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Secretary of State
Department of
Trade and Industry

The UK - China’s Investment Partner in Europe

I am delighted to contribute the foreword to this excellent Deloitte & Touche guide to
investing in the UK.

I believe that the UK represents the ideal gateway for Chinese companies looking to enter
the Furopean market. We have a great deal to offer — fast, easy access to Europe, a skilled
and flexible workforce and an environment that allows your business to prosper. We are
driving knowledge throughout our economy, from the most traditional industries to the
newest start-ups, from the manufacturing sector to the latest research and development.

In choosing Britain you will be in good company — we are already home to many of the
world's best companies and are regarded by them as Europe’s corporate headquarters. We
win around 25% of all inward investment coming to Europe, with more than 4026 from
American and Japan.

One of the most important advantages offered by the UK is its open and liberalised
business structure and it is easy to set up a company and do business in the UK.
However, we strongly advise Chinese companies to seek professional help before making
a decision to come and invest in the UK.

Therefore Invest- UK, the UK Government's inward investment agency, has worked with
Deloitte & Touche to produce this comprehensive guide. It provides the fundamental
information that a business needs to know when investing here and I take great pleasure
in recommending it to you.

I can assure you that you will receive a warm welcome in Britain. Invest. UK is here to
offer you free and confidential support and has over 20 years of experience in assisting
overseas companies in the UK, during which time it has helped over 5,000 companies to
set up and expand. Let them help your company to benefit from all that the UK has to
offer.

Patricia Hewitt
Secretary of State for Trade and Industry
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Message for “Investing in the UK-a guide
for Chinese Businesses”

The economic and trade cooperation between
China and the United Kingdom has developed
encouragingly in recent years. With a massive
potential for further cooperation between the two
countries, an even greater prospect is now
beginning to emerge.

The United Kingdom is currently China’s second largest trading partner
and the largest investor in China among the EU countries. The latest
Chinese Customs statistics show that bilateral trade between China and
the United Kingdom was US$10.307billion in 2001, an increase of
4.09% on the previous year. The MOFTEC figures also show that UK
companies had invested in a total number of 3,072 projects in China by
the end of 2001, and contractual and realised investment figures stood
at US$18.46billion and US$9.84billion respectively.

With the increasing strength of the Chinese economy and the
continuing globalisation of the world economy, more and more Chinese
enterprises are leaving their own shores to gain greater access to new
opportunities in the international markets, engaging actively in global
economic cooperation and development. As the top recipient of
overseas direct investment among the EU countries, the United
Kingdom has attracted a great deal of attention from Chinese
companies. An increasing number of Chinese companies have invested
in the UK over the years, and the range of their activities and
investment continues to expand.

In this new climate, Deloitte & Touche’s updated version of “Investing
in the UK-a guide for Chinese Businesses” is timely as well as
meaningful. I believe the update and reprint of the guide will not only
give would-be Chinese investors practical help, but also provide an
invaluable source of reference for the general public to fully understand
the UK’s investment environment.

Kbk

Zha Peixin
Ambassador of the People’s Republic of China to the United Kingdom
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Foreword

7

1t gives us great pleasure to introduce this updated edition of our guide
for Chinese businesses Investing in the UK. The publication of this guide
is part of our continuing programme to provide high quality professional
advice to the Chinese business community. It has been written by
members of our China Desk, who are a specialist team conversant with
the needs of our Chinese clients, their language and culture.

Following China’s accession to the World Trade Organisation, it has
become increasingly noticeable that China is accelerating its outward
investment into overseas territories. The Chinese Government is keen
that Chinese companies gain experience of operating and competing ina
global environment to help them meet the challenges of more vigorous
foreign investment and competition in their domestic markets.

In response to this, we have produced this guide to assist Chinese
companies intending to invest in the UK. It addresses the major issues
and considerations which will need to be taken into account before
committing to doing business here.

This guide is intended to demonstrate our experience of, and our
commitment to, serving Chinese businesses in the UK. Our philosophy
is simple — ‘uncompromising dedication to distinctive client service’.
We very much hope that you will take advantage of our unique service
and we look forward to assisting you in the future development and
prosperity of your business

OL\JO'L-/ /(Cf_)\-\\\.\ ]a/h’w /1\”.

CP] Fitzgibbon Juliet Zhou
Chairman Director
Greater China Desk in the UK, Deloitte & Touche
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Preface

So many events have illustrated that China is becoming an increasingly
vital, visible and integral member of the global community: hosting the
Asia Pacific Economic Co-operation summit in Shanghai, winning the
bid for the 2008 Olympics, and finally, entry into the WTO. Such
international engagement is driving change throughout China. Nowhere
is this clearer than in the commercial arena, where many Chinese
enterprises are poised to become bigger players in the world markets.

But how can Chinese enterprises best achieve this goal? What should
mainland businesses be doing to succeed, whether in a prized-open,
rules-based post-WTO domestic marketplace, or in tough — and now
tougher — global markets?

The answer is surprisingly straightforward. State vehicles, co-operative
ventures and privately-owned firms need practical business and
management skills that will improve their day-to-day performance.

Few Chinese enterprises can extract full value from high-level, “big
picture” strategies that focus on achieving competitive advantage. The
most value is to be found in strategies that improve operational
effectiveness.

More than anything else, hundreds of thousands of Chinese enterprises
need to be properly structured, efficiently organised and professionally
managed.

Strategies that deliver such tangible benefits will transform the ability of
Chinese enterprises to cope in demanding markets overseas or compete
with foreign players at home, today, tomorrow and in the decades after
WTO entry.
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