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This year’s Being Globally Responsible Conference
offered two days of first-hand insight into effective
CSR and boasted a roster of thought-provoking,
internationally renowned and controversial speakers.
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CEIBS 15th Anniversary: One B-School,
Two Campuses
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The story behind the soon-to-be-completed Beijing
campus — a milestone in CEIBS history.
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Pioneering China’s Financial Innovation
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Guiyang Commercial Bank former Governor Wang
Shaowen (EMBA 2004) takes the lead in financial
innovation for China’s commercial banks.
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Alumni: Get Ready for an
Event-Packed Fall

Dear CEIBS Community:

Fall 2009 promises to be one of the busiest, most exciting
seasons in the 15-year-history of CEIBS. We invite all alumni
and students to join the whirlwind of events on offer.

First, mark your calendar for four CEIBS Annual
Industry Forum, each delivering a roster of business leaders,
officials, and academics speaking on a specific field:

+ Third Annual China Bankers Forum (September 5),

¢ Second Annual Global Management Forum (October
31),

+ First Annual Innovation & Entrepreneurship Forum
(November 1) and

+ Seventh Annual China Automotive Forum (November
12-13).

For full event details, visit the CEIBS website homepage.

The coming months also bring CEIBS birthday
celebrations to the fore — viewable on the new 15th
Anniversary Website (www.ceibs.edu/specials/15site/).
Viewers will see video interviews with a dozen
administrators and professors who helped guide CEIBS in
its early years, historical photos and an events calendar.
Highlights include the launch of the “CEIBS In My Eyes”
Exhibition (Sept 26-Nov 25), and the final selection of
candidates for the Distinguished Alumni Awards. In the
weeks ahead, all alumni are urged to vote for their top
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Assistant President

selection for outstanding classmate.

Winners of the Distinguished Alumni Awards will be just
one of the highlights of the official CEIBS 15th Anniversary
Celebration on October 31. The grand finale to the birthday
year begins with the publishing of the History of CEIBS,
followed by the 15th Anniversary Ceremony featuring
ground-breaking on Phase III of the Shanghai campus. The
event culminates with the 15th Anniversary Gala Evening in
the Shanghai Grand Theatre.

In November, the annual Alumni Reunion Day
(November 8) will be expanded this year to include
presentations from senior professors and deans, including:

+ Prof Arthur Yeung on “Talent Management”

+ Prof Ding Yuan on “The Role of Fair Value Accounting

in the Current Financial Crisis”

+ Prof Henri-Claude de Bettignies on “Responsible
Leadership in China”

+ Prof Willem Burgers on “Marketing Failure and
Potential in an Economic Downturn”

+ Prof Jean Lee on “Women in Leadership”

+ Prof Xu Xiaonian, Prof Chang Chun, Prof Xu Bin &
Prof Horst Loeschel on “Restructuring the World’s
Financial System: China’s Interest and Obligations.”

CEIBS Past and Present Deans will also discuss the
school’s “Changing Challenges, 1994-2009.”

Beijing-based alumni: don’t miss the CEIBS Beijing
Campus Inauguration on November 14, featuring exhibitions,
campus tours, and a recruiters’ fair. The new campus expands
CEIBS’ presence in China’s capital city and brings the school
closer to the important academic, political, business and
media entities — and to our alumni — in north China.

Finally, please join The LINK editors in congratulating
CEIBS for its #4 ranking on Forbes’ 2009 list of “Top Non-US
Two Year Business Schools." This accolade marks a jump from
placing #9 in the magazine’s previous survey (in 2007), and
compliments the Financial Times’ 2009 ranking of CEIBS’
MBA Programme as #8 worldwide. Wonderful recognition on
our Birthday Year!
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Laurie Underwood

Director, External Communications & Development
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s part of CEIBS’ 15th
Anniversary Celebrations, CEIBS
President Zhu Xiaoming

officially launched the Distinguished
Alumni Awards campaign on July 3.
President Zhu also unveiled two new
websites — one for the Alumni Awards,
the other for the Anniversary
Celebrations (see www.ceibs.edu/
specials/15site) — thus marking the
official start of the school’s anniversary
commemoration.

Nominations for the 15th
Anniversary Distinguished Alumni
Awards ended on July 31 and the winners
will be announced during the height of
the celebrations in October. Among the
guests at the July 3 Award Launch
Ceremony were CEIBS Vice President
and Co-Dean Professor Zhang Weijiong,
Jiefang Daily Group Party Committee
Secretary and President Yin Minhua,
CEIBS Alumni Association Taiwan
Chapter President and HOLA General
Manager Gu Yihua as well as Legal
Counsellor Ge Yongbin.

In his opening address to media,
President Zhu said: “CEIBS launches this
Distinguished Alumni Awards Selection
process not only to highlight the school’s
academic achievements and to promote

2009FBX 15 B ER RN R K

e RSN IEN /S 3

In Search of

Outstanding Alumni

the alumni’s passion for the school, but
also to reflect the advances made in
China’s economy overall and in the field
of business management in particular. I
sincerely hope that this selection process
will encourage more alumni to
contribute further to our society, to help
people from all circles to better
understand business management
innovations in China, and to form a
clearer picture of the major trends of
China’s economic and social development.”
The winners of the 2009
Distinguished Alumni Awards will be
selected from candidates directly
nominated by more than 8,000 CEIBS
alumni, faculty and staff. Opinions
posted online will also be considered.
Awards will be presented in four
categories: CEIBS Distinguished
Alumni, CEIBS Outstanding Young
Alumni, CEIBS Alumni Contribution,
and CEIBS Alumni Charity. The first
three prizes honour individuals, the last
honours teams. The selection process
consists of four phases: nomination of
candidates, primary selection, final
selection, and announcement of final
results. The Awards Ceremony will be
held during the CEIBS 15th Anniversary
Celebration at the end of October.

B FhriRBR AR
(£=) ERFRTERFRK
AERAZTEESNERX B, &
B3R TR S KK LW
ABERENESK. BRUEHE
XRELEMIzEL L, BBk
RV EARTZERRL. HKFH
e, FEMEBKW, MEERK
BEEAEM (L) bHET I
REERAED.
LET THE CONTEST BEGIN! —
CEIBS President Zhu Xiaoming
(3rd from left) launches the
Distinguished Alumni Awards
together with (from left to
right) CEIBS Vice President
Zhang Weijiong, CEIBS Alumni
Association Taiwan Chapter
President Gu Yihua, Jiefang
Daily Group Party Committee
Secretary & President Yin
Minhua; Legal Counsellor Ge
Yongbin, and CEIBS Assistant
President Snow Zhou.
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CEIBS Alumni Offer
1,200 Job Openings
to China Grads

EdiEx: LETHEZEASEIAEHA “Fhix
K REBRRRREAEBHR AV EBFTHE NS .
CRISIS AID — Deputy Director-General of Shanghai
Education Commission Mr. Wang Qi praised CEIBS
alumni efforts to help China’s university grads find
jobs despite the downturn.

[ :EIBS alumni have provided more than 1,200 job
openings for domestic university graduates in
China in order to help the country's workforce

weather the economic slowdown.

The announcement was made during the school’s
Alumni Forum on June 28. The forum marked the
culmination of a series of events begun May 12 to help
CEIBS alumni contribute to China’s development despite
the economic slowdown, with special attention paid to
assisting the country’s university graduates. During the
events, many alumni not only offered advice but also
provided concrete information about job openings.

As of June 28, more than 87 alumni enterprises had
offered 1,202 job positions. Among them, 62 were for
Shanghai firms while 812 were in locations such as Beijing,
Hangzhou, Henan, Shenzhen, and Guizhou. CEIBS’ alumni
department has made this information available to 32
universities and 32 higher technical and vocational
education institutes, as well as to the Shanghai Education
Commission.
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CEIBS, World Economic Forum
Host Financial Roundtable
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June 25 roundtable, hosted
by CEIBS and the influential
World Economic Forum (WEF),

attracted top executives from Chinese
and global enterprises, academics and
officials who probed the relationship
between capital markets and the real
economy.

The event, held at the CEIBS
Shanghai campus, explored the theme
of "Harnessing Capital Markets for
Future Growth." Questions raised by the
expert panel of speakers include: what
key challenges do industries currently
face, how should investors mitigate those
risks, and how can Chinese companies
harness capital markets to re-launch
growth?

Participants identified the key risks
facing the Chinese economy as: inflation,
an energy crisis, USD-RMB exchange rate
fluctuation and aspects of government
policy. CICC Chief Economist Ha Jiming
told the audience that, given the expected
“U-shaped” recovery pattern, China will
no longer experience rapid growth. A
global asset bubble is inevitable, he said,
advising China to avoid overheating
the economy again. However, he also
encouraged investors to make use of the
opportunities available.

Chinese Academy of Social Sciences
researcher and former Executive Vice
President Wang Luolin then explained
the recent halt in China's economic
downturn, and the modest signs of

225F

improvement. Next year, he continued,
China faces the risk of stagflation.
He predicted a W-shaped economic
recovery, and urged the government to
adjust its policies in order to stabilize

economic growth after the crisis.
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6A2H, 2EAREZLBEEAKLERAEE LETAXREZCBEANELSONSHETARTFRERIE®R, 2HK
BeEABTic. ZBEBR (Rolf Cremer) HEKREIFRKAMKEMBR KRR AUS KRB ES, £ERBEIZRAKERRT ZRENS
BLHRGE, ta6X, ANFREAMEHNESERTONRE., LEFRIZAKEERFFERRBIN - MEFEXRKSHRALKRELS
ENEE, BREESELR, ERE. Bk FEEFEEEHAGHLSRARNLLRER,

OFFICIAL VISIT — Vice Chairman of the Standing Committee of the National People's Congress Hua Jianmin (2nd right), who
played a key role in the approval process that led to CEIBS' establishment 15 years ago, visited the school's Shanghai campus
on June 2. From left are the vice chairman’s wife, CEIBS President Zhu Xiaoming, and CEIBS Vice President and Co-Dean
Zhang Weijiong.

