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Business

Antitrust inquiries fail to faze Swiss

FIRMS FROM SWITZERLAND WON'T BE AFFECTED MUCH IF GLOBAL NORMS FOLLOWED, HEAD OF SHANGHAI CENTER SAYS

By ZHANG CHUNYAN
ghangchunyan@chinadaily.com.cn

ecent antitrust investiga-
tions of foreign companies
in China have sparked con-
cern among many Euro-
pean companies, but not all foreign
business interests are as worried.

The head of the nonprofit organiza-
tion Swiss Center Shanghai says he is
not too concerned as long as China’s
anti-monopoly enforcement follows
international norms.

Managing director Nicolas Musy of
the center says Swiss companies will
not be affected much if China com-
plies with international anti-monopoly
practices.

Founded in 2000, Swiss Center
Shanghai is the largest cluster of Swiss
businesses in Asia, where it helps with
business setup, expansion and opera-
tions management.

The concern of Swiss companies
would be whether the enforcement of
the antitrust law was fair and whether
it could create a competitive disad-
vantage for Swiss or other foreign
companies, Musy says. That may hap-
pen if Chinese companies, particularly
state-owned ones, find ways to partly
avoid the anti-monopoly law while it
is applied strictly to foreign companies,
he says.

But Musy says Swiss companies
remain confident about their busi-
nesses in China over the next five years,
and almost two-thirds of Swiss com-
panies plan to increase investment in
the country.

Chinese authorities say the anti-
monopoly law is being applied to both
domestic and foreign firms with the
aim of protecting consumers.

Antitrust investigations in the car
and telecommunications sectors have
spread to other industries, including a
number of cement and medical com-
panies.

Most major global automakers,
including General Motors, BMW,
Volkswagen’s Audi division, Daimler’s
Mercedes-Benz, Tata Motors’ Jaguar
Land Rover, Fiat’s Chrysler as well as
Toyota and Honda, have been target-
ed in China’s antitrust investigations.
Most have announced price cuts for
vehicles or spare parts in the past two
months.

The six-year-old anti-monopoly law
stipulates fines of between 1 and 10
percent of a company’s revenues for
the previous year for anti-competitive
practices.

A National Development and
Reform Commission official says that
the investigations, some of which
began in 2011, are not aimed at any
specific type of industry or a specific
country.

Investigations in many industries
started with domestic companies and
then spread to foreign companies, the
commission says.

Many well-known Swiss compa-
nies, such as food and beverage com-
pany Nestle, pharmaceutical company
Novartis AG, and elevator and escala-
tor manufacturer Schindler Group,
have set up research and development

..
Illl'__,

i NESHE

Experts say Swiss companies will be little affected by China’s anti-monopoly crackdown.

Bridging this
understanding gap
is an important
opportunity to
support the develop-
ment of Swiss and
foreign businesses in
China.

NICOLAS MUSY
MANAGING DIRECTOR OF SWISS
CENTER SHANGHAI

and production centers in China.
Trade and investment between

China and Switzerland have grown

rapidly over the past 10 years, and

Switzerland last year became the sec-
ond European country after Iceland
to sign a free trade agreement with
China. China has become Switzerland’s
largest trading partner in Asia while
Switzerland is China’s seventh-largest
trading partner in Europe and its sixth-
largest source of foreign investment.

Sales and profits of Swiss compa-
nies in China have continued to grow
this year. Expectations of annual profit
growth have more than doubled since
2012, according to the Business in
China 2014 survey recently conducted
by the Swiss Center Shanghai and the
China Europe International Business
School.

“In 2014, Swiss firms in China expect,
on average, a 5.6 percent growth in
profit, up from 3.5 percent in 2013 and
2.6 percent in 2012,” Musy says.

In 2012, Swiss foreign direct invest-
ments in China moved into the top 10
of foreign direct investments, amount-
ing to $809 million in the January-
October 2012 period.

About 400 Swiss enterprises have
established over 900 affiliated branch-
es or agencies in China, according to
the Swiss embassy in Beijing says.

Analysts say that Switzerland needs
the great potential of the Chinese mar-
ket to balance out its own challenges,
such as a very limited domestic mar-
ket.

Swiss and European small to
medium-sized enterprises in China
“are now more than ever seeing
higher percentages of global sales
generated in China”, says Musy. In
the Business in China survey, com-
panies with fewer than 300 employ-
ees worldwide were counted as

small to medium-sized enterprises.

“On average, all companies see their
sales and profits improving in 2014,”
Musy says. “Respondents from SMEs
see their profits increasing significant-
ly faster than their colleagues from
larger firms.”

The survey is based on responses
from more than 1,000 companies
and is the only survey that collected
responses from Chinese as well as for-
eign companies in China. The survey
had responses from 104: Swiss firms
in China.

“A possible reason for the strong suc-
cess of SMEs is probably an environ-
ment that has a lower level of competi-
tion,” Musy says.

“This lower level of competition and
challenges could well be due to the
SMESs’ very nature of doing business,
focusing on niches.”

Based on profit and revenue pic-
ture, 64 percent of the Swiss compa-
nies planned to increase investment
in China this year and more than half
of them considered China among the
top three investment destinations, the
survey found.

Experts say Swiss companies have
been successfully investing in China,
because they have extensive knowl-
edge and experience to offer such as
in sustainable development, green
technology, innovation and vocational
training.

All of these are important for Chi-
na’s development, and the economies
of Switzerland and China are highly
complementary, experts say.

The survey also found that the key
management challenge for interna-
tional companies in China remained
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finding and retaining talented employ-
ees, Musy says.

“As a consequence, human resources
remain the central element for suc-
cess, as it has been since we started
surveying companies seven years ago,’
Musy says.

The HR challenge has, however,
eased since last year. A bit over 60 per-
cent of Swiss companies mentioned it
while it was close to 80 percent a year
before.

But, for the second year in a row,
“Lack of understanding and support
from the head office” was the second
most important management chal-
lenge for international companies and
an issue for 30 percent of them, the
survey found.

This confirms the difference in per-
ception of the managers seeing China
from abroad and those managing in
China.

“Bridging this understanding gap is
an important opportunity to support
the development of Swiss and foreign
businesses in China,” Musy says.

International companies in China
now perceive local private players as
their greatest competitors, a marked
shift from the past years, when respon-
dents reported international compa-
nies as the main competition.

This perspective is shared by Chi-
nese companies, which see Chinese
private companies as their most
important competitors by far.

“Competition from private Chinese
companies will most likely become
fiercer as the Chinese government
is due to support the private sector
with more incentives as part of its
economic reform agenda,” Musy says.
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