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| Follow these rules if you want to be very
unpopular in China:

1. ALWAYS point out someone’s mistake in public

2.  ALWAYS interrupt when someone else is talking and raise your voice in discussion
3. ALWAYS educate the Chinese about what happens in the “better” half of the world
4. ALWAYS be TACHLESS

5. ALWAYS generalize
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I
CEOs postition business for future growth with partnership

plans

Partnerships — particularly with customers and suppliers — are increasingly important for China's CEOs

Q: Are you currently engaged with or considering engaging with, any of the following types of partners through joint ventures,
strategic alliances or informal collaborations?

Currently engaged with @ Considering engaging with
Customers 34% 34%

Suppliers 26% _ 40%

Academia 24%

26%

Business networks, clusters or trade organisations
Competitors
Firms from other industries 18% 35%
Government
Non-governmental organisations

Start-ups

Base: 136, respondents who stated ‘yes’
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China’s CEOs are planning more JVs and alliances

China's CEOs are planning more JVs and alliances

2014 % 2015

New strategic alliance or joint venture 42% . 60%

959%

Cost-reduction initiative 50%

Outsource a business process or function 23% . 32%
Complete a domestic M&A 30% i 28%

Complete a cross-border M&A 18% 10%

Base: China (2015 = 136; 2014 = 66)
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Courting China Inc: Expectations, pitfalls and success
factors of Sino-foreing business partnerships in China

Respondents by country %

49, 4%

® China
mUS

m UK

m Australia
m France

m Germany

= Japan

Respondents by annual revenue %

" More than $10bn

" $5bn to less than $10bn
®$1bn to less than $5bn

¥ $500m to less than $1bn
™ $150m to less than $500m
® $50m to less than $150m
" Less than $50m

5%
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T, op reasons for choosing JV/SA model

Top reasons for choosing JV/SA model
Mandatory partnership in China
Cost reduction
Access to the Chinese/Foreign party's resources and competency
Direct management and control of business activities

Mitigation of business risk

mForeign ®Chinese
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Business partnership plans in China

Business partnership plans in China

Set up a new WFOE (cross-border - 15%

M&A)
Set up a new WFOE (greenfield 12%
investment) F 0
m Foreign

Business partnership plans in China

Enter a new JV in China 51%

Renegotiate/amend agreement for a
JV formed after 2008

48%

None of the above 12%

PwC lIsrael u Chinese
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| Why to form a JV/SA in China?

Most important strategic motives for forming a JV/SA in China raised by foreign and Chinese respondents

54%

Access to the Chinese market/International markets 36%
Improve market position in the Chinese market/International markets 47:’1/08%
Access to customers . 40%
Improve market position in the domestic market 333‘?%
Access to distribution channels 00 33%
Access to market knowledge o 33%
Access to low cost sourcing 31% 26%
Access to capital 26% 4%
Access to technology, R&D capability 22% 1%

mForeign mChinese
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| Challenges

Most important criteria for selecting a JV/SA partner in China raised by foreign and Chinese respondents T
L 41% /
Strategic fit 2206 )
—_—
0,
Same level of commitment and trustworthiness I 40%
. 37%
Good legal standing 32%
0,
Good reputation among customers and suppliers = 40%
28%
Complementary resources and competency 34%

24% - N

/’Jﬂ
22% -

Agreement on control and profit distribution

Compatibility between corporate cultures

mForeign mChinese
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|
How long?

Expected lifespan of JV/SAs in China

37%
34%

21%

18%

17%

1-5 years 6-10 years 11-20 years More than 20 years

E Foreign ®Chinexe
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| Why to terminate a JV/SA?

Main reasons to terminate a JV/SA

39%

Poor financial performance 40%

Business objectives of one party that conflict with the ongoing operation of
the partnership

Inappropriate management structure
Strategy problems
Poor pre-formation planning

Financial difficulties of one party

m Foreign mChinese
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| Why to abort?

Main reasons to abort a JV/SA

Lack of agreement on goals for the partnership

Divergent values

Regulators or third parties did not allow the partnership to go through

Material misstatement, error or omission in the representations and warranties
Resources for the partnership did not materialise for one party

Poor planning and coordination

Setting up the partnership proved too costly

PwC lIsrael
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26%

27%

22%

20%

45%
44%
42%
36%
40%
31%
36%
42%
32%
32%
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| .
Performance vs. Expectations

JV/SA performance vs expectations
Significantly exceeding expectations
Exceeding expectations

. . 78%
Meeting expectations

Underperforming expectations

Significantly underperforming expectations

m Foreign mChinexe
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|
Key Takeaways

Consider various criteria to assess your partners (e.g. reputation, alignment of
goals and values, etc.)

¢ Mange divergence in values and culture

* Be open about discussing conflicts or concerns arising from the partnership early
in the process

» Beflexible and regularly review the objectives of the partnership

o The right incentives

* Beinvolved in operation to ensure quality
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3 Lessons from Alibaba for Chinese Companies Going Global

Lesson #1: Be Visible
Lesson #2: Address Concerns Early and Directly

Lesson #3: Hire & Empower Local Employees

Source: www.forbes.com
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About PwC Israel

PwC Israel is a leading professional services firm in the

Israeli market. EStablished in 1924, the
firm currently has 57 PATrTNErs and about
1,200 professionals
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PwC is the world leader in professional services...

PwC is the leading global assurance, consulting, and tax services firm

PwC is structured along three dimensions for
full service capability

_ _:

Audit Tax
Expertisein US. * Global tax planning
and international and structuring

PwC Advisory continues to expand services
offering through acquisitions (Booze & Co, PRTM,
Diamond, BearingPoint, Ants’ Eye View, etc..)

Global Technology Sector Leader

No. 1 Global NoO.1m
Business Consulting Operations Strategy
firm

IDC & Kennedy Information IDC (2012)

No. 1 Global No.1m

Merger & Acquisition
(M&A) Advisory

Kennedy Information

Innovation Solutions

Kennedy Information

» Support ~96% of Fortune 1000 technology companies
* 10,000+ technology professionals worldwide
* Deep expertise and strong capabilities in all major regions

NO. 1 Product

and Service Launch
Operations

Kennedy Information

NoO. 1 of 8 named
to Kennedy Vanguard
of Supply Chain

Consulting
Kennedy Information

More than 180,500 people in 776 offices located in 158 countries in firms across the PwC network share

their thinking, experience and solutions to develop fresh perspectives and practical advice
Revenue: US$ 33.9 billion (2014)
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'China Business Group @ Pw(C Israel

Contact Us:

Eitan Glazer,Partner,PwC Israel Ying Wang,Business Development
Manager,PwC Israel

Tel: +972 3 7954869/+972 54 6692040

Email: wang.ying@il.pwc.com

Tel: +972 3 7954664

Email: eitan.glazer@il.pwc.com
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