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| BUSINESS CLIMATE SURVEY DATA |

Business Climate Survey Data

very year, AmCham China surveys its members to gauge the economic and regula-

tory situation they face on the ground in China. As in previous years, the 14" annual

Business Climate Survey not only tracks year-on-year data to mark progress or decline,

but also adds new questions in an attempt to measure the impact of recent policies or
trends that members have raised in meetings throughout the year. This year, the Business Climate
Survey added new questions about the Internet and technology transfer in order to get a better
sense of anecdotal information we have received from member companies. All the responses help
AmCham China pursue our advocacy efforts with a clearer image of our members’ business envi-
ronment.

We send the Business Climate Survey to our members between November and December each year
in order to assess the year’s performance. This year, we had 390 responses from our members
in Beijing, and our chapters in Northeast China (Dalian), Tianjin, and Central China (Wuhan).
Reports from this year’s Survey indicate that AmCham China member companies still had good
revenue growth and profits, similar to the strong performance from last year. However, concerns
about economic slowdowns globally and in China rose to the levels surveyed during the financial
crisis. Additionally, member companies continue to face obstacles in the protection of their intel-
lectual property, obtaining licenses, attracting and retaining qualified employees, and managing
rising costs. The data from the Business Climate Survey informs our members, the US and Chinese
governments, and our own advocacy priorities going forward.

(BSHFEE) HiE

ExXER=FdaNsRTEOSHE, BHSHENSRIEPEMLNELTA

MG, STEF—F, 14 REE (FBSMEREY RMOHTSERHIBLR, =B

THATARE, MBS ZRAEETFSESWNPHMRELNHTR, BNBATEST
HBRDEBNERAMEMOFI0. SF, (BINREEY BT BUERMAIRARILSH
DR, SHEEBHEERZRZLWARRN-—LER. MIENXLEREHBINPEEEBH=ENER
S B=REWAAIESIAE, MERNTFRIRSHR.

BEN (BSHRBEEY =11 B2 12BENERAN, UMBETBEEFWS. SF, &
IMIER. /I (RF) |« RRAHED (BN SARRINAEEX NS 300 RRREW
BEERIR. SFHNEERSER, PEXEREZRREWEAZRRE TREBRANFDBK,
SEFHMBIRNFTF., A, NEFURPELTFTIZRMNENBMEL RN S ZREHBEEE
BIOKFE. I, SREWERDRTREP . KETFT. BESBATUREEIRABKES
BlLEmEZOR., BFAREEY SESWHNNEREW, = PREBELURERRFE
IRSEARIHEIE .
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Key Charts EEE*

What are your company’s primary goals and strategies in China? Select all that apply in order of importance.
U EE BRI SREEMHF

Company sample size: 2012 =321 2011=326 2010=274
Gl AR

66% [ Produce or source goods or services in
o China for the China market
58% TEARE = R RSRS, #EFETS
| 'mport into China
HAZEFRE
Produce or source g0ods or services in
China for the US market
L, RWERRRES. HEXETH
Other
Hity
(o)
4% 100, ., 13% 15% Produce or source goods or services in
8% 8% 89 10% 8% 9% 79 China for other (non-US/non-China)
° 3% markets
A XTSRS, REBRER.
R E SN TS
2010 2011 2012 1
The quality of China’s investment environmentis: Top business challenges.
FERRITERE DATERIEEREEY
Company sample size = 333 Company sample size: [l 2012=339 [] 2011=250
Al AR b AR
Management-level human - 43%
resources constraints 30%
BERATEZ
Improving Inconsistent regulatory
o u BE interpretation/ Unclear laws -37%
21% SRR B 7 B % R A 28%
Staying the same Non-management level 29%
RERE human resources constraints —200/
- FEEBRATEZ °
EDEe{ienoratmg Difficulty obtaining required licenses -26%
36% © RS VF o] E 21%
e 2%
B 22%
Bureaucracy 25%
rirsy [ 20 01
Intellectual property rights
MREARERGT 24%
National protectionism -23%
RIRPEX 20%
Difficulty enforcing 0,
. . contract terms _ 1 S;’
How does China rank in your company’s near-term global BRERPTERE °
investment plans? Local protectionism -g%
FEMFEEUITIISEISRTTR HATHES RGP EX 18% 4
Company sample size: [l 2012 =306 [7] 2011 =299
b AR