RN XK KEREEMEFER
7TA108, RICKATEXEKIAEREHX
EHETRRIXXKEREENET H
MERIE#R, 27 REHRKHA
B, ESNFREHEN, EXKE
EREZNER, REXBHTET Kb
KXTERERET 2NN A SR
FEfE, KEKSEXKHETT2%. EX
KMBE T ZRBEH DR, HRRHE
R XBFERIRZFHRER I ¥R
EARKRRBERRRE.

EXPANSION PLAN — Pudong New Area
District Director Jiang Liang (right) visited
the CEIBS Shanghai campus on June
10 for a briefing from CEIBS President
Zhu Xiaoming on current activities
and the school’s planned Phase llI
expansion.
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6H17H, BR{TRFERBEIRKANEHRE LETERREREFEIRKENSBE THE T HRERIEFR, 227 REEH
Rk, XEZBERKNKEMBRKRTAFHSKOAEES., BXERRKTNFRASHNEERRT, BETRFH, K
ERRIEFRERT —AHAT, UEak, BERCNBRAENBREREFRNEFTAREMRT —NMTHAABHNEEZETS, HoHK
. FERNDERENEERNESEMHENMEZEINRE.

PLATFORM FOR DEVELOPMENT — During a June 17 visit to the Shanghai campus, China National School of Administration Vice
President Zhou Wenzhang (at left) )Jcommended CEIBS for CEIBS contributing to China's reform and opening-up during the
school’s 15 year-history. Prof Zhou also spoke of the significant role CEIBS has played in honing the talents and broadening the
global outlook of its students, while establishing a platform for the country’s future development. Prof Zhou and CPC Shanghai
Party School Executive Vice President Lv Gui were warmly received by CEIBS President Zhu Xiaoming (at right), Honorary
President Liu Ji, and Vice President and Co-Dean Zhang Weijiong.

KEARKS REECHEMBTK

6A3A, PRERIFZERREK. FREREEREHARRESKAEPHEETHIRERENXEE2N T XEABRSRHE T K
Mgz 4 (Alderman lan Luder) —47, MA#IT T RYIAEFHNLK. 2AERRE, KEARKEE T HXERHLM PRS2
DHRDFBHBOE, KEARKEAMHREZTHRKMNEL T PRMEREER SRR S EREER,

LONDON CONNECTION — CEIBS President and Chairman of CEIBS-Lujiazui International Finance Research Centre (CLFC) Zhu
Xiaoming met with Mayor of the City of London Alderman lan Luder at Pudong Shangri-La Hotel on June 3. President Zhu
also spoke at a luncheon jointly hosted by the British Chamber of Commerce in Shanghai and CEIBS. During the event, he
presented Mr Luder with a letter of appointment as Honorary Director at the CLFC.

TheLINK August-September 2009

13



SEO EREESCS

= B el A G e
%E?fl”ﬁﬂg'{ﬂ E['E_l_l @IJE__;:!-»

Pioneering €hina’s
FINANCIAL QN

3

RGHENL R 7 EER BRI 2 2HGTF T 22 IENREITE, RS R &R,

R GE =5 5 BOALAT AT T PR AR AT AR TR A0 G s A B SRR« 2K P LY
RN AE A A — AR m Y eI RE.  “FEHEIAEIT . Bl RITRKAVEIHTEET] -

S ROF A MR RE T EEVe¥E B S ITRIKE T o 2 N8R, R8Ot e
W 1 R Y FEAE SRR AT T 44

The sub-prime mortgage crisis exposed recklessness in the US financial system,
especially among risk-laden, but innovative, derivates. China's financial sector, on
the other hand, remains the 'too cautious' end of the spectrum. Read on to see
how maverick banking executive Wang Shaowen (EMBA 2004) Deputy Director,
Guiyang State-owned Assets Supervision and Administration Commission, and
former President of Guiyang Commercial Bank, has broken new ground in China's
banking industry over the past 16 years.




BY ECHO ZHOU

hile the global

financial crisis

has ravaged

once-mighty

institutions like
Merrill Lynch and Lehman Brothers,
and caused a precipitous drop in the
market capitalisation of financial
enterprises worldwide, some Chinese
banks have been doing quite well. In
fact, the market caps for Industrial
and Commercial Bank of China
(ICBC), China Construction Bank,
and Bank of China have been ranked
as the top three in the global banking
industry. More notably, ICBC reigns
as the first Chinese enterprise with
total assets exceeding RMBI10 trillion.
And last year, China’s urban
commercial banks each saw their
business indicators reach the highest
levels ever.

“What has caused the growth?
Was it their global competitiveness?”
asks Deputy Director, Guiyang State-
owned Assets Supervision and
Administration Commission Wang
Shaowen (EMBA 2004). The former
President of Guiyang Commercial
Bank answers his own question with
an emphatic “No!” Wang explains,
“We are currently under the
protection of financial regulation and
supervision. The success (of our
banks) has been achieved because of
the 30 years of rapid development
since China’s reform and opening-
up.” He is less than impressed with
the level of creativity shown within
the sector. “Innovation-wise, our
financial industry is still lagging
behind,” he says. “We have not really
stepped into the global financial
world. Once our financial industry
becomes fully marketized, our current
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financial model will face severe
survival challenges.”

One of the major hurdles facing
China’s banking industry, he says, is
the cookie-cutter nature of its banks
— they all look the same and offer the
same products. This lack of diversity
will make competing difficult when
the market is further opened to
competition from outside.
“Homogeneity has been a major
drawback of China’s banks. There are
all kinds of banks on the street, but if
you don’t look at their brands when
you walk into the banks, you can
hardly tell any difference between
them,” he says. “On the contrary,
banks in America and Europe usually
have their own unique brands. For
instance, Citibank, HSBC, Standard
Chartered Bank, and First American
Bank are all very different in terms of
their ethos, cultures, products, values,
and internal structures.”

Chinese banks are also in lock-
step when it comes to their aversion
to supplying loans to China’s small
and medium sized enterprises
(SMEs), despite the fact that these
SMEs employ 75% of China’s
working population, and contribute
more than 60% of GDP and over
50% of tax revenues. “At the moment,
SMEs account for 99% of all
enterprises but get less than 30%
financial capital,” explains Wang.”

Wang believes that the
homogeneity of financial institutions
has become a barrier to more
substantial economic development.
According to Chinese Academy of
Social Sciences statistics, as of June
2009, 40% of Chinese SMEs had
collapsed under the crushing weight
of the financial crisis and another
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40% are struggling to survive. In
order to keep their doors open, these
enterprises desperately need support.
Inadequate capital has been cited as
one of the main reasons for most
failed business.

With China’s marketization of
interest rates and further opening-
up of its banking industry, Mr Wang
believes local banks will eventually
feel the backlash from their failure to
provide financing for SMEs. He
points out that the global practice is
for large enterprises to go to the
capital market for funding, which
forces banks to turn their attention
to financing SMEs. It will be vital,
Mr Wang says, for China’s
commercial banks to answer
touchstone issues such as: how to
carry out an accurate valuation and
assessment on SMEs, how to meet
the needs of these enterprises
through financial innovation, and
how to continuously expand quality
customer resources.

Speaking at CEIBS last
November, Lead Financial Sector
Specialist in the East Asia Pacific
Region and Coordinator for the
World Bank’s financial sector
programme in China Dr. Wang Jun,
suggested that the country’s
commercial banks should focus on
micro and small enterprise (MSE)
financing as their future core
business. He said then that local
banks have a five-year window of
opportunity before increased
competition eats into their profits
from this market segment.

Interestingly, Guiyang
Commercial Bank (GCB) tapped into
that market a full 10 years ago, then
under the direction of Wang

TheLINK August-September 2009

15



CEOiX EEglEbEl

16

X/ W

S BTG DL HE A 0K 2 B4
1—4%2@2%,%Mﬂ%w$
—— 2 B A5 H Y 4 il B B R
EHFE. 2ERESRVNTEYS 9 K
WE4E K s T HRE TRERTT - HEER
BT PEBTNRERE, EmE
HEl i E 2 sRETai =F . X T
THEEENEREE@EE105{2TT
Bl o F I A8 T R L ER AT L A
2008 RIMAME . ZIEERIRYIA
BT SRR

WK RREEHBRP?
EL BT S 5ERRAHTEAN? &
. BtatR . BITEEIT SmE
EEERMEEF T, LT PEYEF
B3O = B ZE R B sl -
SHMTERZEREZRAHEET - K
StRE TR L ERITIT R E4 L (EMBA
2004) o FRR - <N BIFTY
MERE. &Rl EREEIEEHE
By, Fedl] ok EIE & A E bk 4 b 5%
B - FiliE T E A 2 T 40 0 52 A e
INEERITRYE — 2 TP BUE R L
P T e ™R R A T Bk o

FEH—wEE. RRLEE
HIFRERIT —MEZ AL - ™
T FAARIT AR R, RMAT SRR F
[k, BEHHEPRATER /5 H™ 5
RSN ZE S - WERSERERTT
HZHELEOG R, B CFE &
. ZEE 8T, MilERs.
A~ PR T ESR . NS
Ji A —H

PR EME . HERE99%
B/ AN RE 15 2R S 30% 1Y <5 il
TR - RN A Y T 2 H
T5% ML iRt E N A, X
GDPY BT BkER T 60% » % B Wi 1y o ik
HEIT50% - HIA AR EERBEL AT
—HEE . E/ N TE SR X
BT TEREHXREH, BEE
40% ETEE D GErIL, BREEHE
FE—EL IR BE, W/ NEL A 2 S
E AW FE . [, 7#&E W Erdh
il K ) P — A 2 D R R
AEE IR AN E -

