questions have been raised, however,
about whether Germany itself is doing enough
and whether Europe can find the right balance
between the austerity measures needed to bring
down debt while pushing for growth. Prof

Prodi is convinced that Germany is doing its

fair share.
RP: “Germany is taking decisions now that,
one year ago, were absolutely indigestible for
German public opinion. Germany is looking
at the reality and is thinking that out of the
euro, the future would be worse. Clearly there
is still a substantial part of German public
opinion that says: now Germany is so big
that it’s looking outside Europe. It’s looking
at China, at Brazil, investing everywhere. But
clearly it’s impossible to imagine that this
can go on if there is dissolution of the euro.
Economic forecasts have shown that in case of
dissolution, there will be a significant impact
on the German currency, which will affect the
country’s vital manufacturing industry. So
Germany is changing slowly, as much as public
opinion can digest this change. But it’s moving
in the right direction.

In terms of growth in Europe: This will not
be for this year. This year there will not even be

slow growth, it will be a year of standing still.”
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