Number one priority 20%
Hrni [
Top-three priority 58%
A —
One among many 15%
IS IOTE )

REEERABZ—
Not a high priority 7%
FRAER 7%

| AmCham China | 2012 White Paper | 15
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| BUSINESS CLIMATE SURVEY DATA |

Key Charts EEEZ*

What do you think are the greatest risks facing your China
organization?
I EEEIEIIEEXGE

Company sample size: [l 2012 =321 [112011=337 2010 = 262
A RIE

Chinese economic 46%
slowdown 31%

o E &S KR BN 50%

Global economic 40%
slowdown 27%

SIRA TR M E 43%
Labor costs 39%
SR AAE N 23%
Increased Chinese 28%
protectionism 23%
RE R IP T X ER 23%
Labor shortages rw%
SRR 9%
Deterioration of 18%
Sino-US relations 20%
PEXRBL 9%

Increased bureaucracy 14%
wasrn [
RMB appreciation m
ARTHHE 17%

Do you feel that China is losing competitive advantages due to
rising costs?
FEEEHRTRARHEINMmERAERRME ?

Company sample size: 12012 = 298 [112011 = 340
A E

To a great degree F 13%
RREE 59%
T
EmiEE
73%
Not at all 1%
=
= 22%
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Economic and Company Performance 435 & JEAK /B FO2\ S 55

How would you characterize your company’s financial performance in China in 2011?
NE2011FEEYSRR

Company sample size: 2011 =303 2010=336 2009 =319 2008 = 338

DA FEA I
65% 65% 66% 67%
Very profitable
u BFEE
Profitable
6% u HHREF
6
22% ) 20%
1 8% (] %regk eveﬁr]Lsrlﬂall loss
o 13% o $F. BESH
° 9 ° Large loss
4% 6% 3% 3% 4% RRSH
2008 2009 2010 2011
7
What are your forecasted total annual China revenues for 2011? How do the overall 2011 operating margins of your China
V2011 EELL RN BOTIEA operations compare to those of 2010?
- EA20 1M FELEE EFiE52010F8 R
Company sample size = 305
Rk =
EUHARRR Company sample size = 294
AR
Less than US $1 million 9%
HF100HET - o Increased substantially _ 219%
o1
Between US $1 million SRR
and somilion [ G 22« Increased slight!
Between US $10 '
100075 Z490075 %5t :
Between US $50 million Decreased slightjy 15%
and sso0 mition N 1% wirs I "5
50005 EZ £
. Decreased substantially 0
Greatr t1an US 100 milon |1 zxrs I 6%
Bz 29% 10

How does the 2011 revenue of your China operations compare to
2010 results?

201 1FEREEWN 52010F48LLER

Company sample size = 308
el AR

Remained the s?gﬂg - 9%
Decreaseg% s%g_rllt/lél - %

Decreased substantially
viry Il 9
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Economic and Company Performance £3;5%% [ K F04\ SV 55

[0)
o
£
6 % How do the 2011 operating margins of your China operations compare to your company's worldwide operating margins?
7 E 20115 FERFER SH S BFIE=RIELR
N O
8 = Company sample size: 2012 =270 2011 =321 2010 =273 2009 = 240 2008 = 239
< O AR
S
m 37% 37%

32% Significantly lower

Y 30% 0% . 299, il e
28% 279% ;
(o)
23% 25% | slightly lower

AR T S ERADAER

18% 16% 16% 19% 18% Comparable
- 15% > ) 199 14%  14% 14% ¥
2% 9% 9% 29 Slightly higher
WS T £ RA %
Significantly higher
SEBTERFAE

2008 2009 2010 20M 2012 11

What is your forecast for 2012 China revenues compared to 2011?
201 25FEREEWRATEIS201 157480

