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Sino-Benelux Business Survey

A Thisyear's Sino BeneluxBusinessSurveyhas been organized by the BeneluxChamber of
Commercein Beijing,Shanghai& Guangzhou,with support of the official representations
of The Netherlands, Belgium and Luxembourg in China and in partnership with MS
AdvisoryChina

A We have examinedthe performanceand expectationsof Beneluxbusinessesn Chinaand
researchedchow companieshave dealt with changeswithin their environment

A Thisyear, 166 companieshave participated in the businesssurvey,which is an significant
increasecomparedto lasty e aSindBeneluxBusinesssurvey( 98(+) companies)

A Asin 2016and 2017 this surveywas conducted so that the Beneluxbusinesscommunity
and other important stakeholderanay better understandthe businessclimatein China



Methodology

A The researchwas conducted through an online questionnairethat was shared by mail,
newsletters\WeChatand LinkedIn

A Approximately 2000+ Benelux companies have been contacted, with a total of 166
companies returning the questionnaire The field work, which took place in February,
March and April 2018 was actively supported by the Benelux Chamber of Commerce

across China and the official representationsin China of the Netherlands,Belgium and
Luxembourg

A The survey consisted of 61 open and multiple choice questionson 8 themes Survey
Demographics,BusinessPerformance,Busines<Llimate, Belt and Road Initiative, Onward

Expectationdor 2018 Role of Embassie® Chamberof Commerceand Corporate Social
Responsibilityn China

A Thisyearthe Sino-Dutch and Sino-BeneluxBusinessSurveyhave been merged together; s
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SURVEY DEMOGRAPHICS

On average, the

Most of the respondents have
respondents operated in China
come f_rom for 12.6 years.
Industrial
: Goods and

This year 166 Services

companies have (> 40%)

participated in and

the SlnoBenelux Consumer More than 50% of

Business Survey 'E Goods and A the respondents are
Services SMEs with a

T (>25%) S revenue from1mil

- to 100 mil RMB
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BUSINESBERFORMANCE
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Revenue growth and the
profit margin of the
respondents in China
remained fairly positive.

88% of the companies
report a revenue growth
and a profit in China.

Following analyzing our
data, there seems to be a
direct correlation between
size of business in China
and profit margin.
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BUSINESS CLIMATE

66% of the respondents
are favourable/optimistic
on the Chinese market
today. At the same time
56% worry about
preferential treatment of
local competitors.

63% worry about the
difficulties in obtaining
government approvals in
China.
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CHALLENGES/NEGATIVE DRIVERS BELT AND ROAD INITIATIVE (BRI)
o Most of the respondents Belt & Road Initiative (BRI)is
= indicate that salary costs is ATEoTeE T C h i ncanempiece program
w» the most significant WSmms=E to increaseits trade with the
negative driver for their restof the world.

business in 2017 and
remains achallenge for
2018.

Only 20% of the respondents
came across BRI partnership
and businessopportunities

7% of the respondents
According to the . indicate the need fl?)r more
respondents, oUnlievel | gfmationon Beltand Road
Pl aying Fieldod h boe ¢ RifAdve
the second most negative
driver for their business in

China.
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CSR IN CHINA

ECONOMIC NETWORK IN CHINA
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Most respondents would
use economic networks to
develop their professional
and personal network.

Theservices most likely to
be used in the future have
been indicat
and support with specific
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The service that has been
used the most is smooth
visa procedure for
Chinese partners.
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ISO 26000 and OECD
guidelines are seldom part
of a
On the other hand there is
an increased attention for
CSR.