B—JH. MEBRERETSL
A 0 R K D B ER AT O 38— 27 R T

TheLINK 2009 8-9F I

RAT 77 1 B 2R Do R
R —THUE K . fRYEE PR R, KRR
Al 5 B 2 e B AT 7 R R R B
oK AT A G A BOa L [ T
AL R BT TS o DRI AR X e
M AT HER Al AT E e 5 O
TR L H /N A B R AN T $R

R AAEL S %
0, R T e %K
# Z 8] B2 A% SR AR 0G4k
R%, BiLE P L akE
N —H T, XA
2t HT R,

Tt B2 B i O 5 B AR T A IR
EE

TSR T R ] R E f BTN
AR5 K Bl 4 e ) S Sl
FKER M EHIwE T {68 %
Jok Sy I L B AT SR A ) A L
TE AN 0 e %) 52 < 15 ) 30 = T 4 1) 1
K ZHT SNSRI 55 X — L8
RS

1115 3 44 30 TAF 1 9 51 BH T el R
17 (BUFRIAR SR MIE+ 24
ATERITE T X — AT IE”. ML T
“ILR N S AR SS T R E AL
BEE T A gy . HERE S L EER
T R - B - B E R
F—RIHUNE AR ALK -

RS AR R LD L BEEE
WA~ (AL S DS R BRAT T
20055 HEH T E=EHE T ERANMET
i PR B I ) S R T il —— BB
R/NEGEREK - 20065185 [ AT 1t 5
{TARUNEERIE - 20085, Bt 1T
R HE 7RO A e T T
PR BT B RRLR A — $3 & TR BT e K
37, BB 1 /Ml A A A
[F A B A AN ] R 7 7 3K

R AW~ AL~ BUFR AR
FIPEERHIIX . 55 R AT AR FE A HE DM B
KRN EE T KELRE . &k
E[20085 5K £ W17 TR 40 H1 20045 4]
HV168.41{Z T N E(363.2212 7T, W&
2.16fF ; BLFGREIH20044E9]#Y127.2
2 216.9125¢, WK1.74
BT B 20049 W) 1948812 JT34
F424.85(27T . HIK2.18F5 ; tharHiFl
TH 200345 K FY2.17{Z T I £18.812
JC. HK4.06f% - FIATEE H N20044F
WIH-2.13%519% « A BB FE T &5
9% . M EFIE R FHTRIT LA
B AURT LR TR ERT -

AR, BT AE 3 = AR 5% i & Al
AL E I EIR N EhR . BN TERS
HIX 1 5@ IS09001 : 2000 7 i &
LR R INUE M3k 1T AR AT - 2008
HFoH18H, mifTH —MEXIEN X
WU TEEE T Bk ST B R b X %)
AN % 4 i DX S AR B B 3 T el R
17— -

EN—R&MEHEYE, FLX16
ERMBEEIK, FTHZZME. BRA
Wizt « BTHEEI, SHERIT R E
2 AT A9 52 R & 5 S R R .
“365Kx24/NFARSS « BT ER . 8
PRI SHERAT Lo R A R B B X
BECUR P AR XILFER— ETERS
T 40 e 3 7 25 S A 1A < R s L A K
ETF KRG IR Al STk K
EREEEEE . FENE R . dRE
B o TE O ] 22 S AL 0 5 B L 1)
&, G Qb R 7 L A =X A e
7 HAW R ZsE . »

AHH (TheLINK) Z4Ewk F47 (TE
PRI M B3 SRATER A 7 5 4256 DL R e
eI Sl AR BT T T R

TheLINK : FEE &Rl S 340 E 520
B BRI, s IS IR
EI, EHPRISGMBEERHKEE
HY (Ri#fh/pEUERER) . &
EEDRE16ENBURITEHEELR
B—TAhtash/h ik 735364 o &
—ERXFE?

EFB/BIL: —J70H . /LG EOET
SEIE TN AR S E— R [H]



F=YUNS CEO TALK

Profile

Wang Shaowen (EMBA 2004)
Deputy Director, Guiyang State-owned Assets Supervision and Administration Commission,
Guizhou Province; former president of Guiyang Commercial Bank

Name:
Title:

Career Development

August 1984 — April 1992: Teaches at Guizhou Banking School

September 1986 — August 1988: Completes junior college programme at Guizhou Radio and TV University;
September 1989 - August 1991: Studies financial management at Shaanxi Institute of Finance and Economics
April 1992 — December 1992: Deputy Director, Administrative Office, Guizhou Banking School

December 1992 - April 1997: Deputy Director, then Director, of Guiyang Experimental Urban Credit
Cooperatives

April 1997 — July 1998: Assistant President of Guiyang Cooperative Bank

December 1996 - November 1998: Completes Master’s degree at the Graduate School of the Chinese
Academy of Social Sciences

July 1998 - March 2004: Vice President of Guiyang Commercial Bank

March 2004 - September 2008: President, Deputy Secretary of CPC Committee, and Vice Chairman of
Guiyang Commercial Bank

May 2004 - September 2006: Completes Master’s degree in Corporate Management at CEIBS; September 2005:
Begins a PhD in economics at Sichuan University

September 2008 — Present: Deputy Director, Guiyang State-owned Assets Supervision and Administration

Commission, Guizhou Province

Shaowen. Following a market strategy
of working with “small and medium
sized businesses, serving ordinary
people” they nurtured many
successful SMEs such as Shengqi
Pharmaceutical, Yayuan Group,
Tongyuan Auto, Jiayu Decoration, Zhi
Cheng Avenue, and Xingli
Supermarket.

In order to meet the individual
needs of its clients, who usually
require frequent, small scale loans for
short periods of time, GCB was the
province’s first bank to develop and
offer customised financial products
for individual businesses. The
initiation, dubbed “Timely Aid” Small
Loans, came on-stream in 2005. In
2006, the bank also introduced micro-
and small loans from the World Bank.
Then in 2008, GCB launched a special
package called “Timely Loan” to
resolve the capital shortage in the
operations of small enterprises. The

package virtually covers all the
different financing needs at the
various development stages of small
enterprises’ life cycle.

It has been a win-win formula:
GCB has thrived as these SMEs have
grown. Up to the end of June 2008,
GCB had total assets of RMB39.41
billion — 13 times its asset base at
start-up. Its savings deposits reached
RMB31.62 billion — 11.6 times the
amount the bank was first established
— while the loan balance stood at
RMB20.54 billion, 14.4 times the
original figure. Based on its savings
scale and market share, GCB was
ranked third among all the banks in
Guiyang, after ICBC and China
Construction Bank.

In addition, GCB has made a
significant effort to improve services
and its internal management. It was
the first municipal-level commercial
bank to be certified by ISO9001:2000,

an international organization for
standardization in Southwest China.
On June 18, 2008, with the
establishment of the first cross-region
branch of GCB in Bijie, the bank
became one of the few municipal-
level commercial banks to expand
across regions in the Southwest. This
was in line with GCB’s three strategic
goals, which it set in 2007: to
incorporate strategic investors, to be
listed, and to extend its operations
beyond the region.

With the amazing achievements
racked up during his ten years as
leader of the bank, Wang Shaowen
appears especially modest when he
points out that the financial
innovations he has been assiduously
seeking in the past decade served only
as the foundation for GCB’s next
giant leap. "On the surface, GCB - as
an average institution — is successful
in that it is making a profit. However,
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great changes are taking place and the
bank will be totally different within a
few years." Those who know his
history as the architect of the unique
concept of "innovation of the
financial business pattern” are eager
to see what Mr. Wang comes up with
next. It appears he still has a lot of
tricks up his sleeve. "Timely Aid” and
‘Timely Loan’ are only innovative
products,” he explains. “Over the past
few years I've been delving into the
depths of the establishment of
differentiated financial business
patterns, of development strategies,
corporate culture, IT platform,
mechanism of effective payment and
evaluation, and Party organization...
In times of rapid change and
differentiation, only unique business
patterns will survive and thrive."

In an exclusive interview with
TheLINK, Mr Wang Shaowen talks
about his experience in the often
neglected area of lending to SMEs
and the role of innovation in the
banking industry.

TheLINK: Faced with shrinking
international markets as a result
of the global financial crisis,
China’s largely export-driven
SMEs are facing tough times. In
response, 15 central government
departments and ministries
recently issued their joint
"Guidelines for Promoting SMEs."
With your 16 years of experience
in managing commercial banks,
can you explain why it is so
difficult to solve SME financing
problems?

Wang Shaowen: On the one hand,
banks are not bold enough to take the
risk of lending to SMEs. With their
messy financial statements, false
financial reports, information
disparity, mismanagement, and short
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life cycles, many small businesses
cannot get loans. Banks are more
willing to lend to large enterprises
and to finance the construction of
large-scale infrastructural projects.
The risk for the latter is basically zero.

On the other hand, banks have an
even bigger problem. We do not have
an adequate business structure to
effectively serve SMEs. Why are KFW,
Wells Fargo, and Silicon Valley Bank
successful in meeting the banking
needs of SMEs? Because they always
stick to the principle of "my market is
my God." The problems we face in
the SME segment of the market are a
part of the development process. So

IN TIMES OF RAPID CHANGE AND
DIFFERENTIATIONS, ONLY UNIQUE
BUSINESS PATTERNS WILL
SURVIVE AND THRIVE

we should not shy away from these
problems.

Bankers should not merely avoid
risk; they must learn to manage and
control risk. They should be able to
find value and market potential in
SMEs even when there are no
underlying securities, and to provide
financing for them. This is the only
way financial institutions can use
their leveraging skills to fulfil their
role as a facilitator of wealth creation.

TheLINK: You spoke of bankers’
need to manage and control risk.
Can you share some of your
experience in this area?

Wang: Banks have to really
understand SMEs’ products, patterns
of service, business concept, and
management structure. They also
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need to learn more about the integrity
and values of the entrepreneurs. This
is exactly the opposite of state-owned
banks’ guiding principle of “no loans
to associates.” SMEs do not have
regulated financial statements, so we
have to know and understand them
through such close contact with
“associates.” In fact, “lending to
associates” is a unique business
pattern, and KFW, Wells Fargo and
Silicon Valley are examples of how
such a concept can be successful.

