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A\CEIBS

2021 CEIBS Research Report on the Global Expansion of
CEIBS EMBA Students’ Companies

Zhu Tian  Zhang Hua  Li Mingjun  Pi Xin

Introduction

The world is currently undergoing profound changes, characterized by a growing
trend towards multi-polarity and economic globalization. As China moves closer to the
center of the world stage, Chinese companies have stepped up efforts to “go global”,
giving powerful impetus to economic development both in China and overseas.
However, the Covid-19 pandemic has cast doubt on global economic prospects, with
some countries experiencing a rise in unilateralism and anti-globalization sentiment.
China, meanwhile, has reaffirmed its commitment to openness and inclusiveness. The
combination of these factors means that Chinese companies can expect to encounter
both opportunities and challenges when expanding overseas.

In order to better understand the global expansion of Chinese companies and
improve research and teaching in this field, China and the World Area of the China
Europe International Business School (CEIBS) conducted an online survey among the
school’s EMBA students and produced this research report. Many characteristics of the
companies surveyed such as ownership types and industries are similar to those in the
national economic census. Our research can therefore provide insights into the efforts
of Chinese companies to expand their presence overseas, as well as the opportunities
and challenges they face. At the same time, our research also highlights the importance
of international politics and the global economic governance system in management
education.

Key research findings:

(1) The companies surveyed are accelerating efforts to expand overseas. Two-
thirds of the companies surveyed engage in overseas business activities, such as
importing/exporting products and services, establishing overseas branch offices,
serving as OEMs/ODMs, and engaging in cross-border e-commerce. The majority of
the companies surveyed engage in overseas investment and financing activities (e.g.,
via M&As and IPOs). Approximately 14% reported that more than half of their 2020
revenue was earned from outside China. This indicates that China is continuing to open
up its economy, and that Chinese companies are becoming increasingly global.

(2) The companies surveyed have an extensive global presence. 74.7% of the
surveyed companies have a presence in Asia, while 58.5% and 57.2% have made
inroads into Europe and North America. In addition, a double-digit percentage have
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operations in South America/Oceania/Africa. This demonstrates that companies are
primarily focused on the Asian market, but also have a presence in other parts of the
world.

(3) Chinese companies are paying greater attention to geopolitical issues. In
recent years, China has concluded multiple regional trade agreements. Over 20% of
respondents reported paying attention to provisions on tariffs, market access,
intellectual property, investment, competition and dispute resolution mechanisms, and
SOE/government subsidies. 86.2% followed developments on China-U.S. relations,
and 48.2% paid attention to China-Europe relations. More than a quarter monitored
developments in Northeast Asia and Southeast Asia. This demonstrates companies’
increasing awareness of the challenges associated with geopolitical issues.

(4) Globalization presents both opportunities and challenges for Chinese
companies. On the one hand, the companies surveyed face many challenges when
navigating the international market: Nearly a third of the surveyed companies reported
that their sales channels or raw materials were under the control of an overseas
organization, 21% did not have their own brand, and 51% were concerned about future
skills shortages; in addition, Covid-19 and geopolitical issues have also led to greater
uncertainty. On the other hand, more than half of companies believe that globalization
is inevitable, and that expanding into overseas markets is essential — 35.5% of those
without international operations were planning to expand overseas in the next few years.
The research also revealed the ability of the companies surveyed to withstand the
impact of the Covid-19 pandemic: 21.4% reported that their overseas revenue remained
roughly the same, while 17.7% reported an upward trajectory; a further 12.4% of
companies saw an increase in foreign investment. We therefore believe that China’s
economic momentum will remain strong, and that Chinese companies will continue to
expand their presence overseas, despite the many challenges that they face.