Company sample size: 2012 = 305 2011 = 324 2010 = 288

Al EAHE
Down 11-20%
= 32% 33% W e 20%
Down 1-10%
27% = TRe1-10%
I Remain the same
HE
18% Up 1-109
u gﬂemog{)
Up 11-20%
8% gﬂeﬂ—zo%
9 Up 21-50%
1% 1% 2% 2% 3% gﬂezo—so%
Up over 50%
2010 2011 2012 K B1350%
12
How would you describe your two-year business outlook How much do you estimate your company will increase invest-
in China? ment in China operations for 2012?
AT E R R I R AT BAVST201 25T EIR AR I AYTRER
Company sample size = 333 Company sample size: 2012 = 287 2011 =281 2010 = 232
A HEAHIE Al REA IS
AR planned
P
B0 59 ’ m 0%
1 -
Neutral - . 2 . #K1-10%
i ’ 179 11-20%
Slightly pessimistic - 6% 12% 13% 14% ER11-20%
3 o
B 9% 21-50%
i < -
Pessimistic I 2% 6% 5% #421-50%
FS © over 50%
13 K BE50%
2010 2011 2012 14

18 | 2012 White Paper | AmCham China |
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Labor Costs and Human Resources

In the next year does your company plan to use China-generated

profits to fund investments in your business in China?
AEPFREURISEERENERRERATEEREA?

Are rising labor costs affecting your business operations?
THHB KA RARBHMEIIEE?

Company sample size = 328
A EAHIE

N/A or bon't know
THERMSE AT 7

15

Company sample size = 287
Al AR

17

How would you rate competition for your company’s products
and services in China in 2011 versus 2010?

520105548 , RAAMTIFN 20115 R ARS R BRI RS ESN

What effect will the implementation of the proposed social
insurance taxes on foreign employees in China have on your
business operations?

SRR A NEE R 2RISR IS EANE E ISR IR 28 ?

Company sample size = 303

b AR
59%
Increased
39% n greatly
2 1
239 5% 36% EEIEM
29% [ Increased
24% slightly
209 B& G0
1 No change
o i
3% o% e
° Decreased
T
From PRC From Foreign From Imports
Firms Firms kE#O> R
EERE kEMRDL 16

Company sample size = 321
Al RIS

| Positive effect
RIRF W
13% R

[ No effect on operations
SHEERE AN

Moderately negative
effect on operations
46% FHEE S — R AR
Severely negative impact
on operations

SHEE B A EH RN

18
How do the following human resources issues affect your
business operations in China?
THBXAD BRI EWAEREEF=EAIRNG
Company sample size:
el AR AR
2012 = 266 2011 =303
Increasing salary wage
expenses
BNt SE T i
Difficulty gttr?c_ting, diyﬁel(cjpitngff
WEl. FURMRBRETA/ Y SN 69%
PN
Difficulty attracting, developing,
and refaining managers
3|, FIFBEEEAREE
Cost of social benefits
HPSIEEIOT 0
Difficulty attracting, developing,
and retaining technical sta
W31, FIA B ERARA R EE
Difficulty firi |
e A T
[ Negative impact 71 Material damage
BRI KRMIRE 19
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| BUSINESS CLIMATE SURVEY DATA |

Labor Costs and Human Resources

FEHRESAN TR

Have you or your organization experienced any difficulties in
recruiting senior executive talent to work in China because of air
quality issues?

TUEFRAZESRENE, BREELTENSLEEAABRIEKE?

Have you found courts in China to provide equal treatment to
local and foreign parties when it comes to labor litigation?

BRI TUSE , EBI RIS NE S EART—RIZ?

Company sample size: 2012 =210 2011 =294 2010 =244

el A A HR
81% 76%
Yes
19% - =
[ No
2010 2011 2012

20

Company sample size = 88
Al AR IS

m o

No, courts favor
Chinese nationals
ﬁ%ﬁﬁmﬂ@
w

58%
No, courts favor
foreign firms

& EBiRE TN
A

23

Has your company found it more difficult to dismiss employees
since the adoption of the Employment Contract Law?

(GSahaRIE) A9SEHE  EEEMAERER TENNENME ?

Company sample size = 247
el A

21

This year what do you see as the trend in the number of labor
litigation cases brought to court?