In addition, banks should not
only provide financing, but also fulfil
the role of a “consultant.” GCB
provides both money and ideas, and
serves as a guide and a catalyst for the
development of enterprises.

Professors Fan Gang, Zhou Qiren
and Xu Xiaonian have been calling
for the lifting of the ban on private
banks in China. In their opinion,
when these private banks emerge, the
SMEs’ financing problems will be
largely relieved. This is because
private banks mainly serve SMEs and
they will devise ways to solve the
problems of their main clientele.

TheLINK: Your bank's financial
innovations have received
recognition from many industry
insiders, such as Long Yongtu and
Dr. Wang Jun. Could you please
give our readers a few examples of
these innovations?

Wang: Why are KFC and Starbucks
so popular around the world? It is
not because their products are special,
but rather because their products
have their own unique values which
have been established through
innovative business models. These
unique values are translated into
these enterprises' distinctive resources
and capabilities, which are able to
create profits that only they enjoy.
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How should China’s financial
industry go global? My answer is that
the industry has to form its own
business pattern that can be copied
exactly in every country in the world.

First, we need to understand
what lies beneath the basic need for a
financial industry. The financial
industry exists because the needs of
borrowers and lenders do not happen
at the same time nor at the same
place. Based on this situation, the
leading aim of financial innovation, I
think, is to provide the most
convenient services for customers, to
make our customers feel that using
our services is as easy as snapping
their fingers.

In 1997, when GCB was founded,
it achieved its first public relations
success by launching a novel “24/7
Service” At that time ATM machines
were not popular, but based on our
market research, we concluded that
there was a need for a 24-hour bank
service. We identified potential clients
such as taxi drivers, people on
business trips, those with late night
medical emergencies and may need to
pay a deposit for their hospital beds.
Then we found that these potential
clients would also be willing to
deposit their money at GCB.

In 1998, we started the “10
Minute Loan Service” in which the
entire process — from applying for a
loan to receiving the money — took
customers only 10 minutes. This
service, which aimed to increase our
customers' financial liquidity, was
targeted at those who deposited
money or bought national treasury
bonds into our bank.

In 2004, we introduced our “One
Card Solution Service” which enabled
our customers to pay all their utility
bills, and even traffic tickets, in our
bank — all by using one card. In the

FEATURE

beginning, there were complaints
about the service from both our
customers and clerks because it used
up a lot of our customer service
resources. Later, however, in order to
solve this problem, we launched the
“Virtual Bank Service” to encourage
people to pay their bills by phone or
the Internet. Although it took a lot of
work in the beginning, the new
services proved to be very effective,

THE ONCE UNPROFITABLE AND
TROUBLESOME SERVICES BECAME
THE ONES THAT NOT ONLY
BROUGHT IN MONEY, BUT ALSO
EXPANDED OUR CLIENT BASE

not only in increasing our business,
but also in helping us to classify our
customers based on their needs. With
this in place, we could begin
marketing initiatives aimed at our
high-end customers. The result? The
once unprofitable and troublesome
services became the ones that not
only brought in money, but also
expanded our client base.

TheLINK: The manufacturing
industry has been talking about
how to make the transition from
“made in China” to “created by
China.” In your opinion, how can
Chinese banks reach that goal?
Wang: We should learn — from
western countries — how to
internationalize our banks, and
maintain financial innovation to form
differentiated business pattern. But
there is also another point that is
often ignored: the need to discover
the uniquely Chinese features of our
industry.

CEO TALK

A local Chinese bank must study
its own nation and people. Only
businesses with distinctive Chinese
characteristics can become successful.
Mechanically copying Western
models has proven to be infeasible.
Chinese people have a tendency to
save, while western people tend to
spend. The Chinese tend to spend
based on how much they make,
whereas Westerners tend to spend
more than they earn. Based on these
differences, we can say that Western
financial products are not suitable for
Chinese consumers.

TheLINK: You are a former
commercial bank president who is
now Deputy Director in the State-
owned Assets (SOA) Supervision
and Administration Commission.
How did you adjust to this change?
As a creative and adventurous
person, how do you maintain your
enthusiasm for innovation in a
government-run organization?
Wang: In fact, innovation exists in
every industry. The question of how
to be innovative in supervising and
administrating SOA’s has become a
hot topic of discussion, especially
after the “Enterprise State-owned
Assets Act” came into effect earlier
this year. Some areas related to
SOA’s are worthy of research, such
as how to maintain and increase
their value, how to use stock options
as a new incentive for those who
work as supervisors in SOA’s, and
how to be creative in SOA
administration. In addition, we can
combine our research into these
areas with our knowledge of finance
so as to better protect SOA’s. Life is
an ongoing process in which you
need to constantly experience new
things. This is what makes life
worth living.
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One B-School, Two Campuses
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- When CEIBS opens its new campus in Beijing late next year, located on 3.3
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BY LAURIE UNDERWOOD

« )Y is indisputably a
FaSt grOWt fundamental
characteristic of CEIBS, as any review of the school’s short but
impressive history reveals. In just 15 years, the MBA programme,
for example, has risen in the international rankings to place #1 in
Asia and #8 worldwide, according to the Financial Times.
Meanwhile, CEIBS now operates the largest Executive MBA
(EMBA) programme in the world, with some 700 graduates per
year, while the thriving Executive Education programme attracts
nearly 10,000 mid and top-level managers annually. Today, the
school boasts 58 full-time and 70 part-time professors teaching
in Shanghai, Beijing, Shenzhen or for the new Africa programme
based in Accra, Ghana. In addition, CEIBS’ 30 partnerships with
top-tier business schools worldwide, its 8,000-strong alumni
network, and its close ties to hundreds of sponsors and employers
together create a thriving, world-class academic environment.

This year, CEIBS is gearing up to mark another significant
milestone in its rapid development — an event that will drive the
pace of growth even faster: by year’s end, the school will open its
new Beijing campus, roughly doubling the total number of
classroom seats. But the new campus accomplishes far more than
expanding the school’s size. Establishing high-profile operations
in China’s capital city raises the profile of the school across
several fronts at the same time.

CEIBS President Zhu Xiaoming explains the significance of
the new campus opening: “For a business school, the campus
represents more than a physical location — it reflects the school’s
spirit. The completion of CEIBS’ Beijing campus is a milestone in
the school’s history, and also contributes a wonderful gift to the
school’s coming 15th anniversary. The Beijing campus will
dramatically enhance CEIBS’ brand impact as well as its presence
in North China, and also shows that CEIBS is moving towards a
brilliant future with more maturity and confidence.”

The benefits of competition and innovation mark another
advantage for CEIBS, adds Honorary President Liu Ji. Not only
will CEIBS now compete more directly with — and learn from —
many renowned Beijing-based universities, but CEIBS will also
benefit from a new pressure from within the school. He explains:
“The new campus will increase the internal competition of CEIBS
as both campuses strive to achieve excellence. Competition
engenders innovation and quality, and competitive spirit ensures
that our school continues to create the very best-educated
business management graduates in China.”

‘Competitive advantage’ is also the term used by CEIBS Vice
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THE YEARS SPENT AT CEIBS INSPIRED US AND GAVE US CONFIDENCE. WE MUST
LEARN FROM THE SUCCESSES OF GLOBAL ENTERPRISES AND CREATE GREAT AND

— Liu Deshu (EMBA1996), President, Sinochem Group
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NORTHWARD BOUND — The new campus brings CEIBS a high-profile new presence in Beijing, the national political, academic and business

hub.

President and Co-Dean Zhang Weijiong, to explain the
school’s expansion in Beijing. Prof Zhang, who has
served as Team Leader for the campus project during
the past four years of planning,

Last, but certainly not least, the new campus will
help CEIBS strengthen its ties to its North China alumni
base. CEIBS’ predecessor, the China-EC Management

Institute, operated in Beijing from

design and construction, says Beijing
is a logical new focus for the school.
“CEIBS faces very strong competition
from Peking University, Tsinghua
University, and CKGSB, all based in
Beijing,” he says. “If we don’t create a
permanent presence there, we cannot

THE BEIJING CAMPUS WILL
DRAMATICALLY ENHANCE CEIBS’
BRAND IMPACT AS WELL AS ITS

PRESENCE IN NORTH CHINA

1984 to 1994. And even after
relocating to Shanghai in 1994, CEIBS
classes had resumed in Beijing by
1996. “CEIBS has had nearly a
continuous presence in Beijing since
the very beginning,” says Prof Zhang,
adding that the school’s second-largest

win this competition.”

As the capital city, Beijing is not only the national
political centre but is also a hub of business. The new
campus, Prof Liu stresses, will allow CEIBS to address
the “stringent academic needs of government and
business leaders in Beijing and North China.” Prof
Zhang agrees, adding that Beijing is home to the
national headquarters of many of China’s largest and
most influential companies: “If we want to influence
major companies in North China, we must be in Beijing.
For companies, Shanghai is a centre for operations; but
Beijing is the centre for decision-making.”

In addition, Beijing serves as a nexus of R&D,
strategy, and media, adds Prof Liu. Thus the new
campus boosts CEIBS’ image on several fronts at once,
he says. “With a presence in Beijing, CEIBS can expand
its influence in political circles, academic circles and
media circles.”

alumni base (after Shanghai) is
Beijing. “We want to give Beijing-area alumni a sense of
belonging. Our new campus can offer a permanent
home so they feel an affiliation to the school and not
just to their particular class.” The new campus will
become a central venue for alumni clubs, business
forums, VIP presentations and reunions.