I. Sample Overview

The research team surveyed approximately 2,400 CEIBS students from the 2018,
2019, 2020, and 2021 (spring) EMBA cohorts. 1,046 students completed the
questionnaire, corresponding to a response rate of 43.5%. A depiction of the survey
sample:

21. Title
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m CEO/General Manager/Shareholder/Partner/Chief

Representative 538(51.4%)

m Vice President/Deputy General
Manager/Director/Assistant to the General Manager

mHead of Marketing/Sales

336(32.1%)

49(4.7%)
m Head of Finance 40(3.8%)

m Head of Manufacturing/

) ety . 20(1.9%)
Operations/Logistics/Engineering

w Head of Research and Development 18(1.7%)
Head of Human Resources 15(1.4%)

Project Leader 11(1.1%)

Other 19(1.8%)

N=1,046

The average age of CEIBS EMBA students is 40. Over 80% are senior executives,
with each student having an average of 16 years of work experience and 12 years of
management experience. The characteristics of the sample group coincide neatly with
the EMBA student profile. As senior executives have an in-depth understanding of their
companies’ operations and overseas business, we decided to focus on this group of
individuals.

22. Type of company

m Private Chinese enterprise 858(82%)

B Wholly foreign-owned 76(7.3%)

enterprise (WFOE) in China
N State-owned enterprise 56(5.4%)

(SOE) of China

Smo-foreign equity joint 36(3.4%)

venture (EJV)

Other 20(1.9%)

o 100 200 300 400 500 600 700 800 900 1000

N=1,046

According to the results of the Fourth National Economic Census released by
National Bureau of Statistics (NBS) in 2019, there were 18.57 million corporate
enterprises nationwide at the end of 2018, of which 15.61 million (84.1%) were private
enterprises and 242,000 (1.3%) were state-controlled enterprises. Among our
respondents, 82% were from private enterprises, and 5.4% worked for SOEs. The
survey sample is therefore representative of Chinese companies in general.

23. Industry
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Information transfer, software, and IT services
Finance

Wholesale and retail trade

Real estate

Culture, sports, and entertamment

Scientific research and technical services
Construction

Transportation, storage, and postal services
Education

Healthcare and social work

Rental and leasing, and business services

Agriculture, forestry, animal lmsbandry and fishery

Water resources, environment_ and public facilities management

Accommodation and catering services

Production and supply of electricity, heat, gas, and water

Mining

Public administration. social security, and social organizations

The above chart shows the industries of the companies in this survey and the Fourth
National Economic Census. Each company was assigned to an industry based on the
Industrial Classification for National Economic Activities (GB/T 4754-2017) issued by
the NBS. As shown in the graph, a considerable proportion of the companies surveyed
were in manufacturing; companies in the secondary sector (i.e. manufacturing, mining,
construction, and production and supply of electricity, heat, gas and water) accounted
for 36.1%, higher than in the National Economic Census (22%). The percentage of
companies in the information transfer, software, and 1T services sector was significantly
higher than the national average, whereas companies in the wholesale/retail trade and
rental/leasing and business services sectors accounted for a significantly lower
proportion than the national average.

24. Company size
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Headcount

Revenue (RMB)

m:10 billion 200(20%) =>10000

172(16.4%)
® ] billion-10

260(24.9%)
billion

270(25.8%) = 1000-10000

= 100 million-1

00 152(14.5%)
billion

390(37.3%) u500-1000

10 million-100
million

146(14%) 291(27.8%)

100-500

<10 million 31(3%) 171(16.3%)

=100

N=1,046

According to the Fourth National Economic Census, 18.07 million (or 99.8%)
corporate enterprises were micro-, small- and medium-sized enterprises at the end of
2018. Company size is determined primarily by revenue and headcount, as stated in the
Statistical Classification Standards for Large/Medium/Small/Macro-Sized Enterprises
(2017) issued by the NBS. Although classification standards vary depending on the
industry, large enterprises are usually defined as generating an annual revenue of RMB
100 million to RMB 1 billion, and employ 300-1,000 staff. According to these
standards, the proportion of large companies in the survey sample is substantially higher
than the national average. This is not surprising, as the companies surveyed are
managed by EMBA students. The research findings can therefore offer an insight into
the global outreach of China’s industry-leading companies.