IS EFSE T BRI EE B AT

Company sample size = 138
Al RIS

. Increase
B

Decrease
D

Remain the same
#E

22
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Industrial Policy, Tech Transfer, and Licensing W E#, HA#ZBSiFo

Do you feel that your company is losing out on business in China
as a result of industrial policies that promote and support
Chinese companies over foreigh companies?
EESANHTEHHSFEA T WS FIMENF BRI A TS
WEHBSIR ?

Company sample size = 303
A HEARHIE

m e

No, we are not
impacted by such
industrial policies
a, BRRAZUL™
R:§ A0

No, we benefit
from China's
industrial policies
AL A48
KPR

60%

24

In your experience, forced technology transfer in China is:
EEER , EEMERARRELHFERIRR S ?

Company sample size = 301
el AR IR

| Increasing
et

[ Staying the same
45% e

Decreasing
U

N/A or bon't know
TMR M ARERE

26

At times, China has forced technology or knowledge transfers
from foreign companies in exchange for market access. Are the
effects of such practices negatively impacting your company or
clients' assessment of the business environment in China?
FEBR LR HIHEN IR EIMEHITINIRER AL, ZMEREY
Bl aiE PR RE ENERNE R BRI ?

How important is the obtaining of licenses to your business (i.e.,

for the addition of new branches, retail outlets, products, or lines

of service)?

g?ﬁ#ﬁﬂﬁﬁiﬁéﬁﬂ’ﬂiﬁﬁ (MFHEDTNG |, RIZFENR. PR
¥FET )

Company sample size = 297
el AR

67%

25

Company sample size = 254
A AR

Not important
u TEZE

Important
X3

40%

Critically important
47% E?&EEY ’

27

How are the relevant licenses in your industry applied?
BV FRE AR AT RIS SR

Company sample size: [l 2012 = 175 [7] 2011 =248
DA EEAR A

Foreign companies cannot be awarded 34%
the same licenses as Chinese companies o
SN R BERRG 5 R E b AR T 29%

Foreign companies can be awarded the

same licenses as Chinese companies, o
but the approval is more complicated, 32%
lacks transparency and takes longer 299
MR RS R B EREL L EFMNTT, B 0

HARFRER. ERERZE, HERK

Licenses are equally awarded, but 12%
enforcement varies and lacks transparency l °

WERF—MEC, BERTLFEERE 13%
ERAFARE
Licenses are granted equally between 22%
foreign and Chinese companies o
WIFETHREL LAY —AREEC 29%

28
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| BUSINESS CLIMATE SURVEY DATA |

Intellectual Property Rights 415 == 4%

How has awarding of licenses changed in your industry in the
past couple of years?

EENEFRW AR TWREIF TR ER

Company sample size = 178
A EAHE

Licensing

u procedures are
more difficult
VFEIEFE e 5 00 8 B

Licensing
rocedures are

less difficult

YrElERRFR A

49%

No change
BEENK

29

How important is the protection of intellectual property rights
(IPR) to your business?

FHAFRURIPSI R R FRAVEE N

Company sample size = 277
el AR

Not important
u rEE

Important

31%

Critically important
EXEE

55%

31

How do licensing requirements impact your business? Check all
that apply.

I ER 2 ERIRN

Company sample size = 152
el AR

Slows our expansion and
investment in China
RESVAEDENT RERARE

Puts us at a competitive disadvantage to
domestic competition
BERGYLE, LFFEEHE

Slows our hiring in China
RZETE P EIRIEA RAGHEE

I 65
I 52
B 25%

B 6%

B 23%

Limits our ability to import
products from the US to China
PR 1 M35 [ 1o) R Bt A 7= @ Y RE D

Limits our profit growth and ability to
repatriate profits to the US
BR&IF KA B B EF RS

30
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How would you rate China’s enforcement of IPR?
BRI REBRF R AR =T IR0

Company sample size: 2012 =200 2011 =251 2010 = 146
el AR IR

63% 64%
55%
[ Totally ineffective
30% TETH
26%
» 21% I Ineffective
0 2
1% 15%! 15 T
Effective or
Very Effective
2010 2011 2012 RAERAL
32
In the last year, China’s enforcement of IPR has:
EEHERRFRAHES R
Company sample size: 2012 = 152 2011 = 149 2010 = 148 2009 = 131
AL HEARE
59%
0,
47%28% 470 29% u
36% 34
[ ] Improved
BRrRE
2%
Stayed the
5% 4% 7% M same
BEZK
Deteriorated
2009 2010 2011 2012 B
33
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What is the extent of damage caused by China-originating IPR
infringements of your company’s products?

