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Introduction

APF survey supported by CCBC +
Survey period: August - October, 2010
Number of selected companies: 600 +
Number of respondents: 95

Response rate: 16%

Feature of surveyed companies:
Canadian firms that have done
business in mainland China




A Report Card: Letter Grades

Satisfaction Satisfaction Satisfaction
Profitability with Current  with Business  with Overall
Profit Level Potential Business
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Canadian Firms Make Money in China...

Foreign Companies That Are Profitable in China

German
(N=187) 80%

Canadian
(N=90)

American
(N=388) 65%
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... Record of Effort

Year of Legal

Location Sector

Presence Structure Priority Motive
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Canadian firms entered earlier, but...

Year of Presence in China

26%

259, M Less than 2
years

M2 -4 vyears

M 5-6years

11% 11% M 7-10vyears

M11- 15 years

M Morethan 15
years

Canada (N=54 of 95) Germany (N=259 of 273)
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.centrated in Shanghai and Beijing...
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... strong In services;

Sectors of Canadian Company's Activities in China

67.0%

2.1%

Agriculture Manufacturing Services Resources and Other
Mining

N=94 of 95; Multiple responses
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...\WWOFE Is most common;

Legal Structure

Wholly foreign-owned enterprise _ 38.5%

Representative office NN 27.7%
Joint venture NN 18.5%
Other NN 13.8%

Regional headquarters [N 138%
Regional/branch office |IEG—_—__ 5.2%

Global headquarters [N 9.2%

Research & development centre Il 3.1%

Holding company F 3.1%
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... Sélling into China is top priority;

Priority of Canadian Business Strategy in China

B Not a Priority  ® Among Top 5 Priorities  ® Top Priority

i-- Selling into China (2.31)
._- Building partnerships with Chinese firms (2.30)
--. Attracting investment from China (1.82)

Investing in China (1.81)

Outsourcing to China (1.62)

Buying from China (1.66)

List ranked by response of Top Priority; Mean reported in parentheses. N=94 of 95
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...motivated by market potential

Motives of Canadian Business Entering into China

m Not Important m Somewhat Important = Very Important

China's impressive growth rate (2.70)

China's huge market (2.65)

Following key customers (2.20)

China as a platform to serve markets other than Canada (1.99)

China as a platform to serve the Canadian market (1.94)

China's low labour/production cost (1.90)

Following key competitors (1.90)

List ranked by response of Very Important; Mean reported in parentheses. N=93 of 95
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Starting a
business

Living
environment for Rule of law
\Canadian expats |

Products and
services

Communications

]

Infrastructure Labour force
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Competition and
market Finance
conditions
\ International
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f law and pollution are major constraints!

Top Five Business Constraints

m No Problem m Problem m Major Problem

-
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Note: Mean reported in parentheses (scale 1-3)

Inconsistent regulatory interpretation (2.23)

Pollution/air quality (2.22)

Bureaucracy (2.17)

Enforcing contracts (2.04)

Transparency (2.14)
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Canadian firms have distinct concerns...

1. Inconsistent regulatory
interpretation

2. Pollution/air quality
3. Bureaucracy
4. Enforcing contracts

5. Transparency

1. Inconsistent regulatory
interpretation

2. Management-level human
resource constrains

3. Obtaining required licenses
4. National protectionism
5. Bureaucracy

1. Protection of intellectual
property rights

2. Availability of qualified
human resources

3. Legal security & compliance
with business terms

4. Bureaucracy & authorities

5. Corruption
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Canadian
businesses
in China
perform
better than
commonly-
held
perceptions

Conclusion

Canadian
firms have
special
concerns in
the Chinese
market
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‘Canada

and China
should
work
together to
remove
barriers
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