I1. International Business

25. 2020 revenue from overseas business

0% (100% of revenue is
earned m China) 383(36.6%)

<20% 399(38.1%)

B 20%-50% 122(11.7%)

u50%-70% 38(3.6%)

"> 70% 104(9.9%)

N=1,046

Judging from the questionnaire responses, an overwhelming majority (75%) of the
companies surveyed generated most of their revenue from domestic business, with
overseas revenue accounting for less than a fifth of total revenue. However, nearly 14%
reported that more than half of their 2020 revenue came from outside China. The
Proposals for the Formulation of the 14th Five-Year Plan (2021-2025) for National
Economic and Social Development and the Long-Range Objectives Through the Year
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2035 issued by the CPC Central Committee state that China will “foster a new
development paradigm with the domestic market as the mainstay and domestic and
international markets reinforcing each other”. Responses to Q5 indicate that Chinese
companies are already putting this strategy into practice by focusing on the domestic
market at the same time as expanding their presence overseas.

26. Overseas business activities

m Export of products or services 428(40.9%)

m Import of products or services 285(27.2%)

m Overseas subsidiary/factory/joint venture (or
R&D/production/sales unit)

u OEM/ODM for foreign brands

270(25.8%)
111(10.6%)
B Cross-border e-commerce 80(7.6%)
m Contracted project or labor service agreement 48(4.6%)
Overseas campus 34(3.3%)
None of the above 354(33.8%)

Other 9(0.9%)

N=1,046

Two thirds of the companies surveyed engaged in overseas business activities,
especially the import/export of products and services.

27. Overseas investment and financing activities

m Acquire/merge with/buy a stake in an overseas company|
192(18.4%)

m Recipient of foreign investment
175(16.7%)

m IPO on an overseas stock exchange 121(11.6%)

m Overseas direct investments (excluding
acquiring/merging with/buying a stake in an overseas
company)

m Obtain loans or debt financing from an overseas bank

92(8.8%)
72(6.9%)

Invest in overseas stock markets (e.g. buy overseas- 69(6.6%)

listed stocks and securities)

None of the above 516(49.3%)

Other

N=1,046

Around 50% of the companies surveyed engaged in overseas investment and
financing activities, and had an extensive presence in overseas capital markets.

28. Cross-border talent program
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EHire foreign or HMT talent 487(46.6%)

m Send Chinese employees 265(25.3%)
abroad

m Send employees abroad for
training

201(19.2%)
None of the above 407(38.9%)

Other 33(3.2%)

N=1,046
Around 60% of the companies surveyed had a cross-border talent program.
Overall, the responses to Q5-8 reveal that a majority of the students’ companies

had a strong international presence in terms of production, trade, capital, and talent.

29. Overseas presence

u Asia 495(74.7%)

B Europe 388(58.5%)

m North America 379(57.2%)

® South America 171(25.8%)

Oceama 121(18.3%)

Afica 113(17%)

0 100 200 300 400 500 600

N=663 (The 383 respondents who chose “100% of revenue is earned in China” in Q5 skipped this question.)

The responses to Q9 are consistent with a survey of Chinese companies conducted
by the General Administration of Customs (GACC) in 2020, and illustrate the extensive
presence of Chinese companies worldwide.

Assignificant majority of the companies surveyed (74.7%) had a presence in Asia.
According to statistics from the GACC, China’s foreign trade volume reached US$ 4.65
trillion in 2020 (US$ 2.59 trillion in exports, and US$2.06 trillion in imports), of which
Asia accounted for 51.4% (US$2.39 trillion). In the same year, the Association of
Southeast Asian Nations (ASEAN) overtook the European Union (EU) to become
China’s biggest trading partner. This can be attributed to the longstanding friendly
relations between China and ASEAN, the effective measures taken by Southeast Asian
countries to fight Covid-19 and restart the economy, and the successful conclusion of
the Regional Comprehensive Economic Partnership (RCEP), a free trade agreement
between a number of Asia-Pacific nations.

Among the companies surveyed, slightly more had a presence in Europe than
North America. This is consistent with China’s foreign trade figures from 2020: China’s

19



exports to Europe and North America were worth US$535.9 billion and US$493.9
billion respectively, representing 20.7% and 19% of the country’s total foreign trade,
while imports from Europe totaled US$372.56 billion, 2.36 times the volume of imports
from North America (US$157.57 billion). The U.S. is China’s biggest trading partner
in North America. China’s large trade surplus with the U.S. is not simply due to
differences in the domestic savings rate and structural differences between the two
countries’ economies, but also the result of the U.S. imposing trade barriers on China’s
exports.