BT PERRIRF AR T A Al P RIS R ETEE

Please rank the following in terms of their importance with
regard to protecting your company's intellectual property.

HIRADAR AP AS I ER S

Company sample size = 144
AR

| No or minimal impact
e REZWHR/NF
Causes material damage to
China operations
MEEEEERERMERE

34%

Causes material damage to
global operations
MEKEEBRERERE

34

If you have taken administrative action, how satisfied were you
with the level of cooperation from the relevant Chinese
officials?
BIBISTEIRAT HERUT AR FEBFFEXE RS EERNHEERE

Company sample size = 215
el AR

Copyrights
ARAX
Company name protection

A S RIRR

Trademarks

AR

Trade secrets

Rz %

Invention patents
RIFEF

Design patents

BRIt EF

Technology transfer rules
BARFEIEHN

Other IPR laws and rights
HEMRFBCEREN
China's innovation policies
R E Y BIHTBUR

Utility model patents
ERMEER

Trade dress protection
B SNRARIP

I 5o
. s
P 500
I 7%
.
[ e
N 34%
I 5o
I 9%

I 9%

L A
37

Company sample size: [l 2012 = 154 [ 2011 =184
Dl R AL

Very satisfied 8%
FHEE
2%

Somewhat satisfied 9
48%
Somewhat dissatisfied 30%
Aeiras [y 1

Very dissatisfied 9%
FERHRE
6%

35

If you have brought any infringements to court, were you

satisfied with the level of cooperation from the Chinese courts?

DAEERAT R SRR E AR S FE R

Company sample size: [l 2012= 131 [ 2011=70
A HEAHIE
Very satisfied 9%
FuEE 2%

Somewhat satisfied - 54%
KL= 20%
Somewhat dissatisfied m)
RiF LR 38%
Very dissatisfied 8%
FEETHR h 18%

36
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| BUSINESS CLIMATE SURVEY DATA |

Internet and Cyber Security T ER5SMELS

Does slow or unstable Internet access impede your ability to
efficiently conduct business in China?

EENRIEEES A R A RHER I EREERE

In your experience, the risk of a data breach to your China
operations is:

BINA R B E E R EZ R IBEAEINE 7

Company sample size = 301
fl A AR

38

Company sample size = 201
fel A AR

| Increasing
RHTHE N

Decreasing
57% TR
Staying the same
REFRE

41

To what degree does Internet censorship impact your company's
ability to conduct business normally in China?

MEEEX W IERIEEFERIN0

Does your company trust cloud computing in China?
BV ERREHFENSITERA ?

Company sample size = 299
el AR

I Severe negative impact

Company sample size = 134
fel A AR

P Q9 = i Yes
2% FERELN 21% me
Somewhat negative impact
HLEREZNE %o
32% .
58% No%lru%pact Don't trust cloud
° ; 56% computing anywhere
Benefits my company giﬁfg%a&ﬁmﬁm
E/S
39 42
How does the cyber security environment in China compare Is your company shifting resources or services to the cloud?
with that of other countries? S EEFHEHH A ERRE ?
FERMELZSTESHEHEEZRE
Company sample size = 232
Company sample size = 319 AR
kA
Worse
= I -
. Yes
i No
‘Z:li
e [ a% 69%
N/A or Don't know 0,
40

| 2012 White Paper | AmCham China |

43




| (BEIFEFE) HUE |

Other Charts of Interest R fh#gxEF*

Do you support Chinese investment in the US?
EBAXSREEEERE

Company sample size = 333
el FE AR

Yes
" X

No

FxHF

Indifferent
EEIIN

44

Have your intentions changed in regards to M&A in China as a
result?
EAFHEALEIEETREERE ?