Furthermore, the majority
of respondents believe

n éat ESR compliance is

seen as an advantage for
clients and suppliers in
China.

companyo:



Definitions

A1S026000 is the internationalstandarddevelopedto help organizationseffectivelyassess
and addressthose social responsibilitiesthat are relevantand significantto their mission
and visionn operations and processes customers, employees, communities, other
stakeholdersand environmentalimpact

A OECDis an intergovernmentaleconomic organization with the taskto stimulateeconomic
progressand global trade. It is a forum of countriesdescribingthemselvesas committed
to democracy and the market economy, providing a platform to compare policy
experiences, seeking answers to common problems, identify good practices and
coordinatedomesticand internationalpoliciesof its members

A Economicslowdown,or the 6 n envo r mmdargsthe Chineseeconomy has entered
a new phase after its high-speed GDP growth. The government aims to stimulate
gualitativegrowth by refocusingthe economyon domesticconsumption
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Survey Demographics

Business Performance
Business Climate

Table Of ContentS Belt & Road Initiative

Onward Expectations

Economic Network in China

Corporate Social Responsibility

Closing Remarks



MOORE STEPHENS




" BenCham MOORE STEPHENS

Geography of the Respondents

0% 4
60%
50%
40%
66% .
30% . 4§ JiangswProvince
20%
10% // 0
000 690 Other Guan
’ Provinces Provi
Netherlands Belgium Luxembourg Other ‘

A In total, 93% of the respondentsare subsidiarieof Beneluxcompanies the remaining 7% have either strong relations
with the Beneluxmarketor have managementfrom Belgium,the Netherlandsor Luxembourg

A Similaraslasty e abusingsssurveymostlycompaniesfrom firsttier citiesin Chinahave taken part.
A Atotal of 396 of the respondentscome from other regionsthan Beijing,Shanghaiand GuangdongProvince
o0 Only20%ofo ot e o v i comsesfiom coastalregions,0 ot e 0 v | aneeverdy§preadacrossChina 11
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Entry modes in China

Other
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2016 2017
A 75% of the respondentshave entered Chinaviaa Wholly ForeignOwned Enterprise] WFOE)r via a JointVenture

A On average,the respondentshad 126 yearsof formal operationsin China

o Comparedto lasty e asur@ey,the averageyearsof formal operationsin Chinaincreasedby around 2.9 years
Thisis largelydue to additionalrespondentscomparedto lasty e asuriey 12
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Industry Sectors Represented

. 2018 24% . . .
Industrial Goods Wz p 570 ’ A Industrial Goods & Servicesindustry remain
Industrial Service:s . 2 well representedwith a total of 44%; thisis
Consumer Goods 20% largely in line with the resultsof lasty e ar 0
A7% businesssurvey
Materials T : . L
% 0 IndustrialGoods & Servicesare primarily
Consumer Service - 50 located in Tier 1 municipalities
Energy I 6% Respectivelp0% and 88%.
0
T A% A Consumer Goods & Servicesaccount for
0,
. i 26% of the total amount of respondents
Health Care I’ 50 _ N
S , A Compared to previous y e a rbssihess
Financials et 5% surveys, the respondents come from
Real Estate Bf)47 approximatelysimilarindustries

Utilities 8/'1%%
0% 5% 10% 15% 20% 25% 30% 35%

13
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Company Size

Size byrevenue(RMB) Size by employees Number of establishments in

In China China

40% 36% 40% 3504 60% - 9/%
35% 33%  33% 35% 0
S1% 50%
30% 27% 30%
0,
25% 25% 40%
20% 18]()(8% 16% 20% L4, 30%
0
15% 15% To% 0% 20% 18% 16%
10% —gop”? 79 10% .
10% 6% 5
5% E 5% O 0
0% 0% 0% -
Q X X X X o O ) 0 QO 1 2 3 4 5 or
&S QQ@\ 006‘\ 006‘\ o XC NN more
(.}-’b "\r ,\r /(,) <5 ,»Q <,)Q Q& 7
N © 7 S
SN
k¢ N

A Basedon revenuesand employees 2/3 of the respondentsare SMEsSn China
o Around 60% havearevenuesizefrom 1to 100million RMB 66% havelessthan 50 employeesin China

A 58% of most SMEsn Chinaare a part of large companieswith more than 100employeesworldwide.
14
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Markets Served & Business Model
Markets served