30. Key resources controlled by overseas organizations

m Sales channels and

marketing 191(28.8%)

m Upstream produects or raw

o
materials 190(28.7%)

m Brand rights 141(21.3%)

m The right to set
rules/standards

m Core technologies

118(17.8%)
109(16.4%)

Key equipment 84(12.7%)

None of the above 190(28.7%)

Other 8(1.2%)

0 50 100 150 200 250

N=663 (The 383 respondents who chose “100% of revenue is earned in China” in Q5 skipped this question.)

Many observers have long held that a lack of core technologies is the greatest
impediment to China’s economic growth. Proprietary core technologies are
undoubtedly of vital significance to companies in cutting-edge industries and emerging
industries of strategic importance, and companies must have a greater sense of mission
and urgency about making technological breakthroughs. However, our findings suggest
that core technologies are not the only factor which gives foreign companies dominance
over their Chinese counterparts. Marketing, the upstream supply chain, proprietary
brands, and the authority to set standards are as important as, if not more important than,
core technologies. Chinese companies should therefore adopt a multi-pronged approach
to increasing their competitiveness and achieving global success.

31. Major drivers behind overseas expansion

u To generate profits from selling
products/services abroad

B To get closer to a key market/tap into a new
market

u To optimize the supply chain

422(63.7%)

267(40.3%)

111(16.7%)

m To obtain core resources such as technologies,
brands, and channels

u In response to international trade rules, e.g.
tanff policies
To benefit from favorable policies or
intergovernmental cooperation
In response to geopolitical factors

85(12.8%)
38(5.7%)
28(4.2%)
12(1.8%)

Other 29(4.4%)
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N=663 (The 383 respondents who chose “100% of revenue comes from China” in Q5 skipped this question.)
One of the most common ways for the companies surveyed to expand
internationally is to export their products and services overseas. This was also the case

for most of the companies surveyed.

32. Major domestic competitors

m Private Chinese enterprises 841(80.4%)
4%,

m Chinese SOEs 281(26.9%)

mForeign- or HMT-invested enterprises registered in 207(19.8%)

China

88(8.4%)

Foreign enterprises not registered in China

N=1,046

80% of the companies surveyed regarded private Chinese enterprises as their major
rivals, mirroring the dynamism of the Chinese private sector. According to President Xi
Jinping, the private sector should become stronger and expand its presence in order to
help China achieve its goal of building a moderately prosperous society. This year,
China’s Ministry of Industry and Information Technology (MIIT) disclosed that non-
public companies, which constitute 90% of all companies in the Chinese economy;,
account for over 50% of tax revenue, 60% of GDP, 70% of technological innovation,
and 80% of urban employment. Since the outbreak of the Covid-19 pandemic, private
Chinese enterprises have played a crucial role in containing the virus and ensuring a
successful economic recovery, as well as contributing to China’s booming foreign trade.

33. Change in domestic pressure from foreign competitors in recent years

mNo obvious change 113(39.6%)
6%

81(28.4%)

m Decreasing

66(23.2%)

= Increasing

25(8 8%)

Hard to say

0 20 40 60 80 100 120

N=285 (The 285 respondents who chose ‘foreign- or HMT-invested enterprises registered in China” or “foreign

enterprises not registered in China” in Q12 answered this question.)
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In Q12, 285 respondents considered “foreign- or HMT-invested enterprises
registered in China” or “foreign enterpriseS not registered in China” as their major
competitors in the domestic market. In Q13, most of these companies (58%) reported
that pressure from foreign competitors was unchanged or decreasing; only 23.2%
claimed that they were facing increasing pressure. This suggests that Chinese
companies are becoming increasingly competitive compared to their overseas
counterparts; more broadly, it signifies a more advanced economy.