Campus spirit

When the Beijing campus opens in 2010, offering
both EMBA and Executive Education courses, CEIBS
Associate Dean and Accounting Professor Xu Dingbo
emphasizes that the new campus will operate along the
same principles and guidelines as the Shanghai campus.
“We don’t want to have two sets of separate
administration,” he says. “The logic is to use the same
team to manage two campuses.” He adds that Beijing-
based students will be recruited according to the same
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CEIBS TAUGHT ME THAT THE MOST EFFECTIVE WAY TO
LEARN IS TO PUT INTO PRACTICE ANY ONE OF THE ONE
THOUSAND PRINCIPLES AND STRATEGIES
FORMULATED BY THE MIND AND THEN

SPOKEN ALOUD. UTILISING THE LESSONS

LEARNED IS THE ULTIMATE GOAL.

— Wang Yupu (EMBA 2003),

Chairman, Daqging Oilfield Co.
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strict standards used in Shanghai.

While CEIBS has operated its EMBA and Executive
Education programmes in Beijing since 1996, and now
graduates some 180 EMBA and 900 EDP students there
per vear, the classes had been held in rented office buildings
with no space for professors' offices. The new facility
provides CEIBS Beijing operations with more space and
more amenities, but also with “soul’, says Prof Xu, who has
taught for CEIBS MBA, EMBA and EDP classes in
Shanghai, Beijing, and Shenzhen since 2004. “You cannot
over-emphasize the benefit of having a campus
environment in which the professors have offices. There is
a tremendous benefit for students when they have the
opportunity to meet with professors outside of class and
when professors can be involved in student clubs and
activities.”

When fully opened in 2010, the new campus will
host a total of four EMBA cohorts per year, as well as
more EDP programmes. Eventually, the two campuses
will allow CEIBS the flexibility to offer students freedom
of choice. Says Prof Zhang: “We can alter different
courses in different locations, depending on what is best
for students.”

The first year at the new campus promises to be a
busy one, as plans are underway for several large-scale
events. The new campus will hold an official opening in
conjunction with CEIBS 15th Anniversary celebrations
in November, and will also host several other school-
level events such as Industry Forums. These events will
help establish the campus with alumni, prospective
students, the government, and business executives. Says
Prof Zhang, “When the Beijing campus is established,
and we have permanent faculty located in Beijing, this
will create a real campus feeling for everyone who
visits.”

“Noble Features”

While those who join CEIBS in celebrating the
grand opening of the Beijing campus will likely admire
the sleek appearance and carefully crafted gardens
creating a beautiful setting for academic work, those
who managed the project from its inception stress the
years of challenging work undertaken to reach
completion. Quoting the Chinese adage that states “The
first step is the hardest,” Prof Liu Ji points out the many
difficulties the Beijing campus team overcame — from
selecting and buying the land, to choosing the best
design, to funding the project. He emphasized the
“sincere and brave” support received from Vice Premier
Wang Qishan and other officials during the crucial

m oF B K
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AUSPICIOUS START, IDEAL LOCATION — Built in Beijing’s Silicon
Valley, Zhongguancun High Tech Park, the new campus offers
world-class academics within a vibrant business community.
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Sneak Preview
A look at the stand-out architectural features of the

Beijing campus:

e “Main Street” walkway: a 100-meter-long path linking
all wings and functional areas.

e K. Wah Group Grand Auditorium: This 362-square-
meter, 348-seat facility features 2nd-floor VIP
balconies, and is equipped with audio/video control
room, interpreters’ booth, and three state-of-the-art
projectors generously supplied by Barco.

e Classrooms: Three amphitheatre-style classrooms
on the 1st floor, each seating 80 to 120 students, plus
three smaller flat classrooms on the 2nd floor, each
seating 70. These will be surrounded by 29 Discussion
Rooms.

e Dining Hall: Located on the basement level,
measuring 606 square meters, and seating 300.
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AN ORGANIZATION'S LEADERS HAVE TO BE KNOWLEDGEABLE ABOUT A WIDE
VARIETY OF ISSUES. AFTER YEARS OF PRACTICAL UNDERSTANDING OF
COMMERCIAL AVIATION, | DID AN EMBA AT CEIBS FROM 2000 TO 2002. MY GOAL
WAS TO OBTAIN A MORE SYSTEMATIC KNOWLEDGE OF MANAGEMENT — |
LEARNED A LOT. WITH COURSES THAT COMBINED THEORY AND PRACTICAL
KNOWLEDGE, | COMPLETED MY TRANSITION FROM A TECHNOLOGY-
FOCUSED LEADER TO ONE WHO IS MANAGEMENT-FOCUSED. | ACQUIRED
REMARKABLE ABILITIES IN STRATEGIC DECISION MAKING, SYSTEM
EXECUTION AND COORDINATION, WHICH LAID A SOLID FOUNDATION
FOR MY ASSUMING LEADERSHIP RESPONSIBILITIES FOR A LARGE
COMPANY DIRECTLY UNDER STATE GOVERNANCE.
— Li Hai (EMBA 2000)
General Manager, China Aviation Supplies Import & Export Group Corp.
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=N BEIJING CAMPUS

LTI E TR

beginning period. He also stressed the hard work of the
Beijing team, led by CEIBS Assistant President Ma
Yusheng and supported by Executive President Pedro
Nueno and by President Zhu Xiaoming.

The first feature that visitors to

m oF B K

past decade, the firm also recently won an “Urbanism,
Architecture and Public Works” award for the
refurbishment of the striking BBVA Headquarters in
Madrid. Other recognitions include an FAD award,
Erichdegner Architecture award, and

the new CEIBS Beijing campus are
likely to notice is the excellent
location, seated on 3.3 hectares within
the Zhongguangcun Software Park.
This collection of seven high tech
industrial parks, nicknamed “China’s
Silicon Valley,” is home to more than

TRULY A MULTICULTURAL,
INTERNATIONAL AND WORLD-
CLASS PROJECT

an Enor Architecture award.

In Beijing, the IDOM architectural
team headed by Lead Design Architect
Inaki Garai and Project Manager

THE NEW CAMPUS IS

Ander Gorostiaga faced several
challenging constraints in creating
their masterpiece. After winning the

12,000 high tech companies
employing more than 500,000 technicians.

The second characteristic to note is the distinctive,
modern design of the facility, marked by a regal gold-
black-and-red colour scheme and the vast glass
windows overlooking beautiful landscaping.
Commenting on the choice of Spanish design firm
IDOM for the campus, CEIBS President Zhu says:
“Following the tradition of the Shanghai main campus,
which was designed by I.M. Pei, and following our
motto of ‘China Rooted, Global Impact, CEIBS invited
Spanish IDOM firm to design its Beijing campus.”

Among its accomplishments, IDOM is known
internationally for designing the celebrated €480 million
Bilbao Exhibition Centre, the €35 million New San
Mames Stadium, both in Bilbao, Spain, as well as the
beautiful University of Libya campus in Misratah, Libya.
Among dozens of awards snapped up by IDOM in the

contract to design the campus back in
2005, the team learned that they must design the campus
according to restrictions on land-use within the software
park. The entire school had to fit into a single, compact
building in order to leave a large percentage of the land
for greenery and gardens and the base of the building
also had to be oval in shape. Explains Mr Garai: “The
regulations of the science park require us to build a very
dense building. We could not design a light plot with
different units scattered around the area.” Other
hardships included facing a construction halt during the
Beijing Olympics, and difficulties working during North
China’s harsh winter conditions.

Working within these constraints, the architects
devised the distinctive shape of the campus, marked by
five “wings.” Each wing is separated by gardens and
courtyards which are easily visible from inside. The idea,
says Mr Garai, is that students and visitors feel “a

HEEE: N7 RATR ERTE. FWER NES, AEFIDNAIRITNIERRERE T PERBNNEZTE.
BICULTURAL STYLE — Following CEIBS motto of ‘China Rooted, Global Impact,” Spain-based IDOM design firm

incorporated elements of both China and Europe in the final design.
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constant connection to the outside environment.”

Another distinctive feature is the 100-meter walkway,
or “Main Street,” connecting all functional areas of the
campus. Mr Gorostiaga explains the ‘user friendly’
rationale behind this design: “We wanted to make the
ground floor very easy to understand from the very first
time you visit. The design guides you from the entrance
to the Main Street. You won’t feel lost even for a
moment.”

Finally, in a similar mix of East and West as the
Shanghai campus, the new campus combines elements
of both European and Chinese aesthetics, says Mr Garai.
Chinese architectural tradition is found in the “noble”
gold-black-red colour scheme and the Forbidden City-
like use of alternating open-and-closed spaces.
Meanwhile, European design tradition is found in the
“minimalist European attitude” of the buildings.

Throughout the campus, the underlying theme
emphasized by both designers and administrators is: the
students. Says Prof Zhang: “The design is very user friendly;
everything we designed supports the needs of teaching —
from the classroom layout, discussion rooms, the lighting,
the wireless technology. Our first priority is the student
learning experience on campus. Functionality is key.”

As the final construction work is completed next
year, the team responsible for the new campus voiced

2 BUREREEETR,
JLZ W& REIE .

2R BEREFEXRE,
BiOEERE.

25 !

— #t#84E (EMBA 2003),
BAEAERE 2

STUDIES: EPIPHANIES,
ENLIGHTENMENTS.
ALUMNI: YOUTH RELIVED,
LOVE REVISITED.
REFLECTION: CEIBS IS
WORTH [T!

— Du Jianhua (EMBA 2003)
Vice President, Lenovo Group

deserved pride in the resulting facility. Designer Inaki
Garai says it embodies the spirit of multicultural
collaboration which is a CEIBS trademark. “For this
project, we all had to overcome barriers of culture and
language and geographical distance, in order to succeed.
The new campus is truly a multicultural, international
and world-class project.”

hEE: EERENERILT PR—RETHES T HLRIEHBEH. LB, BERRITIHinaki Garai (Z2Z) FI1H £ #EAnder Gorostiaga (£
—) EEBRTFRERKFRFAASKKEOHE (F) HRHEL. 68, FRBERKDBEEE (£=) EIHENERE.