China 0 23%
Asia N E— 59% Business to Business_ 81%
Netherlands KGN 65%
Europe (excl Benelux ) cyL/ 66%
: i 17%
Belgium mEL7m 74% Busines to Consume'- °
Americas KL 77%
Luxembourg FEEZ 89% )
9 i Business to Governmentl 2%
Other ¥R 88%
0% 20% 40% 60% 80%  100% 0% 50% 100%

m Chosen by the respondents = Not chosen by respondents
A Chinais stillthe dominant marketserved only 23% of respondentsthat are operating in Chinaare not directly serving

the domesticmarket
81% of the total are into B2B transactions86% of the companiesfocusedon B2C are servingthe Chinesemarket

39% of the respondentsthat are solely focused on the Chinesemarket come from the Industrial Goods & Services
sectors For ConsumerGoodsé& Service27% of the respondentsare solelyfocusedon the Chinesemarket 15
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Major competitors

A The respondentshave indicated that both Chinese

Chinese Private Emerprise 35% and Foreign Invested enterprisesare mostly their
competitor, respectively65% and 60%.

o We have crosscompared that Tier 1

municipality/ cities like Beijing, Shanghai, and

Other Foreign-Invested Enterprise 40% Guangdong are fairly balanced between

Foreigninvested Enterprises and Chinese
PrivateEnterprisesas competitor.

A Sectorwith the most competitors

State-Owned Emerprise 80% 0 Chinese private enterprises 10® consumer
Services
0%  20%  40% 60% 80%  100% o Other foreign-investedenterprises 75% Health
Care

m Chosen by the respondents = Not chosen by the respondents . ) )
o Stateowned enterprises 10® Financials

Note: respondents chose more than one type of competitor.
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Business Activity

60% A Theresultsindicatethat ther e s p o nllgneds s &
63% activity in China mostly resembles that of their
parentc o mpa.ni es 0

Services

41%
42&) A It should be noted, however, than R&D activities

are more frequent at parentcompanylevel

Manufacturing

Trading 3%0% o0 Indicated that 1% more R&D activities take

place at the parent company,rather than at the

Chinesesubsidiar
rep M 21% y
36%

12%

0% 10%  20%  30%  40%  50%  60%  70%  Note respondentsan choosemore than one answer
B Business Activity in Ching: Business Activity by Parent Company
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Competitive Advantage

What makes you competitive in the Chinese market?

Where do you see your strongest advantages compared with Chinese companies?

A All types of sectors uniformly agree that their

Product Quality 76% 24%
Management 59% O p r o dquatityo is their strongest competitive
advantagein China
R&D 60%
72% of mpanies from IT & Telecom,
Safety Standards S 74% 0 o Of companies i
Healthcareand Financialdndustry also indicate
Larger network PN/ 79% the ability of their management team as
Pricing 88% important competitive advantage in China
Government relations 91% Since these businessesare mostly focused on
. roviding servicestheseresultsare plausible
Access to labour/ HR policie &k 96% A P _ 9 ' _ P
Access to subsidies - 0 Ot hnel_w_des answersprovided b_y respond_ents
as competitive advantage (a) their professional
Other aame serviceexperience,(b) knowledge and (c) language

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%100% skills thus, competenciesof staff

m Chosen by the respondents © Not chosen by the respondents
18
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Reasons for being active in China

Strategic motivations for being active in China

A The main motivation for being activein Chinais Presence in China for future - - .
related to the potential for future development development 62% 30 Loy
in China according to the respondents of the
businesssurvey(62%). Size of China's domestic marke 61% A 19%

A Further, in terms of the size of the domestic Demand from customers to operae i
market, 626 of the respondentsindicate this as China P 26%
an important reasonto be activein China

A For 45% of the respondents,meeting customer Low costs |l 22% 50%
demandsto operatein Chinais most significant

A (i) low costs and (ii) outsourcing have become Outsourcing 50%
lessinterestingfor Beneluxcompaniesin China
o Approximately50% indicate these are not Proximity to East-Asian market PR INNEC N 39%

significantreasonsto be activein Ching shift
from the past when low cost and

outsourcingwere main driversinto China B Significant ® Somewhat significant m Not significant
19
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