34. Impact of Covid-19 on overseas revenue and inward/outward investment

Overseas Revenue

Increasing 185(17.7%)

= Almost the same 224(21 4%)
265(25.3%)

= Decreasing

u No overseas revenue 372(35.6%)

0 100 200 300 400

Your Company’s Overseas Investments Foreign Investment in Your Company

Increasing Increasing

103(9.8%) 130(12.4%)

= Almost the same 261(25%) ¥ Almost the same 208(19.9%)

m Decreasing 140(13.4%) m Decreasing 59(5.6%)

mNo overseas
investment

542(51.8%) 649(62%)

m No foreign
investment

N=1,046

The Covid-19 pandemic dealt a major blow to the global economy. However, as
the first country to bring the pandemic under control and regain its economic
momentum, China has helped to stimulate the world’s economic recovery. This is
demonstrated by the responses to Q14: 21.4% of the companies surveyed reported that
their overseas revenue remained steady, and 17.7% even saw an increase, while only
25.3% reported a decline. Chinese companies have therefore been remarkably resilient
in the face of the ongoing pandemic and the resulting economic impact.

Data on inward and outward investments also suggests that global investors are
generally optimistic about the Chinese economy post pandemic. When asked whether
outward investments were increasing or decreasing, more companies chose “decreasing”
(13.4% vs. 9.8%). However, when asked about inward investments, significantly more
companies chose “increasing” (12.4% vs. 5.6%), indicating that an increasing amount
of capital is flowing into China in the aftermath of the pandemic. This conclusion is
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also consistent with macroeconomic data: in 2020, foreign direct investment (FDI) into
China amounted to US$144.37 billion, surpassing outward direct investment
(US$132.94 billion) for the first time in seven years. Against the backdrop of a global
slump in FDI, China managed to buck the trend, becoming the world’s largest recipient
of FDI for the first time.

I11. Regional Trade Agreements and International Business
Landscape
35. Important provisions in recent regional trade agreements

m Tariffs 492(47%)

m Market access 375(35.9%)

m Circulation of commodities

and human capit: 364(34.8%)

m Intellectual property 345(33%)
m [nvestment rules 265(25.3%)

m Techmical/Quality standards 238(22.8%)

" Fevolbiion mechaions 270.75)

w SOE and government

- ar 201(19.2%)
subsidies

Environmental protection 189(18.1%)
standards
Workers' rights and interests 86(8.2%)
None of the above 88(8.4%)
Others 10(1%)
0 100 200 300 400 500 600
N=1,046

The companies surveyed paid particular attention to tariffs, market access,
circulation of commodities and human capital, and intellectual property.

36. Important international relations

@ China-U.S_ relations
902(86.2%)

u China-Europe relations 504(48.2%)

u The situation in Northeast Asia,
relations between China, Japan and
South Korea

m The situation in Southeast Asia

302(28.9%)
271(25 9%)

u Relations between the U.S. and 178(17%)

other countries
None of the above 21(2%)

14(1.3%
Other {1.3%)

N=1,046
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Based on the responses to Q9, the companies surveyed had the strongest presence
in Asia, followed by Europe. However, when asked about international relations, the
U.S.-China relationship was of greatest concern (86.2% of companies expressed
concern). This suggests that relations between the U.S. and China are of global
significance, and exert an influence on the global economy and international business
landscape. According to remarks by Chinese President Xi Jinping during a call with
U.S. President Biden, “Whether China and the U.S. can properly handle mutual
relations is a question for the century that concerns the fate of the world, and both
countries must answer it. If we cooperate, both countries and the rest of the world will
benefit; if we are in confrontation, both countries and the rest of the world will suffer.

Q16 demonstrates that China-Europe relations are also of vital importance. As a
business school co-founded by the Chinese government and the EU, CEIBS has a key
role to play in strengthening ties between China and Europe.