WEST MEETS EAST - Designing the new Beijing campus required true international collaboration, incorporating the expertise from Spain's
IDOM architectural firm with CEIBS China know-how. Here, Lead Design Architect Inaki Garai (2nd left) and Project Manager Ander Gorostiaga
(far left) recieve input from CEIBS Vice President and Co-Dean Zhang Weijiong (center). In photo at right, CEIBS Assistant President Ma

Yusheng (3rd right) surveys the campus site during construction.
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How We W(ON the Innovate
China Global Challenge 2009

3 BY JOO YI (MBA 2008)
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SIX TEAMS from among the best business schools across the
globe gathered at the CEIBS Shanghai campus from June
18 to 21 to do battle in the gruelling Innovate China Global
Challenge 2009. In just 36 hours, student teams from
London Business School, NYU Stern Business School,
University of California Anderson School of Management,
University of Cambridge Judge Business School, IESE,
and CEIBS had to advise a Shanxi province-based auto
component manufacturer on how to go global. In an
unexpected twist to the gripping conclusion of the contest,
both CEIBS and IESE tied for first place. Read on as CEIBS’
Innovate China Team Member Joo Yi explains the strategic
decisions that brought victory to herself and teammates
Frank Zhu and Johannes Muffler.



his year’s Innovate China

Global Challenge was

this: each team had to

outline a roadmap for a

very local Chinese

company that wanted to go global.
Shanxi Tangrong Group, a leading
manufacturer of brake drums for
commercial vehicles in China, had
done incredibly well since its modest
beginnings in 1995. The company had
gained success through the dedication
of its 26 founding members and
through the favourable relations built
with the Shanxi provincial
government, as well as capitalising on
China’s rapid overall economic
growth. However, Shanxi Tangrong
Group’s recent successes had attracted
an influx of other players trying to
capture some of the pie. Now
Tangrong was facing low margins,
intense competition from both local
and foreign players, and pressure from
suppliers and customers. The company
had to find a way to continue growing.
Starting out as a TVE (township

and village enterprise) located in the
landlocked central Chinese province
of Shanxi, Tangrong began by

manufacturing casting parts as a
weapons company subsidiary. From
the very beginning, because of the
company’s strong engineering roots,
Tangrong established a strong
emphasis on quality. This proved
beneficial even after Tangrong broke
away from its parent company, because
their brand and products had already
earned a reputation for high quality.
Initially, the focus of the CEIBS
team was to figure out Tangrong’s
internationalization strategy. We spent
the first afternoon debating whether
the company should first enter
advanced markets or developing
markets. During the discussion, we
quickly realized that selecting a market
was not the first issue Tangrong
needed to tackle before going
international. Instead, through our
interviews with Chairman Ren Shiyou,
we sensed that there were more
pressing internal issues. So we decided
to shift focus and address those issues
before turning to internationalization.
As we saw it, Tangrong’s decision

EFER: JRE, RAER—RRHERHAL
SERNOF2009CEFERKFRI T HIA
&, EAEFMRERERAIFUREEEH
B .

GEARING UP — The six business schools
competing in the 2009 Innovate China
Challenge faced three days of non-stop
pressure. Here, choosing the order of
presentations (top photo), and taking a
needed meal break during preparations.

to enter the high-speed railway market
placed them in an already highly
competitive external environment

Lead Judge Andrew Grant On “Why the Tie?”

AFTER 36 HOURS OF CUTTHROAT COMPETITION to develop the best
business strategy for Shanxi Tangrong Group, how could the judges deliver a
tie vote? "We did the numbers, we did the analysis and there genuinely was a tie
between two teams,” Innovate China 2009 Lead Judge Andrew Grant told the
audience. Grant, who is McKinsey and Company Head of Greater China, said the
judges chose the IESE team for its “excellence across the board,” and the CEIBS
team for its “exceptional analysis in several key areas.”

Adding humour to the intense atmosphere as the winners were announced,
Mr Grant also praised each team for displaying the unique personality of its
home b-school. He praised IESE for the "Spanish smoothness" in presentation,
UCLA for its "California optimism," London Business School for its "English-
style stoic pragmatism," Cambridge for the scope of its analysis, NY Stern for its
focus on "getting rich from the IPO," and CEIBS for its attempt at delivering a
"fully bilingual presentation."
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which was only going to get tougher.
The company had identified an
opportunity in the Chinese
government’s plan to bring in high-
speed trains from Germany and Japan,
with some parts produced locally.
Given Tangrong’s existing
technological capabilities in casting
parts, company executives believed
diversifying into the railway industry
would be their next ‘blue ocean. They
also hoped to leverage their good
relations with the provincial
government to secure the contracts.
While the margins would initially be
high, we felt that this industry would,
over time, also exhibit the same
characteristics as the auto parts
industry: namely, players constantly
searching for more profitable niche
markets in an easy-entry sector.

In order for Tangrong to gain a
sustainable advantage over its
competitors, therefore, we felt they first
needed to strengthen internal
capabilities and improve
competitiveness no matter which
casting-related industry they chose to
compete in. In our interviews with
Chairman Ren, he had mentioned three
areas in which Tangrong could improve
internally. The first was in better
managing fluctuations in raw material
prices. He told us of a case in which the
price of one of the alloy metals more
than doubled, and the company was
forced to make a tough decision on
whether to continue including that
material in their products. While most
customers would be unwilling to accept
a more expensive product, excluding
that material would mean
compromising quality.

Since Tangrong lacks employees
who are knowledgeable in hedging —
such as engaging in forward contracts
that locks in a set price for a given time
period — Chairman Ren’s solution was
to buy large quantities of the material,

anticipating a price rise. But this
method strained Tangrong’s cash flow,
as most suppliers requested cash
payment on the spot, and also
triggered inventory holding costs. Our
recommendation was to bring in talent
with financial knowledge who would
help Tangrong mitigate the price
volatility of their raw materials.

Secondly, we explored Tangrong’s
challenges in managing customers.
Since the auto market had consolidated
over time, the bargaining power of auto
manufacturers was immense and they
showed little mercy in continuously
seeking price cuts from parts suppliers.
Given Tangrong’s relatively small size,
we recommended that they partner
with their customers to improve
inventory holdings, then share the
benefits with clients. This would
translate into cost benefits for both
parties and would improve the
company’s operational efficiency.
Although this solution requires a heavy
investment in an ERP (enterprise
resource planning) system, the expense
was warranted as a way to ensure the
critical operational excellence necessary
for the company’s survival.

Another problem: While the
Tangrong name was synonymous with
quality, the sales organization operated
merely as a liaison between the
customers and agents. The sales
channel was not effectively
communicating the superior quality of
Tangrong’s products to its clients. We
advised the company to boost their
marketing skills, add a customer-
friendly system facilitating
communication with clients, and to
focus on the long-term goal of better
meeting customers’ needs.

Finally, while Tangrong boasted a
team of long-faithful engineers and
employees, the company’s managerial
capabilities and professionalism
needed bolstering. Realizing that

Chinals

TEER: FAAREER, PRSEIMIESE
SENFIE—.

AND THE WINNER(S) ARE — Both CEIBS and
IESE finished in First Place, according to the
rigorous assessment of the Judges Panel.

Shanxi is far removed from China’s
developed coastal regions, we knew it
would be difficult to attract the top
talents who gravitate toward larger
companies in Tier 1 cities. In order to
prepare Tangrong employees for the
company’s ambitions to go global,
and to address the company's talent
shortage in finance, design and
marketing, we recommended that
Tangrong open a knowledge and
development centre in a Tier 1 city
which could provide support to their
headquarters in Shanxi. Overall, our
recommendations would trigger a
fundamental cultural change as well as
providing economic benefits.
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Mr Ren Responds R RIS
Innovate China says:

JUST AFTER THE JUDGES PANEL ANNOUNCED THE WINNER " . "
special thanks" to

of Innovate China 2009, Shanxi Tangrong Group Chairman and
General Manager Ren Shiyou delivered the most touching and
inspiring speech of the intense, four-day event. Having spent three
intense days — and nights — sharing the details of his business with

the six student finalist teams, then listening to each team compete to R R
present the best advice for him and his company, Mr Ren reflected on
what the competition meant for Tangrong. Here is an excerpt from his
closing speech:

“I want to express my deep gratitude to CEIBS for giving me the
chance to join this competition. As a company located in West-Central
China, we face a fast-changing and confusing environment which leaves
us with many questions. This competition gave me the opportunity I'{m
to understand the tools and the perspectives of top business schools. I
plan to take full advantage of the insights I have heard as I carry on my

. . WS SR RN TR ER
own work in Shanxi.” Gukasi Tassins Ptie Farty MG, Gty i, L4
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The IESE Team

Australian/Swedish national Andreas Prosinecki (pictured
at centre), 28, has a background in engineering, specifically
automotive R&D. With interests in business, technology,
sports, and travelling, he plans to pursue a career in
consulting or general management.

Indian national Rahul Jain (right), 24, is using his
background in high-tech sales to focus his career goals on
consulting or VC. When not studying, he enjoys reading,
travelling, and keeping up with global business.

A banking expert by training, Timo Scheiber of
Germany, (left) 28, plans to either remain in banking or
move to consulting after completing his MBA. His other
interests include business, politics, and sports.

The CEIBS Team

Joo Yi, 30, is a self-proclaimed global citizen. A Saudi
Arabia-born Korean national, she was raised in the Middle
East, the U.S., and Korea. Prior to joining CEIBS, she
worked as a Business Analyst for McKinsey and Co in Korea.
Joo likes Korean dramas and spectator sports.

Shanghainese Frank Zhu, 33, gained a strong
engineering background as a process engineer then manager
at AT&S China prior to joining CEIBS. In his leisure time,
Frank spends time with his wife and dog, and is preparing
for fatherhood later this year.

Economic evaluation methods of Sino-International
joint ventures was the undergraduate thesis topic for
German national Johannes Muffler, demonstrating his
early interest in the Chinese business environment. Prior
to CEIBS, the 25 year-old worked in Strategic Planning for
Bayer CropScience. He spends his free time cooking for
friends, playing sports, and travelling.
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COVER STORY " CEIBS & CSR

CEIBS & CSR

overty eradication through micro-financing and rural entrepreneurship. Environmental
P protection through zero-landfill manufacturing, “new energy” automobiles, and energy

audits for high-usage manufacturers. Promotion of responsible business models by
training MBA students to develop projects that are both socially beneficial and profitable.