Have you pursued any mergers or acquisitions (M&A) in China in
the last two years?

A ES ERFEPREH IR LR ?

Company sample size = 234
Al RS

s

71%

45

In comparison to previous years, pursuing M&A in China is:
FRIJLEARLL , FEEHBALEWAIRR ?

Company sample size = 116
Al REA IS

Yo e (I
The same
wrz N 0%

Less difficult 99
wags
46

Company sample size = 44
Al AR IS

m s

73% No

47
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| BUSINESS CLIMATE SURVEY DATA |

Survey Profile FifZERXKIER

As the survey respondent, please tell us about your position in
your company.

EERIRARKIERS

Which of the following categories best describes your main
line of business in China?

Company sample size = 387

i = ]

| Senior-level country manager
(CEO, VP, GM, Managing Director)
BEEEAR (HEROE. 88
H. RRE WEIZE)

Director of government relations
or public relations department
B XRAIAHXARE

Director/functional leader of
other department (HR Director,
Finance Director, Sales Director,
COO, etc)

BB/ ARAN (ANFRBLE,
g?&%ﬁ HESKL HREEE

Other
HAth

48

W FERFESS T
Company sample size: [l 2012 = 390 [ 2011 =388
Dl R A
Services 42%
R 34%

Manufacturing
s

—

23%

f—,
23%

Other (NGO, Nonprofit, etc.)

Hit (FEBFAR. FEFNG)
High-tech - 11%
[STaEs T2 10%
Information technology and 9%
information services
FERRRELRSL 7%

Retail, distrubution, and logistics [l 2%
=6 HEERBEL | ] 3%

51

How long has your company had a physical presence in China?
VP FERESEURREIT Z AR ?

Company sample size = 384
A HEAHIE

Less than 2 years 9
55 W

From 2 to 5 years
s (I 6%
Fomsto9cers N 20%
om0 sz I

More than 20 years
oo N 9%
49

Where does your company have a legal presence? Please check
all that apply.

ATELATEBLEI 527 7 SIESLR ? SRATAIEA

Company sample size = 384
AL EAHE

ceiine | ©7

iy
Srenee) I 43
+ig 8%

Guangzhou/Shenzhen/

Guangdong [ 26%

IM/R/ TR

Other inland/northeastern 199,
provinces (e.g. Sichuan, Shanxi) [ 19%
HAb AR/ FRIEHX (0. @I, W)

Tianjin
g 7%
Other Yangtze River Delta
(e.g suzhou, wuxi) [ 15%
Hft k=X (0. HM, £5)
Central China (e.g. Henan, Hubei,
Hunan, Jiangx) [ 14%
i X (0. SR, At . SIA)

Central coastal (e.g. Dalian,

Qingdao) [ 14%

HtRgHX (. KE, F8) 50

Which of the following legal entities does your company have
in China? Please check all that apply.

AR SRR ? SRR EERT

Company sample size: [l 2012 = 384 [ 2011 =432

AV A
Wholly foreign-owned enterprise 66%
SMRTIR A A 63%
0
Representative office -293/30/
=10 °
25%
Joint venture 27%
BREW
22%
Regional/branch office - 25%
RENAZE/ AT 15%
Regional headc'qzuar;egﬁ 14%
0y
R&D center 1124{30/
FRF °
Holding compan: 7%
B A 7%
Management comany m 6%
R EEAT 0%
Other 4%
e ooy
Global headquarters I 2%
2REB 1 2%
Foreign-invested company
iimited by shares k1%,
SR AL ° 52
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Would you identify your company as a small- or medium-sized
enterprise (no more than 300 employees)?

RAREEEX AN ( ERAKAEITI00A)

Company sample size = 390
el FE AR

m e

No - We are a large
company
B/, AKREAW

No - We are not a
company/enterprise
SN E | /N V251K 2]

51%

53

How many employees does your company have in China
(including subsidiaries and joint ventures)?

EIFELERRAS (BEFLAREREENT )

Company sample size = 380
A HEARHIE

reservess: I
51t0 100 employees
si-io0n N 9%
101 to 500 employees
o500 [ 25%
501 to 2000 employees
sorzo00 | 17%

54
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