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Topics

* Considerations for potential MNC entrants
and reminders for existing players

* |s China capable of generating more than
manufacturing excellence, will it drive R&D
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Chinaisms - fortune cookies?




Western Based MNC'’s are facing
a changing global reality

* China’s influential sphere is expanding — G-20,
G-7, IMF, World Bank — as is India’s.

* Understanding both the major issues for the
State and China’s specific governing system is
fundamental to appreciating business
opportunities and risks

* The political economy is both a major part of the
reason that China must now change significantly
and a major obstacle to it successfully doing so



The Political Economy

Five Levels of Public Administration

Central (Beijing) National
At every level of this
system the party-
state consists of both
the communist party

and government Municipality (about 665)
organisations

Province (31)

County (about 2500)
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Township (about 41,000)



The Innovation Potential of PRC

“How to become an innovative society without having to become a Western society in

the process has been perhaps the central problem in modern China” Ken Leiberthal,
Managing the China Challenge.

The political economy rewards the best business leaders
(growth, FFl, unrest, birth rate) — understand their goals

* You need a tolerance for failure — vertical integration models are
counter productive to innovation where 9/10 ideas fail

. R|ch hlstory of problem solvmg bu‘t never developed saence and s




HDT Market Overview

* Approximately 950K build 2012 (HDT + Bus)

* High degree of European technology and increasing equity
influence of offshore OEM’s

* Trucks are, by a factor of FIVE, cheaper than European or
USA equivalents — consideration

* Consolidated industry — 5 major players




Developing a market for HDT
parts

* Entry strategy

A seat at the table — invest, employ, skill, localise
* Developing a market based China strategy

. The dllemma e phase 1 wm to phase 3 surV|vaI
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