Such are the issues — both local and global — addressed at the 2009 Being
Globally Responsible Conference (BGRC), CEIBS' fourth-annual student-led conference
on corporate social responsibility.

Read on for key take-aways from this year’s roster of internationally renowned,
provocative, and controversial speakers. Drawing upon their backgrounds in academia,
government, NGOs, and industry, these experts cover a diverse range of topics related to
socially responsible business leadership.

TheLINK August - September 2009 39



BRI S RE EEREESE

40

R IR E R T FFMBAY: R ZE RN 2 RM R TIERIEEI2009F
EnlE X-—FEREEAEASIBRHE-—FHRNLL
HEREER. SESAENRELIRZEERD, ]
ZHRBAZEERNAR, BEAZFWHAL. ROHEE

PR R R RERE.

TheLINK 2009 8-9F ¥

FIEAIRTELE . FH LRSS
Pt ZICEER. BGRCH-AEAAT
Wi, e R 2 TTE (CSR)
L BR S0 - 122 R PR E B TR A2 B
MBA &S, AWK, 5] 172002
#rEBEr A A EMBEAL . K
ZHITE L WGRTTA A TR 5T A1
IS BRI RERUTI A Y R
ZRMFIE? 1EIALUETT T CSRIY AR
A AR G T R B HHIEER
EMETT 2 TUEF A LT -
WiZT e HsHE 6 HE¥{T. EhH#H
JE DR 2008 4 MBA 2251 « AUGRIZTE
AR AT, R s 1N %

2009@*? S{EE (BGRC) WY

Pt MG« BRI " <l BEA ™
fe2Ehe”%. BlaLsWERLRE
A 2006 FiE TURFISEFR KBS —— &
Iz ERCSEREATIVAID A Z —~ JEEFI
(VA% YD T WAl I A KR - L&
Fil (Dipal Barua) Fl (HLYETHR) WH%E 45
ER - (P EFRAFHNEBE) WIEH.
EBURF LR « B AH AR I ANLE A 208 - BT
4:8f (John Perkins) Z£.
WIZWEL 2 —BWS . TETe
WG B T =AM A 24915 03k
WHEE? ARENOSENE FFLLE
JR? HICT gERE A TR AT T E? 5
ZHERERZE S EAEIR R - E
#% (David Grayson) 5. N iZiEid ikl



ith a focus on the practical
applications of CSR from
— and for — the real world,
BGRC 2009 was, unmistakably, not
just another talk shop. The thought-
provoking issues that attracted 200
participant students, executives and
media to the two-day student-led
conference included an exploration of
the broad question: what does it take to
inspire others to make a change? The
event also featured real life case studies
of individuals and corporations that
have made CSR work. The bottom line?
Boosting profits and addressing social
issues are not mutually exclusive pursuits.
The June 5-6 forum, hosted by
a determined team of CEIBS MBA
2008 students, addressed the theme
“Make a Difference.” Topics covered
ranged from “alternative energy” to
“corporate engagement” and “student
empowerment.” Speakers included big
names such as Mr Dipal Barua, founder
of non-profit enterprise Grameen Shakti
and founding member of Nobel Peace
Prize 2006-winning Grameen Bank,
plus Mr John Perkins, author of the
New York Times Bestseller Confessions
of an Economic Hit Man and founder
of Dream Change, a non-governmental
organization.

-
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The issue of leadership, one of the
common threads woven throughout
the event, was probed during a panel
discussion which focused on three
questions: why does leadership make
a difference; what is the profile of a
responsible leader; and is it possible
to develop a responsible leader? In
sharing his views on responsible leaders,
Cranfield University Professor of
Corporate Responsibility David Grayson
emphasized the importance of inspiring
others through story-telling rather than
rattling off statistics. He also stressed
the value of developing a compelling
vision for achieving sustainable profits
in an ethical manner, and also finding
a balance between boosting the bottom
line and creating value for society. He
also advised creating a credible plan for
achieving your vision, and he emphasized
the need for leaders to understand their
own values, their innate purpose, and
their motivational drivers.

Here are additional outtakes from
BGRC 2009:

Efforts of the Chinese
Government

Acknowledging that China’s role as
the ‘world’s factory’ has resulted in

CEIBS & CSR

20098 M EEHRHRTERERER:
ATER 2HEAAEELS (FE) ;
HEtMEER: PREFRIH?RE
KEEUSOHERERERR. fK
THEFRFIRIHRR. PREFZE
BEWER.

FORUM VIPs — President of Evonik
Greater China Region Mr. Yu Da
Hai (centre) was among the VIPs
at the BGRC 2009. At left is
CEIBS Distinguished Professor of
Global Responsible Leadership Dr.
Henri-Claude de Bettignies. CEIBS
Professor of Marketing Mary Ann
McGrath is at second left, and
CEIBS Professor of Economics Bala
Ramasamy is at right.
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environmental problems and the over-
use of lands, Vice Chairman of the
Shanghai Government Development and
Reform Committee Hong Chi cautioned
against the long-term effects of the current
practice of borrowing resources from
future generations. He outlined the Chinese
government’s plan, over the next three
years, to foster scientific development,
promote high-tech industries, and slash
harmful emissions. Measures include
auditing energy-guzzling companies,
promoting clean trade, and modifying
pricing mechanisms for resources such
as coal and oil. The Vice Chairman also
highlighted government plans to develop
a “new-energy automobile industry”
in Shanghai — an initiative expected to
generate production valued at RMB30
billion. The project includes subsidies to
buyers of new-energy automobiles, such
as hybrid cars, and development of the
accompanying infrastructure.

ESP: Fighting Poverty

During a panel discussion on “Business
Solutions for Poverty Reduction”, CEIBS
Professor of Economics Bala Ramasamy
used hard facts to hammer home the
magnitude of global poverty. He told the
audience, for example, that thousands of
children die from poverty each day and the
majority of the world’s population makes
less than US$2.50 a day. Founder of US-
based Enterprise Solutions to Poverty
(ESP) Nancy Barry then discussed how
her organization addresses the problem
by mobilizing CEOs and entrepreneurs
to work with companies from developing
nations such as China, India, Columbia,
Mexico, Brazil and Kenya. The goal is
to find ways to simultaneously turn a
profit while helping the poor. During
her speech, the ESP founder stressed the
importance of the private sector’s role
in mitigating poverty. There has been a
paradigm shift, she said, away from the
government bearing all the responsibility
for a country’s poor.

COVER STORY

Grameen: Force of Change

As a case study illustrating the
internationally recognized achievements
of NGO Grameen Shakti, Managing
Director Dipal Barua explained how the
organization provides renewable energy
in rural Bangladesh. The premise is that
rural residents cannot access development
until they can access energy. Because
60 percent of Bangladesh’s population
lacks electricity, Grameen Shakti intends
to provide 75 million people (50% of
the population) with clean, modern
and affordable energy by 2015. The
organization’s market-based, sustainable
model for providing renewable energy
is based on three pillars, Mr Barua said:
innovative financing, awareness creation,
and development of rural entrepreneurs.
As with any radical innovation, he
added, convincing others to support the
programme requires hard work.

To urge rural residents to adopt this
unfamiliar technology, Grameen Shakti
created a package that not only reduces
their up-front costs but also covers
installation, training, and maintenance.
Awareness is created by installing solar
energy systems at schools, thus teaching
children about renewable energies. All
told, the project has created 20,000 green
jobs, trained 1,700 rural Bangladeshi
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women as renewable energy technicians
and entrepreneurs, and trained another
52,000 rural women to use solar energy
systems.

Other projects under way by Grameen

Shakti include providing solar-powered
refrigerators for remote clinics, solar-
powered computers for training centres,
and solar-powered Base Telecom Stations
for remote mobile telecom. Stressing that
the project is a blueprint that others can
easily follow to learn “the art of serving
rural people,” Mr Barua said the case study
offers advice on training rural women,
providing cost-effective solutions (such
as using DIY solar panels), and providing
free maintenance during the repayment
period. Mr Barua also explained how the
programme created jobs for local people,
and how the organizers won support from
the users of the solar systems — in this
case by providing scholarships for their
children.

For anyone who believes that social
responsibility is bad for business, Mr

COVER STORY

Barua stressed that Grameen Shakti has
enjoyed an annual growth rate of 60%
since 2002. The NGO now installs 7,000
home solar systems per month and plans
to have built 7.5 million solar systems
and 2 million bio-gas plants by 2015.
Addressing the challenge of accessing the
working capital necessary for expansion,
Mr Barua is working to secure loans at 3
to 5%.

Growing Role of MBA Students

The growing role of MBA students in
CSR initiatives was another key message
voiced during BGRC 2009. Outlining his
participation in ESP initiatives organized
with CEIBS, MBA 2008 student William
Keithler told the BGRC audience how
he and his team members helped foster
and improve a programme linking the
New Hope company with pig farmers in
China’s Sichuan Province. Keithler and
his classmates identified four key factors
that Chinese firms should consider when
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aligning their business strategies with the
needs of all stakeholders. These factors
are: access to financing (80% of the pig
farmers surveyed said “capital” is their
most significant constraint); access to
land; economies of scale; and quality
control. According to Keithler’s team,
tracking product movement is critical to
quality control and product safety.

Developing business models that are
simultaneously profitable and “inclusive,”
i.e. provide benefits for the majority of a
given population, was the task addressed
by MBA 2008 student Sentayehu Belay
and his team. Through exploring the
synergies gained by collaboration
between individual companies in China
and Kenya, Belay showed the audience
how the China Africa Business Council,
a government-level support programme
that promotes investment and free trade
between the two countries, could be
leveraged in building an ESP China-
Kenya connection. One collaborative
venture involved modifying the
distribution network used by Chinese
fertilizer producer PSB in order to meet
growing demand among Kenyan farmers.
The team suggested that, in Kenya,
the network used by the nation’s well-
established electricity and water billing
system could provide an efficient way to
distribute fertilizer — a commodity which
is in high demand across the country.
Belay and his teammates are just a
handful of the b-school students working
with ESP to help alleviate poverty.