1. Outlook

37. Views on globalization and Chinese companies’ international expansion

H Globalization is an irreversible trend, and Chinese companies should tap into overseas markets
550(52.6%)

® Given the volatile international political landscape, Chinese companies should assess the circumstances and act

o
prudently 370(35.4%)

Protectionism and uncertainty are on the rise. so Chinese companies should slow down the pace of their
overseas EXPBI’JSiDU

114(10.9%)

Other 12(1.1%)

N=1,046

In recent years, numerous threats have emerged to globalization. Compounding the
situation, the pandemic has caused some nations to retreat from global supply chains.
Responses to Q17 show that more than half of the companies surveyed are optimistic
about globalization: Only 10.9% stated that Chinese companies should slow down the
pace of their overseas expansion; over 50% believed that globalization is an irreversible
trend, and that Chinese companies should tap into overseas markets. This confidence
can be attributed to the strong foundations that companies have built and their optimism
about the future. Overall, the benefits of globalization outweigh the challenges for most
Chinese companies.

38. Overseas expansion plans (for companies with no overseas business)
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mNo plans to expand overseas
225(64.5%)

® Yes, currently in the planning stage (will implement in
the next three to five years)

103(23%)

Yes, moving towards the implementation stage (will
implement i the next one to two years)

55(12.5%)

0 50 100 150 200 250

N=383 (The 383 respondents who chose “100% of revenue is earned in China” in Q5 answered this question.)

Among the companies with no overseas presence, around one third had plans to
expand internationally in the next few years.

39. Target regions for future overseas expansion

mAsia 548(66.7%)

343(41.8%)

m Europe

m North Americ: 292(35.6%)

120(14.6%)

120(14.6%)

41(5%)

0 100 200 300 400 500 600

N=821 (The 225 respondents who chose “No plans to expand overseas ” in Q18 skipped this question.)

Unlike Q9, which analyzes the current overseas presence of the surveyed
companies, Q19 asks the respondents to state which regions they plan to expand to in
the future. Based on the responses, Asia is likely to continue to be the most attractive
destination for overseas investment: Two thirds of the companies surveyed planned to
strengthen their presence in this region. However, the companies had divergent views
in terms of the importance of the European market versus the North American market
— although the percentage of companies with a presence in Europe/North America was
very similar (58.5% vs. 57.2%, see Q9), Europe was the preferred destination for future
expansion (41.8% vs. 35.6%).

40. Major challenges to future overseas expansion
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m Talent shortage 423(51.5%)

m Turbulent international outlook, unstable bilateral and multlateral relations 368(44.8%)

m Unfamiliarity with political and legal systems, linguistic and cultural

. 0 354(43.1%)
conventions, and business rules and norms

m Industrial upgrading and overhaul of global supply chains 199(24.2%)
Unfamiliarity with international economic and trade rules, insufficient experience 190(23.1%)

Lack of resources such as capital, brands, technologies, and channels 160(19.5%)

Other 11(1.3%)

0 100 200 300 400 500

N=821 (The 225 respondents who chose “No plans to expand overseas” in Q18 skipped this question.)

The responses demonstrate the significant challenges that international
developments present to doing business overseas. However, the greatest challenge of
all is a shortage of talent. CEIBS aims to address this issue by educating responsible
leaders versed in “China Depth, Global Breadth”, a philosophy which will continue to
benefit companies in the future.

Conclusion

This research offers insights into the overseas business of companies employing
CEIBS EMBA students, and is thus conducive to understanding the global expansion
of Chinese companies. The responses show that Chinese companies have engaged in a
wide range of overseas business activities (e.g. investment, financing, and operations),
and become deeply involved in global product and capital markets. At the same time,
they also face a number of challenges. In general, however, the prospects for Chinese
companies are good, and the trend towards global expansion is set to continue.

The research findings also highlight the need for management education programs
to address new challenges. Knowledge innovation is at the heart of all business schools
— in addition to drawing lessons from the past and analyzing current developments,
management education must also equip people with the skills to predict future trends.
The current challenges posed by international developments demand clear and effective
solutions. Chinese management education programs should therefore place greater
emphasis on how international politics and the global economic governance system
impact company development, as well as address new developments and respond to
emerging demands, thereby enabling Chinese companies to achieve lasting success in
overseas markets.

The research team plans to use the data from this survey for future case studies,
which will help to inform our teaching. We will also continue to follow the
developments of companies which employ our students to learn more about the process
of overseas expansion and identify key trends.
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