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New Approaches
for New Market Conditions

“HF P EH—AKBEE A SR
BRABEES LHAMEL, K48
ZEARAPA BT Aeikix— A 4765 FI,"

The rise of China as an economic superpower over the last 30 years
has attracted the attention and admiration of the entire global business
community. In the early days of China’s opening to the West, the titans of the
global business flooded into China, bringing with them not only much needed
capital but also advanced technology and management systems. This created a
robust economic environment in which Chinese enterprises, both state-owned
and private companies, were able to learn from their foreign counterparts and
to flourish and grow. As we all know now, China’s “opening up” strategy has
proven to be one of the most remarkable business experiments of all time.

With this success domestically, it did not take the China policy makers and
entrepreneurs very long to realize that investing abroad is not a luxury option
but a critical component of a sustainable economic growth strategy. China’s
“going out” strategy has been trumpeted for quite some time and it presents a
new set of opportunities and challenges for these new Chinese MNCs.

Having spent the last 27 years of my professional career in Detroit, Beijing,
Shanghai and Hong Kong, | am very fortunate to have been able to witness
first-hand the emergence of China as a world-leading economic powerhouse.
| have worked closely with many leading European, North American and Asian

MNCs to develop and implement key elements of their global strategies. Now



in my current role, | am able to see the impact of the extension of China’s
economic strength across not only the Asia-Pacific region, but also around
the world, as part of the “going out” plan. At the same time, we see changing
political and market conditions across various regions of the world, creating an
environment in which in many cases Chinese leadership will be both welcome
and essential. | would say without a doubt that China has the unique potential
to influence the future development of the global economy.

But success on the global stage will not necessarily be the self-fulfilling destiny
of all of the emerging new Chinese MNCs. Drawing from my experiences in
advising some of the largest Chinese companies as well as the rising stars in
China on their outbound investment strategies doing business overseas as they
embarked on their initial forays into the global marketplace, | think it is fair to
say that many of these new Chinese MNCs face a tremendous learning curve to
become leading global companies, not just being among the biggest.

As author Robert Lewis points out in this book, in order to achieve
success in the global marketplace it will not be enough for Chinese MNCs
simply to use the same template they have used so successfully in China.
New market conditions require new approaches, and Chinese MNCs still have
much to learn from their more experienced foreign MNC counterparts in

terms of market assessment, business strategy, deal management and post-

acquisition integration in connection with cross-border transactions. Drawing

on his decades of professional experience as an international lawyer based in
China, Mr. Lewis presents a compelling case for the need for Chinese outbound
investors to adopt a more systematic approach to cross-border M&A deals,
and illustrates his points with engaging and instructive examples from actual
Chinese outbound investment transactions.

Two key points that Mr. Lewis briefly mentioned in his book which
resonate with me particularly are tax structuring and post-closing integration.
When advising Chinese MNCs on investing overseas, | observed that many of
them initially did not pay too much attention to international tax structuring
until they realized that their hard earned profits would be subject to an

unnecessarily high tax burden; some companies also underestimated the level
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of effort required to comply with the local rules and regulations and later
regrettably found themselves subject to heavy tax fines and penalties. This is
contrary to the well-established practice of American or European MNCs that
| have observed, which devote extensive resources to planning and managing
their international tax structures and compliance systems, which are important
not only from a financial perspective, but also for their enterprise brand and
reputation that have even a much longer effect.

Furthermore, many of the new Chinese MNCs also underestimate the
importance and challenges of post-closing integration that in my view, is as
important as, if not more than, the acquisition itself. Not only am | pleased
that Mr. Lewis has highlighted these two critical elements that merit further
elaboration in connection with cross-border deals, these observations also fit
well with the overall framework which Mr. Lewis has set out in this impressive
and importaht volume. | am also grateful that he has laid in his book a solid
foundation on which further practical instruction can be provided to help new
Chinese MNCs achieve their potential in the global marketplace.

Finally, | share the optimism Mr. Lewis has expressed in this book about
the ability of Chinese enterprises to step up to these new challenges as they “go
abroad”. The emergence of China as an economic superpower clearly was just the
opening chapter of China’s story in the 21* century. |, like Mr. Lewis, look forward
to seeing China’'s new MNCs take their rightful position in the leading group of
influential global companies. | am certain that this book will make an important

contribution to accelerate the timeline within which this lofty goal can be realized.

Alan Tsoi

Asia Pacific Managing Partner, Deloitte
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