CSR & Big Business

Another major point raised during BGRC
2009 was the role that CSR can play in
big business. One example is Evonik,
which has sponsored BGRC since its
inception in 2006. According to Evonik
President Yu Da Hai, the student-led
BGRC is an excellent venue to formulate
and exchange ideas and best practices
on issues such as energy efficiency and
demographics, which he identified as the

COVER STORY

biggest challenges for the future. “Making
a statement about CSR is easy, living it
daily is not so easy,” Dr Yu said, while
sharing several case studies showing
the company’s successful efforts in
implementing high safety standards and
energy saving initiatives.

During the conference workshops,
held throughout the event, Haworth was
one featured manufacturer. Director of
Operations at Haworth Asia Pacific, Middle
Fast & Latin America, Mr Mark Cotter,
spoke of the company’s cradle-to-cradle
concept. Stressing Haworth’s commitment
to implementing environmental best
practices, he illustrated how the company
considers the impact of their product
throughout its entire life-cycle — from the
initial design stage to manufacturing and
finally, disposal. Haworth operates a zero-
landfill production line: all waste by-
products are reused, recycled, or used for
thermal energy production. Mr Cotter
believes that positive change at Haworth
is driven by stakeholder engagement
throughout the company and across
the supply chain. Persuading everyone
in the supply chain to adopt the same
philosophy, he said, is often the biggest
challenge in adopting environmental best
practices.

Recognizing that many companies
view CSR within the context of their
bottom line, Vice President of CSR at
Bayer China William Valentino looked
at the practical implications of good
corporate citizenship. Convinced that
businesses should balance profitability
and social contribution, he outlined
methods of quantifying CSR activities,
and — just as importantly — reporting
them to investors. While it is often easier
to see the cost-saving side of CSR, Mr
Valentino stressed that CSR also can
generate business and build stakeholders’
trust. After all, most institutional
investors are looking for trust, he said,
especially in these turbulent times. (For
the full report on BGRC 2009 go to
www.ceibs.edu.)
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he Chinese Property Market:
Latest Development and
Outlook" was the topic
presented in a June 3 seminar at
the CEIBS Lujiazui International
Financial Research Center. Keynote
speakers were BBVA’s Chief Emerging
Market Economist Dr Alicia Garcia-
Herrero and Chief Economist for
Greater China Dr Li-Gang Liu.
BBVA is the second-largest banking
institution in Europe.
Dr Liu introduced findings from
a recent study conducted, by BBVA
in collaboration with China CITIC
Bank, in four of China's Tier 1 and
several Tier 2 cities. He told the
60-plus attendees of the forum that
China’s residential property market
has “bright long-term investment
potential,” mainly because it is
supported by “fast income growth,
rapid urbanization, and a high
depreciation of housing stocks”.
While near term “adjustments” are
unavoidable, he said, pointing to price
decreases of up to 20 percent in some
Tier 1 cities, Dr Liu added that China
can still protect itself from a “hard
landing”. The factors maintaining
relatively strong demand for housing
in China, compared to other markets,
are: high savings ratio, an expected
GDP of 7 to 8 percent over the next

CEIBS KNOWLEDGE

10 years, and rapid urbanization
that will lead 56 million people to
enter the urban sector in the coming
years. Finally, Dr Liu pointed out
that housing prices in Hong Kong
run more than three times higher
than those of Shanghai, showing the
potential for upward movement.
Dr Liu said that “Shanghai is going
to gain position as an international
financial center over the coming
decade. Therefore, it is still a very
good place to invest in real estate”.

Dr Garcia-Herrero next took
the podium to discuss two issues
of importance in China: House
Financing and Affordable Housing.
In her presentation, she drew from
data collected in BBVA’s Real Estate
Reports, produced for major markets
worldwide. (BBVA launched the
first China report earlier this year, in
cooperation with China CITIC Bank.)

In introducing key real estate
financing methods, Dr Garcia-
Herrero highlighted the benefits
of “covered bonds,” which BBVA
defines as “debt instruments secured
by a cover pool of mortgage loans
(property as collateral).” This tool, she
explained, offers a safeguard against
non-performing loans because
the cover pool provides sufficient
collateral to cover bondholder
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BBVA Chief Economist for
Greater China Dr Li-Gang Liu

claims throughout the whole term
of the covered bond and investors
have a preferential claim in the
event of default. The concept has
gained popularity in Europe, where
€2 trillion in covered bonds have
been issued, especially in Denmark,
Germany and Spain where this
method is used for 40 percent of
financing for real estate.

In Asia, the concept is still new but
has recently begun in Singapore. Dr
Garcia-Herrero expects strong potential
for covered bonds in China, where the
tool could add a badly needed source
of real estate financing and could help
develop China’s bond market.

Turning to the issue of “affordable
housing”, Dr Garcia-Herrero began
by profiling Spain. That country’
s policy promoting affordable home
ownership, launched in the 1970s,
transformed the country into a
“middle-income economy;” she said.
Today, 97% of Spanish families own
their own home. This provides a
“snowball effect: toward building
wealth since home owners also gain
collateral to start their own businesses.

In the lively Q&A session that
followed, CEIBS students, alumni,
and corporate guests asked for further
guidance into tracking China’s real
estate market.
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he challenge of how to “Maintain Prudent and

Consistent Foreign Exchange and Monetary

Policies in Response to the Current and Future
Global Financial Crises” was the focus of a June 18
address by Prof Xiao Geng, Director of Brookings-
Tsinghua Centre for Public Policy and Senior Researcher
of the Brookings Institution. Prof Xiao was addressing the
20th CEIBS Lujiazui Finance Salon, held at the CEIBS-
Lujiazui International Finance Research Centre.

To resolve the current crisis and ensure steady future
economic growth, Prof Xiao urged central banks to
collaborate closely in order to meet two critical goals:
establish prudent principles of monetary policy and new
cooperation mechanisms, and maintain the stability of
foreign exchange rates among major currencies (thereby
preventing countries from using currency devaluation for
trade protection and minimizing artificial foreign exchange
risks.) In addition, he said such moves will sustain reasonable
real interest rates, ensuring the efficiency of resource
allocation in the real economy within the context of high
price volatility.

To accomplish these goals, Prof Xiao explained,
international organisations such as the WTO should
guard against the myopic behaviour of governments and
central banks so as to maintain the financial stability of
the current "paper money-based" international landscape
through global cooperation and mutual supervision.
He outlined six specific policy proposals that are vital in
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Brookings Institution’s Prof
Xiao Geng

(o3 (elyiaSplelsy FINANCE SALON

order to meet the following key objectives:

+ the establishment of a three-currency (US Dollar,
RMB, Japanese Yen) linkage mechanism for emergency
purposes;

+ the establishment of a global alliance of central banks
including the Federal Reserve, the People’s Bank of China,
and the Bank of Japan;

+ the injection of capital into important and vigorous
multinational companies via global sovereign wealth funds;

+ the creation of a controllable financial environment
that allows a moderate increase in salaries and CPI, raises
the price of assets to their original level through moderate
inflation, and helps companies gradually absorb toxic assets;

+ the implementation of consistent macroeconomic
policies; and

+ the adaptation of consistent tax relief measures and
public expenditure plans.

China — with its rapid increase in labour productivity
and high demand for significant adjustments in salary
levels — has a greater tolerance for higher inflation
levels than the U.S, which needs to retain a positive real
interest rate, Prof Xiao argued. China is well positioned
to help coordinate global foreign exchange and monetary
policies, for the sole purpose of ensuring effective
resource allocation in the real economy and avoiding asset
bubbles, he added. If the next stage of reform goes well, he
predicted that China will maintain sustainable and more
efficient growth.
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Tough Prospects for
China’s Bankcard Industry
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Beijing Normal University Professor Zhong Wei details
China’s ‘excessively competitive’ RMB1 trillion debit and
credit card business
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BLINDLY OPENING CHINA'S BANKCARD

INDUSTRY TO INTERNATIONAL PLAYERS

MAY RESULT IN A FAILURE TO PROTECT
CONSUMERS’ INTERESTS

efore an audience of more than 80 financial
Bexecutives and CEIBS alumni, Prof Zhong Wei,

Director of the Finance Research Centre of Beijing
Normal University, analyzed the current status and future
prospects of China’s bankcard industry. He was speaking
during the 21st CEIBS Lujiazui Finance Salon on July 3.

By the end of 2008, 1.9 billion bankcards had been
issued in China (92 percent were debit cards, and the rest
were credit cards), with total credit lines exceeding RMB1
trillion. But according to Prof Zhong, China’s average
transaction amount per card, ratio of interest-bearing assets,
and bankcard profitability levels are less than impressive.
While a number of commercial banks have declared making
a profit from their bankcard business, Prof Zhong pointed
out that their assessment may be flawed. If bankcard centres
were treated as independent companies, or real business
units — meaning that office rents and employee salaries are
taken into consideration — it may become clear that few
companies have yet realized a profit, he said.

While China’s bankcard industry has developed rapidly
in recent years, the professor said, the sector has been mired
in excessive competition — even though this is the early stages
of development. Under such circumstances, blindly opening
China’s bankcard industry to international players may result
in a failure to protect consumers’ interests, he said, and may
even force them to pay higher costs. He also emphasized that
the bankcard industry is related to national security. Given
the increasing importance of the financial payment system,
transaction standards, as well as the unique international,
political and economic environment, he said, the safety of
bankcard information should be given high priority. China,
he added, may need to develop specific regulations to ensure
sustainable development of the bankcard industry, because
laws and regulations are essential to the sound and healthy
development of all the related sectors.
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